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MUTUAL SECURITY APPROPRIATIONS FOR 1954 


THURSDAY, JULY 9, 1953 


UNITED STATES SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met at 10 a. m., pursuant to call, in the Old Supreme 
Court Room, the Capitol, Hon. Styles Bridges (chairman of the 
Committee) presiding. 
Present: Chairman Bridges, Senators Cordon, Saltonstall, Young, 
Thye, Mundt, Smith, Dworshak, Dirksen, Hayden, MeCarran, 
Maybank, Ellender, McClellan, Robertson, and Magnuson. 


MUTUAL SECURITY AGENCY 
OFFICE OF THE DIRECTOR 


STATEMENT OF HAROLD E. STASSEN, DIRECTOR FOR MUTUAL 
SECURITY, BEFORE THE APPROPRIATIONS COMMITTEE OF THE 
UNITED STATES SENATE 


GENERAL STATEMENT 


Chairman Brincgs. The committee will be in order. 

The authorization bill for mutual security has not been enacted 
in law. It passed both Houses with different figures, and it is in 
conference now between the House and the Senate. This is perhaps 
an unusual procedure for the Appropriations Committee to proceed 
before we have a definite authorization. But, in order to conserve 
time and because it is necessary for the Congress to proceed in order 
to fmish its work this year, we are proceeding this morning. 

The purpose of the hearing is to determine how much of the Ameri- 
can taxpayers’ money should be appropriated by the Congress for 
the purpose of financing the foreign-aid program. 

Among the questions we are going to discuss are: How effective has 
been the money already spent? What is the present need of the recip- 
ient countries? How far can this Government go toward financing 
this aid program without jeopardizing our own economy? Just what 
can be done through this program for the mutual security of the free 
world of which we are the leader? 

The first witness we have called this morning is Mr. Harold Stassen. 
Governor, we will be glad to hear from you. You proceed with your 
statement. The committee from time to time would like to ask you 
questions. 








2 MUTUAL SECURITY APPROPRIATIONS, 1954 


OUTLINE OF APPROPRIATION REQUEST 


Mr. Strassen. Thank you, Mr. Chairman. 

Mr. Chairman and gentlemen of the committee, I wish to thank the 
committee for the opportunity of appearing before you this morning. 
I will respond to your questions as you see fit. 

In making the opening presentation, it is my privilege and responsi- 
bility to present for your consideration the broad outlines of the 
appropriation request for the mutual-security program during fiscal 
year 1954. 

This program, in its size, composition, and major objectives, reflects 
the philosophy and principles of President Eisenhower which he has 
so often and so eloquently expressed. Its basic purpose is, in his 
words, “the long-term security of the United States living in the 
shadow of the Soviet threat.” 

I would like to emphasize that this is not in its prime aspect a 
foreign-aid program. It is in its prime aspect a security program 
for the United States and the free nations whose security is essentially 
indivisible. 

PROGRAM OBJECTIVE 


The program objective is peace—peace with justice, peace with 
freedom, and peace with progress. It seeks to bring about among 
the free nations mutual strength, mutual confidence, mutual under- 
standing, and mutual progress. 

The program is a product of the world situation in which we un- 
fortunately find ourselves. It represents one of those measures which 
is indispensable to the defense of our liberties and to the preservation 
of the freedom, common heritage, and civilization of our people. 
Free nations continue to live in peril, and their ability to survive as 
free nations now depends upon their ability to defend themselves. 

Before turning to a more detailed analysis of our specific appro- 
priation request, I believe it is important to outline in some detail 
the fundamental concepts that underlie these requests and the long, 
painstaking process of analysis and screening that lies behind them. 
In introducing this particular subject, I can do no better than to quote 
from President Eisenhower’s message to the Congress of May 5, 1953, 
in which he said the following: 

The mutual-security program for 1954 has been developed by the new admin- 
istration after the most careful study and deliberation. All elements of the pro- 
gram have been reviewed in great detail, all proposals subjected to thorough 
scrutiny. 

From this study I have come to certain clear conclusions. 


MAINTENANCE OF ADEQUATE DEFENSES 


First, the United States and our partners throughout the world must stand 
ready, for many years if necessary, to build and maintain adequate defenses. 

Second, to accomplish this objective we must avoid so rapid a military buildup 
that we seriously dislocate our economies. Military strength is most effective— 
indeed it can be maintained—only if it rests on a solid economic base. 

Third, we must help the free nations to help themselves in eradicating condi- 
tions which corrode and destroy the will for freedom and democracy from within. 

Fourth, it is necessary to do more in the Far East. We are proposing to make 
substantial additional resources available to assist the French and the Associated 
States in their military efforts to defeat the Communist Viet Minh aggression. 
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Fifth, since it is impossible to forecast precisely the year and the moment when 
the point of maximum military danger may occur, the only prudent course calls 
for a steady military buildup, with our partners throughout the world, sustained 
and planned so as to use our joint capabilities with maximum efficiency and 
minimum strain. 

The request before you, and the proposed mutual-security program 
which it is designed to support, results from an exhaustive review of 
our national-security policies as well as from a detailed evaluation in 
the operation and effectiveness of past and present mutual-security 
programs. It reflects months of work in and under the direction of the 
National Security Council, where each of our security objectives was 
carefully studied and its importance weighed in relation to domestic 
fiscal considerations. 

The request before you also represents an attempt to balance the 
need for military strength on the part of ourselves and our allies with 
the equally important objective of maintaining sound economies here 
and abroad which are capable of sustaining that military strength for 
an unpredictable future. 


FINDINGS OF EVALUATION TEAMS 


The program also takes into account the findings which were made 
by special evaluation teams comprised of nearly 60 outstanding leaders 
of American industry and finance in 12 of the major countries now 
participating in the program. In addition, it has taken into account 
the experience, knowledge, and the perspective which were gained by 
the Secretaries of State, Defense, and Treasury and myself during 
our several trips to Europe, and particularly in the course of the 
April meeting of the North Atlantic Council in Paris. I might also 
say that the trip which Secretary Dulles and I made to South Asia 
and the Middle East strengthened our conviction that the portions 
of the program proposed for these areas are of the greatest urgency 
and importance. 

I have a few charts prepared which emphasize certain poimts and 
the reasons for them. With your permission, | might refer to some 
of them. 

First of all, on the European defense buildup and the matter of 
our declining requests for appropriations in that part of the world— 
if the charts will be put up, the chart on the European defense buildup, 
I will make some reference to it. 

(The chart referred to follows: ) 
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BUDGET CONDITIONS OF FOREIGN COUNTRIES 


Senator MaysBank. You say that sound economy both at home 
and abroad is necessary. My information is that many of the coun- 
tries do not have a balanced budget. Am I correct? 

Mr. Svassen. Many of them do, but most of them do not. We 
will present to you in the confidential document, including the secret 
military facts, the details on the budgets of all these countries. 

Senator MaysBank. I am very much interested in having the bud- 
gets balanced, but I will delay those questions. 

Did you say “confidential”? 

Mr. Srassen. In our classified document which will go before you 
in your executive sessions, we will have the exact budget and balance- 
of-payment situations of all these countries. 

Senator Maysank. I happened to see in the papers about these 
countries that we just completed, a $10 million deficit. Others have 
said we are going into another deficit. 

Mr. Srassen. One more thing to have in mind in that connection 
is that we are turning our program at the present time from the rapid 
defense buildup that naturally lagged behind the new taxes which 
were then voted in the last 2 or 3 years to a level-off in the defense 
approach, a decline in foreign aid. In fact, in this request we present 
to you, we are are requesting a reduction from the $7.6 billion in 
President Truman’s budget to this $5.2 billion of new appropriations 
money, Which is the largest reduction of any portion of the budget, 
and of course which must come on down. 

Senator Maysank. I understand that, but we were told it was to 
end this year. 

Mr. Strassen. I think that was in connection with the Marshall plan 
on the economic side and prior to the Korean war which has greatly 
brought forward the necessity of arms strength throughout the world. 
In other words, the whole posing of the Soviet threat in the world 
situation, and the outbreak of the Korean war which demonstrated 
their willingness to turn to force of arms, made a very major difference 
in the world-security outlook. 


DECLINING PARTICIPATION OF UNITED STATES 


This chart indicates the building up of the European defense effort 
on their own, and the declining participation in that of the United 
States—properly declining. But it shows the European efforts in 
supporting their divisions, their squadrons, and_ their naval units 
coming up quite rapidly, and we feel it will continue to build that 
stre ngth white we decrease the United States portion in Europe. 

One reason that the rapidity of decline of United States support in 
Europe is not reflected quite as rapidly in the overall total is that the 
Far East and the Near East have brought new and greater require- 
ments for United States participation in world security. 

If I could have the chart on the resources in the world situation and 
the Soviet picture, I think it emphasizes the importance, from the 
standpoint of United States national security in the years ahead, of 
the whole world situation and the impossibility of separating United 
States security from a concern in each of these major areas of the 
world that are involved in the mutual-security program. 

(The following charts were submitted:) 
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RESOURCES OF SOVIET BLOC 


Here, Mr. Chairman, is an indication in general of the resources 
that the Soviet block has in all major aspects estimated in an intelli- 
gent way: Crude steel, 20 percent of the world; coal, 34 percent; 
elec :tric power, 16 percent; iron ore, 19 percent; aluminum, 13 per cent: 
tin, 8 percent: manganese, 41 percent; chromite, 20 percent; crude oil 
reserves, 6 percent; grains, 39 percent; rice, 33 percent; cotton, 19 
percent; and merchant marine, 3 percent. 

On all sides of that Soviet area in all major areas of the world you 
are familiar with the importance of the peoples, and this directly 
reflects on the resource situation. Here on the European side is 
28 percent of the crude steel, 32 percent of the coal, 25 percent of the 
electric power, 51 percent of the merchant fleet, 20 percent of the 
aluminum, 32 percent of the iron ore, 27 percent of the chromite, and 
15 percent of the grains. 

In this Near East area—which we are giving increased importance 
in the 1954 program, and for which we are requesting some funds to 
be able to begin to strengthen the military situation in the very weak 
defenses of the Near East and to increase the stability in an economic 
sense and work out those problems of the hundreds of thousands of 
Arab refugees—here you have 53 percent of the crude oil reserves 
right at that point, and 17 percent of the world crude output. When 
you relate that to the deficiency up here in just 6 percent, you see the 
extreme importance to the long-term security of the U nited States, 
from the standpoint of future peace, of that particular area of the 
world with its thousands of miles of border right up toward the 
Soviet Union. 

Here in this south Asia area you have this tremendous number of 
people in India and in Pakistan. You have 18 percent of the man- 
ganese, one of the very crucial metals. You have 97 percent of the 
jute. You have 30 percent of the rice and 13 percent of the cotton. 

Over here in the southeast of Asia you have 87 percent of the nat- 
ural rubber and 60 percent of the world’s tin, 22 percent of the rice, 
and 91 percent of the hemp. Japan, of course, has this group of 3 
percent of the merchant marine, 7 percent of the rice, 4 percent of 
the electric power, and 3 percent of the crude steel. 

From the standpoint of the long-term security of the United States 
and the developments in the free-world situation, these facts indicate 
that we cannot overlook, in our position in the world, any one of 
these major areas. 

Senator Ronerrson. Mr. Chairman? 

Chairman Bripvges. Senator Robertson? 


NATIONAL DEBTS 


Senator Rornertson. You have an interesting chart on the strategic 
resources of the world. Do you have a chart showing the national 
debts of the nations of the world and the per capita debts showing to 
what extent each nation has mortgaged what resources it has? 

Mr. Strassen. We have the data on the debts. We also have a 
chart on the standard of living, in relationship to that. If we could 
have that chart of the annual standard of living which shows the re- 
lationship of the peoples to the resources and the way in which they 
are living, I will give you that information. 

(The following chart was submitted.) 
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Senator Roperrson. Is it not a fact that the United States has the 
largest debt of any nation in the world? 

Mr. Srassen. That is correct. 

Senator Rornerrson. Does the United States have the largest per 
capita debt of any nation in the world? 

Mr. Srassen. That is correct. 


WORLD TAX BURDEN 


Senator Rorertson. Does the United States now have the most 
burdensome taxation of any nation of the world? 

Mr. Strassen. No. 

Senator Ronerrson. Which nation has a more burdensome taxa- 
tion than ours? 

Mr. Strassen. We have a chart on the tax burden which we can 
present to you. I refer now to the income chart which is before you, 
and then we will go to the tax chart showing the tax burdens. 

This shows per capita national income in the free-world countries. 
This gives you a background of the income from which these nations 
do their defense effort. This is, as you correctly point out in your 
questions, a part of the fundamental analysis of the world economic 
situation. The per capita income based on the 1951 data which is 
the relative data for the world situation—the United States, $1,798 
per capita; Canada, $1,234. That compares with Europe as you see 
here, with Switzerland being the highest at $958 and the other 
countries on down the chart. 

Senator Maypank. Is it not a fact that the dollar volume in those 
countries is less? 

Mr. Strassen. This endeavors to relate the purchasing power of a 
dollar. It is quite a statistical computation to work out. Relatively, 
it is correct that the standard of living of the actual person in the 
United States is three times as high as the standard of living of the 
average person in France. 


PAYMENT OF NATIONAL DEBT 


Senator Roperrson. Do you think we should pay our national 
debt or forget about it as long as we can raise enough money to pay 
the interest on it? 

Mr. Srassen. I believe the most important thing is the total 
strength situation in your country. When your debt goes up, the 
question is then, have you added to your resources or have you also 
lost resources? 

Senator Roperrson. You did not answer my question. Do you 
think we ought to ever pay the national debt or not? 

Mr. Srassen. | think the national debt cannot be paid except over 
a very long period of time. 

Senator Ropertson. Would you say 100 years would be a reason- 
able time? 

Mr. Srassen. I would not say anyone can project a period that 
far ahead. I would say that if you started rapidly to pay the national 
debt, you would have such deflation that you would have unemploy- 
ment that would be widespread and business bankruptcies. The 
money management and fiscal policy management of the United 
States is of the greatest importance in the manner it is handled. 
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Senator Roserrson. But a substantial part of our present pro- 
duced national income is now being contributed to Government 
spending, and last vear over $9 billion of it went in as deficit financing; 
in the current fiscal year over $6 billion, and it might be $9 billion by 
the time we add another billion dollars to lift the farm surpluses. 
Industry may fall off. Farm income has already fallen off. It may 
be up to $89 billion again. Certainly, in that period we are not 
going to pay anything on the national debt. The national debt 
might go above the statutory limit of $275 billion. 

Is it not true that, if you charge the national debt against that 
chart you show for our present standard of living, we would not have 
any standard of living left to boast about? 

Mr. Srassen. That is not correct. This standard of living includes 
the carrying of the national debt reflected in it. 

Senator Ronerrson. Do we not have to consider that this program 
is part of a world picture? Is not the maintenance of a sound economy 
for us and a realization that someday we should pay the people who 
hold the Government securities a part of the world picture? 


REEXAMINATION OF SECURITY PROGRAM 


Mr. Srassen. Certainly it is. That is why President Eisenhower 
has emphasized a sound economic basis is a part of the world-security 
program and why he has leveled off and is reexamining the whole 
security program, 

Senator Ronerrson. Is it not true that in considering how much 
more we can afford to give away that we have got to consider what we 
already owe and are not paving? 

Mr. Srassen. Certainly. That is why we are not proposing to 
give anything away in that program. 

Senator Roperrson. | thought you were asking for money. 

Mr. Strassen. No. That is the basic point that is so largely mis- 
understood about the United States mutual security program. We 
are moving in this program to the combined building of effective 
stength among the free nations of the world. In other words, the 
United States today is twice as strong by reason of its association with 
other nations that also have armed forces and are willing to stand 
with us. That part of the additional strength that makes us twice as 
strong has involved just about one-eigth of the portion of the funds 
used for our domestic military strength. Both are essential. 


UNEXPENDED FUNDS 


Senator Ropertrson. We want our allies and we need them, but the 
Senate Foreign Relations Committee said with respect to your pro- 
gram that you now have $12 billion that you have not actually spent, 
is that true? 

Mr. Srassen. Not quite, Senator. It is about $10 billion at the 
present time of contracts that are issued which will be paid as the 
planes, tanks, guns, and other items are delivered. 

Senator Roperson. You have $1,700 million you have not even 
obligated out of previous appropriations, is that correct? 

Mr. Strassen. That is correct. It is a little more than that. 

Senator Rospertson. You say you are not giving those dollars 
away? 








14 MUTUAL SECURITY APPROPRIATIONS, 1954 


Mr. Srassen. No; we are not. 

Senator Ropertson. What would the taxpayers say about it when 
you do not get any collectible security for them? 

Mr. Srassen. We are attaining sec urity. As a matter of fact, 
I believe that the indications of these last few months are that we are 
right at the point of the most significant results from this mutual- 
security program and the whole policy of President Eisenhower. 
Those riots in East Berlin were most significant. 

Senator Roserrson. There is going to be a significant develop- 
ment in Korea, but I do not know what it is going to be. 


SOVIET WORKERS DESIRE FOR BETTER ECONOMIC CONDITIONS 


Mr. Strassen. Here you have a situation with indications of workers 
behind the Iron Curtain ready to stand up and risk death for their 
freedom and better economic conditions. The contrast of the United 
States helping build economies in the western nations of the world 
and the Soviet milking the economies behind the Lron Curtain is begin- 
ning to show up ina very dramatic way, with thousands of men being 
willing to face Russian tanks with stones and with timbers in an 
effort to win some security and some opportunity, and some freedom 
for economic and military security. 

Senator Rosertson. You were not here during the Marshall-fund 
days, but you probably know that nobody supported that program 
more enthusiastically than I. But I did not intend that it would 
be something to last forever. I did not intend it to be a program 
that would be so expensive in the long run that it would imperil the 
soundness of our own domestic economy. 

Mr. Strassen. I believe it has contributed to the soundness of our 
own economy. If you look back at the situation in the late 1920’s, 
then you had a low debt. You had a balanced budget and you 
stopped the flow of goods between the nations of the world, and this 
country went inte a-terrific depression. You had then a lack of 
security. You had bankruptcies and farm foreclosures. You had a 
whole series of adverse results in the United States in the stopping of 
that development. 


INCREASED EUROPEAN PRODUCTION 


Senator Rosperrson. Is it not true that the production of Western 
Europe averages better than 50 percent more than it did before 
World War II? 

Mr. Strassen. It averages 38 percent more than before World War 
Il. 

Senator Rosperrson. But there are some countries in which it is 
more than 50 percent? 

Mr. Strassen. That is correct. 

Senator ELLenperR. As much as 83 percent? 

Mr. Strassen. That is correct. 

Senator Rospertson. To what extent would we consider that our 
allies are on a self-supporting basis and would not need a handout? 
Do you have an idea as to when we could end a program of that kind 
if it averages 38 percent more than before the war? We started out 
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to bring them up, and now we have an average 38 percent higher. 
Is there any limitation, or is the program to be continued until every- 
body in the world has a standard of living equal to ours? 

Mr. Srassen. No; 1 would say that the program needs to be 
continued as long as there is a very grave Soviet threat, but that it 
should be very pacelt reduced in amount and that we should shift 
over as rapidly as possible, in the direction of President Eisenhower's 
policies, to military production in western Europe supporting military 
forces in western Kurope and air squadrons and everything that goes 
with it, on a basis of a sound economy in western Europe. 

Senator Ropertson. You do not approve of the Senate amendment 
to put a limitation on your program? 

Mr. Strassen. I feel the Congress should pass on this every year in 
the light of the world conditions then prevailing, but the basic point 
of intention should be, How do you serve the security of the United 
States? 

Senator Rospsrtson. Do you have any personal knowledge that 
would lead you to believe that any time in the immediate future any 
nation in addition to Germany of the six nations that are going to 
form the army over there is going to ratify that program? 

Mr. Strassen. It is before all the parliaments of those nations at 
the present time. Undoubtedly, the Secretary of State this after- 
noon will discuss that with you at greater length, but there is no ques- 
tion that the security forces of western Europe are building and are 
stronger every week and every month. 

Senator Rospertrson. Do you think France and Italy, after recent 
elections, are stronger than when they agreed to go into this program 
in February of last year? 


NEW FRENCH FINANCIAL PROGRAM 


Mr. Strassen. The new government of France has just passed a 
new financial program in their Lower House yesterday which moves 
directly toward a sounder financial basis for France. It is a move 
that went through their House yesterday. They raised their taxes. 

You asked about taxes. Here is the tax picture: I think it is 
important that we keep it in mind because there is so much mis- 
understanding about it. At the present time Germany has the 
highest taxes in the world on a gross national product. The United 
Kingdom has the second highest even after allowing for the reduction 
they have just made from their very high taxes. France is third, and 
has just increased their taxes in order to try to get on a sound financial 
basis. 

(The following chart was submitted:) 
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Senator Roperrson. What was the amount of that increase? 

Mr. Srassen. Eighty-four million dollars for France. 

Senator Ropurrson. That is about as much as you recently 
appropriated to promote free labor unions in Europe, is it not? 

Mr. Srassen. | do not know to what the Senator is referring. 

Senator Ropertson. | am referring to your implencntation of the 
Benton-Moody amendment that appropriated $100 million to equalize 
the distribution of profits and to sirengthen labor unions in Europe. 

I understand your evaluation team came back and reported that 
you should drop that program but that between May 15 and June 30 
before your appropriations here expired you allocated $70 million out 
of that $100 million to carry the program forward. Is that true or 
not? 

Mr. Strassen. Yes. This last Senate and Congress last year before 
I was in office passed an amendment sponsored “by Senators Benton 
and Moody. It was my duty to implement the laws of Congress 
when I took office. I have implemented them with careful manage- 
ment and the emphasis has been on strengthening unions that are not 
Communist. 


DANGER FROM COMMUNIST-DOMINATED UNIONS 


You correctly said that there is very grave danger in Italy and 
France. The danger centers around the Communist-dominated 
unions of those countries, To serve the future security of the United 
States, it is in the United States interests to help strengthen the 
unions in Italy and France that are not Communist dominated. 

Senator Ropertson. Is it true you sent a task team over there to 
investigate what results you could get and later they reported you 
could not get any worthwhile results ‘and you overruled that decision? 
And last month before your appropriation expired you obligated $70 
million for that purpose? 

Mr. Strassen. That is correct. The task forces said we should not 
stop the negotiations under way with governments but we should 
initiate no new ones. We have not initiated any new ones s since they 
came back. We have waited for this Coagress’ action. Both Houses 
have taken out those amendments and have put in a modified amend- 
ment by Senator Thye proposed on the floor. 

But, Senator, I submit that when Congress passes a law, those who 
administer must then administer the law under the basis that Congress 
passed it until Congress acts again. Congress is now acting again, 
and they are taking the Benton-Moody amendment out of the law 
and substituting a different approach to it, 

Senator Roperrson. On that chart there on taxes, take France. 
Is it not true that France relies primarily upon the sales taxes and 
transactions taxes and has never been able to reach the rich people of 
France who are supposed to have from $2 to $3 billion of gold hidden 
over there waiting for a stabilized world in which they think they could 
use that? 

Mr. Srassen. It is true the taxes fall upon the people to a greater 
extent in France than in many other countries. 
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We are not sending any dollars to France. We are sending to 
France arms, planes, tanks, and munitions and are providing certain 
exports from the United States to France in this program to bring 
France through this postwar situation. 

I realize that the Senator is very critical of France. I think you 
must at the same time consider that here is a country that has been 
overrun in this last war, and thank God, we were not touched. We 
must be very thoughtful when we sit in our position of great wealth 
and great riches untouched by war and are too critical of another 
country that has gone through the tragedies and the burdens France 
has had. 

Senator Rosertson. I do not mean to be critical of France. 


FRENCH TAX INCREASE 


Mr. Strassen. With all of this France is building her defense effort. 
France is moving. Can you think of the parliament of France with 
a 31 percent tax burden yesterday voting to slightly increase those 
taxes in order to try to get on a sound financial basis? France is 
carrying through its defense effort, building up its divisions. 

General Gruenther will be before you next Wednesday to talk to 
you firsthand of these NATO forces, including the French divisions, 
and his judgment will be the military judgment which you should 
have on that situation. 

Senator Ropertson. But the President has recommended we cut 
our own Air Force $5 billion. You come before us and ask us to 
give $750 million to the Air Force of France. Would I be critical 
of France if I would say that I would rather put the $750 million on 
our own Air Force? 

Mr. Srassen. Senator, we are not recommending $750 million for 
the Air Force of France. The amount is a much smaller amount. 
I can give it to you in executive session, but it is a much smaller 
amount than that. Those figures in detail are classified. But may 
I say to you that every dollar that we propose to help finance air 
planes in Europe, including France, has been approved by the Defense 
Department and the United States Air Force. 


IMPORTANCE OF FOREIGN AIR FORCES 


In other words, when you think of the whole air position of the 
United States, the strategic bases which are the deterrent to the 
Soviet Union beginning a third world war, and the defense of those 
bases, it is tremendously important that there be a strong RAF, that 
there be a strong French Air Force, that there be Norwegian, Belgian, 
and Turkish air squadrons, because the presence of those fighter 
squadrons and those jet interceptors and those fighter-bombers is 
the kind of thing that will mean more security to the United States 
than a similar number here, and at the same time they cost less than 
do United States squadrons. They do not involve United States 
men endangered in the operation. 

We know that some of those air forces have proved, particularly 
the RAF, that they are some of the best air fighters in the world. 

So from a standpoint of United States interests and the security 
of the free world, we feel, as President Eisenhower has said, that you 
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can gain more security for a dollar spent to back up these air forces 
in these modest amounts than for the same dollar spent added to the 
United States Air Force. 

Senator Ropertson. Does our Air Force recommend money be 
taken from their fighter planes and given to the French? 

Mr. Strassen. It was not a question of one program versus the 
other, of taking from one and adding to the other. We decreased 
the amount for Europe more than we decreased the amount in the 
domestic budget. We came down from $7.6 billion in President 
Truman’s budget to $5.2 billion in this program. We decreased 
Europe to an even greater degree because we increased in the Far 
East and Near East, as I indicated. 

Senator Roperrson. I will not ask any more question, Governor, 
until you reach the technical assistance program. 

Senator Dirksen. Mr. Chairman. 


HEARING PROCEDURE 


Chairman Brinces. So that we may maintain order, will members 
of the committee please address the chairman? Then we will see 
that everybody has an opportunity to be heard. 

Senator Dirksen? 

Senator Dirksen. I have a few questions. First of all, I think the 
committee ought to know how this presentation is going to be made 
and at what point certain specific questions can be asked. 

Now, Governor, [ assume you are going to be content with general 
observations, and then as we get to specific countries, will you have 
some member of your staff available to respond to any questions with 
respect to Europe, the Far East, Africa, and so forth? 

Mr. Strassen. We will respond to the committee’s wishes as to our 
presentation. Many of the matters when you get into specific armed 
forces of countries, will of necessity be in executive session if we are 
to be really informative, because of the classified nature of the ma- 
terial. 

The matter whether a session is open or executive is entirely up to 
the committee. We will have available the military officers of the 
three services, the representatives of the Department of Defense and 
of State. We will have General Gruenther coming over from Paris, 
who has the responsibility as of tomorrow for the NATO forces, and 
we will also summon any other witnesses that the committee wishes 
to hear on any part of this program. 

Chairman Bringes. Governor, is it planned to have Admiral 
Radford appear as a witness on the bill? 

Mr. Srassen. If the committee wishes to hear from him, I would 
endeavor to see whether he is back. 

Chairman Bripges. Will he be back next week? 

Mr. Strassen. My last information was that he will arrive in town 
from the Pacific on Sunday or Monday. If the committee wishes to 
hear from him, we would send him a cable and try to work out the 
arrangements. 

Chairman Brinces. If General Gruenther is to appear on next 
Wednesday, perhaps on Thursday or Friday, if it is possible, we would 
like to hear from hanitel Radford. Then another witness we would 


be very interested to hear from, if you can have him over here, is 
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General Chase. We have heard from him before and we would like 
to hear of the progress in that area and from him directly. 

Those are the only two witnesses, other than the ones you have 
listed, that the members of the committee have spoken to the chairman 
about particularly. 

Mr. Strassen. We will immediately make an inquiry as to when 
General-Chase could be here. 

Senator Dirksen. You took account of the action taken by the 
Senate with respect to the determination of the program on June 30. 
Do you subscribe to that action in its practicality? 


RESPONSIBILITY OF CONGRESS 


Mr. Srassen. Each Congress each year must pass on the security 
program of the United States, including this question of what to do 
in overseas security. Of course, it is entirely up to Congress as to 
how they provide the terms of their legislation. I think it is very clear 
that—when you think of Turkey and its crucial divisions at the 
Dardanelles that so long as there is a Soviet threat, there will be a 
necessity of the United States doing something in backing up those 
divisions. 

When you think of Formosa and its critical position there, there 
will be a continuing need 

I would say as far as anyone could tell at the present time, and no 
one knows the nature of the Soviet threat next month or next year, 
the likelihood would be you must think in terms of a Soviet threat 
of 10 years, and under that circumstance it will be both necessary 
and wise for the United States to do something in helping the strength 
of the rest of the world even though it would be much reduced from 
what it has been in former years or than it is this year. 

Senator Dirksen. Are you speaking now of the military or an 
economic aid program? 

Mr. Srassen. I am speaking essentially of the military with 
sometimes a small amount of economic aid, as in the case of countries 
needing it to make it possible for them to sustain their armed forces. 
But we are moving toward a very rapid pace out of the economic aid 
side. 

REDUCED ECONOMIC AID TO BRITAIN 


In this bill before you last year Great Britain had $400 million of 
economic aid. We are proposing in this bill to ease down to $200 
million, one-half the amount, and to further relate that $200 million 
thus: $100 million directly for the RAF because it is in our interests 
to see that the RAF is building strong and clear; and $100 million of 
United States surplus agricultural products, such as cotton, wheat, 
and lard. 

We can best afford to help them in that particular aspect. From 
that point we can ease out. We feel that if you dropped entirely from 
a $400 million level to zero in 1 vear you could have such a disrupt- 
ing effect on the trade and payments situation that it would, in effect, 
in the long run, lose from the United States security interests because 

the world-security aspects of Great Britain 
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PROGRAM LIQUIDATION 


Senator Dirksen. Then, in short, you do not agree this program 
should be liquidated on June 30, 195 54? 

Mr. Srassen. Certainly not from anything you could foresee at 
the present time. You may reorganize it; you may put it somewhere 
else to be conducted; you may handle it in an entirely different way, 
but if you are concerned about the future security of the United States 
and the peace of the world, you cannot in the face of a continuing 
Soviet threat abdicate the leadership of the United States in this 
critical situation. 

UNOBLIGATED FUNDS 


Senator Dirksen. What was your unobligated, unallocated, un- 
spent, and unearmarked balance as of June 30, 1953?- —meaning what 
funds did you have that were absolutely free for disposition and had 
not been earmarked or promised or allocated or obligated or tagged 
in any way? 

Mr. Srassen. About $500 million which we are reporting for appli- 
cation to future programs or such other action as the committee may 
wish. 

Senator Dirksen. I notice from the last report of the Byrd com- 
mittee they estimated the amount at about $1,600 million of unobli- 
gated funds as of June 30. Does that mean since that report, which 
was probably a good 30 days ago, that $1,100 million has since been 
obligated? 

Mr. Stassen. No. You asked about the earmarking and the free 
funds, which is a different thing from the legal obligations. 

There has been a General Accounting Office study requested by the 
House committee which went back to the obligations that were made 
14 months ago at the end of the 1952 calendar year for certain mate- 
rials that were in stock. The General Accounting Office ruled that 
those obligations were not obligations in the legal sense. Therefore, 
we had a deobligation process of about $1,200 million. 

Then we have certain of our unobligated funds that are earmarked 
for Spain. There is a $125 million carryover there that has not been 
obligated because the agreements with Spain have not been concluded. 
There are other transactions of that kind. In fact, we are preparod 
in executive session to analyze that entire situation with this committee 
in complete detail, and it will then be for the committee to decide 
whether that fund is to be carried over—we are recommending that 
it should be in order to obtain the tanks and planes that are antici- 
pated from these earmarked funds that are not legally obligated 
or whether the committee decides otherwise. 

But there is in that amount about $500 million which we report 
to you as definite savings that are available for either credit on the 
future appropriation or any other action the committee wishes to take. 

Senator Dirksen. Do you have in mind a figure of goods in pipe- 
line that have not actually been delivered under the program, of all 
kinds of goods? 

Mr. Strassen. Of all kinds, including military? 

Senator Dirxsen. Yes. 
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Mr. Strassen. Yes. The overall would be about $8.8 billion in 
military goods around the world that are in some process, either 
just beginning to be produced and accounted for or are nearing the 
point of delivery, and about $1.5 billion of various other commodities 
and services and things of that kind. So, it is about $10.3 billion, 
approximately, of the program that is under way on this worldwide 
basis. 

PERSONNEL 


Senator Dirksen. What is the total personnel now of MSA, 
divided as between, No. 1, American personnel, and No. 2, indigenous 
personnel in all foreign countries? 

Mr. Strassen. I have some charts that will give that to you in 
precise amounts and the exact figures. They are the personnel 
charts. That includes what they are doing in the program and where 
they are located. 


FURTHER DISCUSSION OF AID TO FRANCE 


Chairman Brinces. Before you go into this, there is one statement 
1 understood you to make, and that was the fact we were sending no 
money to France, just armament. You mean technically. However, 
that would not be correct, because we are sending dollars to buy 
armament in France, are we not? 

Mr. Stassen. Weare purchasing goods that are produced in France. 

Chairman Bripges. In other words, we are sending the dollars 
to them to do that? 

Mr. Srassen. To pay for the production. 

Chairman BripGes. So, technically, we are furnishing dollars or 
sending dollars overseas as well as goods and services? 

Mr. Strassen. The question was whether we were making a gift of 
them. I hold that there are no gifts in this program as it is now 
developed. It is a matter of a production or an accomplishment that 
we wish to see take place and which we make possible by reason of our 
dollar appropriations. 

Senator ELtLenper. Mr. Chairman. 

Chairman Brineges. Senator Ellender? 

Senator ELLenper. Governor, I presume that you will try to make 
a case in order to have the Appropriations Committee appropriate the 
entire amount authorized recently by the Congress. 

Mr. Strassen. Yes. In fact, the authorization has not yet been 
completed. 

Senator EtitenperR. You will try to make a case for the entire 
amount? 

Mr. Strassen. | am not trying to make a case; I am trying to present 
to this committee for their deliberations the facts as I see them in my 
responsibility. 

Senator ELteNpDEeR. Are you going to recommend the entire amount 
that was authorized? 

Mr. Strassen. There are a few places where I feel in our rescreening 
that it will be somewhat less than the authorization. 

Senator ELLENDER. How much less? 

Mr. Srassen. It will be about $195 million less in our rescreening. 
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FURTHER DISCUSSION OF CARRYOVER 


Senator ELLenper. Last year, according to figures that I have 
before me and which were included in the report made by the Foreign 
Relations Committee for the entire fiscal year 1953, there were ap- 
propriated $6,300 million. How much of that amount will be carried 
over into the fiscal vear? 

Mr. Strassen. How much of that amount from an expenditure 
standpoint or on an obligation standpoint? 

Senator ELLenpgER. Last year Congress appropriated for the same 
purpose a little over $6 billion. How much of a carryover out of 
this figure will there be to go into this year? 

Mr. Srassen. There will be approximately $800 million of that 
carried over and approximately $1,200 million of those deobligations 
of the year 1952. 

Senator ELLENpDER. I want to confine it to the $6 billion plus. 

Mr. Srassen. I would give you a round figure. It will be around 
$800 million, which includes Spain, $125 million, and things of that 
kind. 

Senator ELLeNpreR. Last year when the Congress was confronted 
with the bill which finally came out of the committee or was finally 
signed by the President, we were told by General Eisenhower who 
was then in Europe that we should appropriate $7 billion. 

I would like for you, if you can, either now or before these hearings 
are over, to tell us why it is that the administration last year was so 
insistent in having the Congress appropriate over $7 billion when we 
cut it to $6 billion, and after cutting it to $6 billion you still come 
here with a carryover of $800 million. Somebody must have made an 
error. Will you be able to tell us how this huge error was made? As 
I figure it out, the estimates presented to us last year were in error 
$1,800 million. 


DIVERSION OF GOODS TO KOREA 


Mr. Strassen. The principal reason is that many of the goods 
originally anticipated to be produced and delivered for this program 
had to be diverted instead to Korea because they had not made pro- 
vision for the financing of the munitions necessary to carry on the 
Korean war. So we have had a slowdown in our deliveries in this 
program to western Europe and other parts of the world and 
diversion of those 

Senator ELtenper. That applies to another appropriation. I wish 
you would confine your answers to the appropriation made last year 
for the same purposes that are now being asked. We have a carryover 
from previous appropriations, according to your statement, of over 
$800 million. 

Mr. Strassen. Not a carryover. 

Senator Ettenper. I mean still on hand but obligated. 

Mr. Strassen. That is right. 

Senator ELutenper. You also have one billion and a half that is 
unobligated? 

Mr. Strassen. That is correct. 

Senator ELLeENDER. Do you mean to say that the reason you have 
this $800 million carryover from last year is because of the Korean 
war? 
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Mr. Srassen. That is the major reason that the production and 
deliveries could not take place under this program in the magnitude 
they were planned, because of the necessity of diverting them to the 
Korean war; the steel strike was the other factor that cut down the 
rate of production in these military goods destined for this mutual- 
security program. 

Senator Expenper. How much of this $800 million was for other 
than military purposes? I mean the carryover. Can you give us a 
breakdown of that? 

Mr. Stassen. We can give you a precise breakdown but I would 
say about $200 million other than military. That included funds for 
Spain which are still earmarked and $44 million for Palestine refugees. 
We have not been able to make good use of that because there has not 
been a solution. 

Senator ELLeENDER. When it was presented to Congress we were 
told that it was necessary, and yet after it was appropriated you 
couldn’t find good use for it? 


RESETTLING OF PALESTINE REFUGEES 


Mr. Srassen. I was not presenting the program then. Neverthe- 
less, 1 do understand that it was anticipated at that time they could 
make progress in the resettling of the Palestine refugees. There are 
800,000 Arab refugees in the Near East in four countries, Jordan, 
Egypt, Syria, and Lebanon. These 800,000 refugees are one of the 
very critical problems. If they could have moved to resettle them, 
this money would have been necessary, but it was not possible to get 
the agreements with the governments to move ahead on the resettle- 
ment. Therefore, we are reporting to you now that we have this 
balance unused available. 

The other amount is $37 million connected with the Italian air- 
craft program in which we have not yet, as you say, been able to 
make a sound program for the production of this Italian aircraft. 
Therefore, we held the money and did not commit it. 

Senator ELuenper. This $800 million that you are speaking of 
from the $6 billion appropriated last year is unobligated? 

Mr. Srassen. That is right. 


FUNDS ON HAND 


Senator ELLenperR. How much have you on hand that has not 
been paid out? 

Mr. Srassen. A little over $10 billion. 

Senator ELLenper. I mean from the $6 billion. 

Mr. Srassen. From last year’s appropriation? 

Senator ELLenprerR. Yes. I want to try and gauge the future by 
what you did in the past if we can. The administration came before 
Congress and said, ‘‘We need $7.3 billion and if we do not get it 
the world is going to fall.”’ Congress had the courage to cut it a 
billion dollars, and now you come before us and you did not need the 
$1 billion but you have a carryover of $800 million and quite a bit 
unspent. 

Mr. Srassen. I was not here, sir. 

Senator ELLenper. I understand. 








scetlltrida> 


«elle ota abt SG 


wey 


MUTUAL SECURITY APPROPRIATIONS, 1954 25 

Mr. Srassen. That is one of the reasons we come before you, not 
with the $7.6 billion from President Truman but with $5.4 billion. 

Senator E.uenper. It is almost the same. It might be bigger 
before we get through, but the amount that is being asked today is not 
a difference in amount from what was appropriated last year. 

Senator Ropurrson. I can call attention to another category the 
Governor has not mentioned if the Senator will yield. 

Senator ELLENDER. Yes. 


USE OF 1952 ASIA FUNDS 


Senator Rosprrrson. I understand, Governor, out of TCA’s Asia 
1952 funds of $88,036,346 payments of $1,920,267 were made to June 
30, 1952. During 1953 to May 31, $28,261,039 in payments were 
made for a total cumulative payment to May 31, 1953, of $30,181,306. 

Out of Asia 1953 funds of $69,577,764 payments to May 31, 1953, 
total $6,290,985 

In summary: TCA has actually paid out to May 31, 1953, out of a 
total of $157,614,110 only $36,472,291. 

Are those figures correct? If they are, why do you tell us you must 
have more money for technical cooperation in the Far East? 

Mr. Strassen. Those figures, | believe, are substantially correct as 
] heard them read. We can check in the record and give you the 
exact figures if there is any difference. The situation is, Senator, just 
this: When I took office under President Eisenhower’s appointment | 
immediately established the policy that we would be very careful and 
conservative in our expenditures, and that we would not rush to spend 
money just because it had been appropriated; that we would be care- 
ful in the contracts we made; that there would be no quick obligating 
at the end of the year; that we would report the exact figures to these 
committees; and that we would manage the funds that way. 

So most of these remaining funds are now obligated for various 
projects that are underway in these countries. We shall present to 
you in detail country by country what we feel should be done in the 
next year and what additional appropriations it would require to do it. 


USh OF EMPLOYEES FROM VARIOUS DEPARTMENTS 


Senator Rosmertson. Would you say it is economical and efficient 
in this Technical Cooperation Administration for vou to be paying 
1,844 employees of other departments, State, Agriculture, and 04 
have you, to advise you on how to spend the money in the Far Eas 

1,844 of other Government departments you are paying the alee 
for and all the traveling expenses to send ‘them abroad? 

Mr. Svassun. My viewpoint has been that if I need an agricultural 
expert, instead of going out to hire one in the country, I should use 
one now in the Government or in the Agriculture Department and then 
reimburse that department. ‘That way we save money for the Gov- 
ernment and we get better results. 

Senator Rospertson. You are saving money when it costs you an 
average of $25,000——— 
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Senator Tuyr. Might we have the witness make his statement 
without interruption so we can get a continuance in the reply? It 
is impossible to follow the witness if you cannot have a reply from him. 

Chairman Bripces. Please proceed. 

Mr. Strassen. It has been my policy that I should have the minimum 
of employees in my own organization. You will see now in these 
charts the movement that has been taking place. We draw on other 
departments rather than build an empire of our own in the Govern- 
ment. Then we reimburse the other departments because it is much 
cheaper and more efficient. 

Senator Maanuson. Why? The other department hires a man 
to replace them. 

Mr. Srassen. Because if you can have somebody to do a job for 
3 or 4 months and go back to the Department, they frequently can 
get along without them for that period. 

We were on Senator Dirksen’s question when this came up. 

Chairman Brinces. I will go to Senator Ellender and then call on 
Senator Young next. Let us have this orderly and have the members 
address the Chair. We will give everybody a chance. 

Senator ELtenper. | was almost finished. I have a good many 
more questions to ask. 

Senator Smirxa. Will you advise us how long the Governor will be 
with the committee? There are several of us who have a number of 
questions we would like to ask and whether we ask them at this time 
or in executive session or at a future time is of interest to us. 

Mr. Strassen. I will be available at any time the committee wishes, 
subject to certain requirements. We are also presenting our program 
to the House Committee and we will have to work out the schedule 
there. Subject to a possibility of an NSC meeting or a conference 
committee between the two Houses on our authorizing legislation— 
we have all these matters up at once—I will be available between 
those requirements continuously from this point on. 

Chairman Brinczs. I will say to Senator Smith that the Governor 
will be available to us, probably, with few exceptions, through this 
week and next week, and we can get him back at any time it is de- 
sired. Our plan is to run until about 12:30 today and then this 
afternoon hear Secretary Dulles. Then we will resume tomorrow 
again with Mr. Stassen testifying tomorrow morning. 

Mr. Srassen. If you wish, Mr. Humphrey, the Secretary of the 
Treasury or Mr. Nash, the Assistant Secretary of Defense, is available. 


FURTHER DISCUSSION OF CARRYOVER 


Chairman Bripces. Senator Ellender. 

Senator Exttenper. As I heretofore stated, I wish you would 
relegate your answers to the appropriation we made last year of $6 
billion plus. As I indicated a while ago, the request was for $1 
billion more than Congress actually appropriated. You stated a 
while ago of this appropriation, $800 million was unobligated. 

The next question is, How much of it is unexpended? 

Mr. Srassen. The unexpended is not separated out between the 
different years. In other words, between 1951, 1952, and 1953. 
This is an accumulative program. So, for example, there have been 
aircraft ordered as far back as 1951 that are not yet delivered and 
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paid for because the producing of new aircraft is quite a long process. 
It is not possible for me to separate accurately out of our unexpended 
balances which appropriation they relate to. But the gross of 
unexpended funds is approximately $9.8 billion or a little more. 

Senator ELtenpver. This $9.8 billion would inciude a part of the 
$6 billion we appropriated last year? 

Mr. Stassen. That is right. That is, those items that were ordered 
from last year’s appropriations; the aircraft, tanks, cotton, and 
various things that have not yet been delivered and paid for. 

Senator ELLeNDER. You say the reason this was not delivered was 
because the goods that were then in process were used in Korea? 

Mr. Srassen. That is the major reason. There was a very major 
diversion. The tanks, planes, and other things properly needed to 
be diverted to the place where the fighting was going on. That 
slowed down the deliveries to the NATO forces and to the rest of 
the world. 

SCREENING OF REQUESTS 


Senator ELLenpeR. You also stated a moment ago that since the 
Senate acted upon the authorization here recently that you have 
again screened the requests and you are able to tell us now that you 
will ask for what figure less? 

Mr. Strassen. I think it is about $156 million. 

Senator ELLeNDER. Less than what was authorized by the Senate? 

Mr. Strassen. That is right, because of some of these savings. 

Senator ELtenper. I do not understand that. Savings out of 
what? 

Mr. Strassen. By rescreening the programs that are in and by 
developing longer term contracts with other countries paying more of 
the bill so we pay less. In other words, my whole approach is the 
same as yours: Get the most security for the least dollars. I am 
every week taking steps that will save money rather than spend 
money. Maybe if we have that aircraft chart 1 can give you a 
dramatic example of it. 

I will show you how we are moving to make these dollars go forward 
and get more security for the United States under our reexamination 
of the program. ‘That is a continuous process. We so reported when 
we first came before the Foreign Relations Committee in May how 
Wwe were moving on these things. 

(The following chart was submitted:) 
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PLANE PURCHASE CASE CITED 


Here is one example of what we have done. There was a program 
when we came into responsibility for the purchasing of certain air- 
— over in Europe to help in this jet interceptor program. I took 

two policy decisions after | came into responsibility. One was that 

we would purchase no aircraft in Europe that was not evaluated by 
the United States Air Force as being top flight. So I pushed aside 
some transactions in which our Air force had not evaluated them to 
be top-flight planes. They evaluated Hawker-Hunter jet interceptor 
which is a new aircraft, swept-back wings, a jet job. 

The French Mystere-lV was a top-flight plane. On that decision 
by our evaluators who flew these planes, this was decided. 

The other policy decision was that we would put our money in only 
if they combined production and purchasing with some of their own 
money so they would get a production base. Out of that we got Bel- 
gium, the Netherlands, and the United Kingdom to join toge ether in 
the purchase of Hawker-Hunters, with Belgium and the Netherlands 
putting in $117 million, with the United Kingdom putting in $7¢ 
million, and the United States putting in $195 million for a combined 
production job. 

That long-term contract is now underway. And a similar deal with 
France, Just last week, the Mystere-LV, once off the line, broke the 
sound barrier. You may have read of the loud clap over Paris. 
These are two top-flight planes. 

In this transaction we have saved at least. $40 million. We are 
getting better planes for the future and we will have a production base 
in Europe so they can provide spare parts and replacements without 
spending dollars for them in the future. That is the kind of a move 
we are making to have this money go further. 

My plea to the committee ts that instead of handicapping us in 
advance and making it impossible to make some of the orders, let us 
move very carefully under President Eisenhower's direction to make 
these contracts on a long-term basis, always having in mind it is the 
security of the United States and of the free world that is involved. 

Chairman Bripces. Senator Young, you may inquire. 

Senator YounG. | have one question. 


FUNDS FOR MILITARY PROJECTS 


Approximately how much money under this and former appropria- 
tions would be spent for strictly military programs, as compared with 
nonmilitary programs such as technical assistance, water projects, 
and the purchasing of United States agricultural commodities? 
What part of this appropriation and prior appropriations would be 
spent for strictly military purposes? 

Mr. Srassen. In this appropriation 80 percent plus will be military 
and something less than 20 percent will be everything else. Within 
the “everything else,” within the 20 percent, the agricultural products 
will probably be somewhere between $200 million and $300 million. 
There is a further factor involved from an agricultural standpoint. 
That is, when they produce military equipment for which, as the 
Chair pointed out, we in part pay with dollars as on the chart here, 
they may use some of those dollar earnings to import needed agricul- 
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tural products from the United States. They use those dollars with 
which we have helped pay for the planes to import some agricultural 
products they need from the United States. So there is an additional 
amount involved there in agricultural products. 


PUBLIC PROJECTS 


Senator Youne. How much will be spent for water projects and 
other public works? 

Mr. Strassen. We have not pulled out the water project as a sepa- 
rate item, but we will do that for you and report to you. The water 
projects are particularly in the Near East, where they have been 
entirely without water. We are drilling some wells and putting in 
some irrigation canals with the local countries. 

Senator Youna. And Italy, too? 

Mr. Srassen. Yes, some in the south. 

Senator Younc. How about prior appropriations or carryover 
funds? What percent of those will be spent for strictly military 
purposes as compared with nonmilitary purposes? 

(The information referred to follows:) 
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Water projects financed in part by MSA, by country, cumulative, May 31, 1953 


{Thousands of dollars] 
MSA pro 
I MSA paid 
curement hipn ts 
; shipments 
authorized i 
} } EAN fT Gt M 
Industrial projects 
France Ext I {t Office du Niger Irrigation Project in French 
West Afri 1, 276 1, 191 
Portugal Irrigat 1 power development in Sorraia Valley and 
Plains of Vila 1, 670 R28 
Overse territoric pecial reserve fund): United Kingdom 
Mid-Clarendo rigatio t, Jamaic 175 175 
Construction of reser rs, British Somaliland 32 2 
NOTE Excluded from the above tabulation is any assistance to Western European countries and over 
3 territori 1 sp. call lentified with the MSA industrial projects program or the overseas terri 
tory development fund General ¢ nomic assistance, comprising items such as lumber, metals, and 
machinery, may have been channeled into water project uch assistance, however, is not reflected in the 
abeve data since MSA does not maintain comprehensive end-use records for goods financed under the 
foreign-aid program 
Source: Statistics and Reports Division, Office of Research, Statistics, and Reports. July 10, 1953 
Amounts included in TCA estimates for water projects in 1944 
[In thousands of dollars] 
Water re 
yur i 1 Sanitary 
ces devel . 
7 water rotal 
opment and anoly 
rrigation PP 
Near East and Afriea é nical cooperatior 4, 497 1,443 5, 940 
South and southeast A 
echnical cooperat 5, 900 5, 990 
Special economic a t ‘ 40, 800 40, 800 
Latin America: Technical cooperation 250 430 680 
lotal _ matt 51, 447 1,873 53, 320 


Mr. Srassen. The percentage has been moving stronger on the 
military each year. There was a time after the war when there was 
no military in the Marshall plan. Then I think in 1950 you had the 
first military aid program appropriation. So the percentages have 
been shifting since that time. 

Senator Youna. About how much money will be available under 
prior appropriations for the purchase of agricultural commodities? 
[ am referring to carryover funds. 

Mr. Strassen. I would say there will be a reflection of agricultural 
purchases in the pipeline funds. I would rather that be furnished 
from the record, but it must be something over $100 million. 

Senator Youne. Thank you. 

Senator Smira. Mr. Chairman. 

Chairman BripGes. Senator Smith. 

Senator Smiru. I am willing to wait until Senator Dirksen and the 
other members ahead of me have asked their questions, just so long 
as I get a chance before the Governor leaves. 

Mr. Srassen. Senator Dirksen’s question is still pending. 

Senator Ture. Mr. Chairman. 

Chairman BripGes. Senator Thye? 
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INCREASED FOOD PRO})UCTION 


Senator Tuyn. What type of a program have you to increase the 
food production, not only m Europe but in Asia? That is, the Near 
East. What are the programs? 

Mr. Srassen. Essentially, threefold: (1) To improve the varieties 
of seed being used: (2) to improve the methods of agriculture, including 
fertilizers and things of that kind; and (3) to develop the water 
resources in the places where there is drought. So that threefold 
approach has been the approach toward increase of food of those 
food deficient countries where they have had recurring famine and 
things of that kind. 

Senator Tuyr. Are there any efforts to try to improve the method 
of tilling the land such as more modern machinery? 

Mr. Strassen. Yes. That is in the second method. We are trying 
to substitute the simple metal plows for the old crooked-stick plow 
and gradually improve the method that is involved. 

Turkey is one of the rather striking examples of it. Turkey is now 
supporting divisions of soldiers and still having now a slight food 
surplus, where they were very much of a food-deficit country 5 
years ago. 

Their production has come up very sharply, and they are living 
better. They are supporting a very excellent Army. They were one 
of the very first to go into Korea to help, and they have been doing 
their full part. 

In other countries it is in an earlier stage and not as much has been 
accomplished. 

Chairman BripGes. Senator Dirksen, would you want to resume? 


PERSONNEL 


Senator Dirksen. Mr. Chairman, I would like to go back to the 
personnel question. 

Mr. Srassen. | was just beginning to answer that. These charts 
indicate the personnel situations that the Senator asked about. In 
the whole mutual-security program there are 53,133 people working, 
71 percent of them in program operations, paid from program funds 

You will find mostly arsenal, shipyard, and depot workers there. 
In other words, that is the preparation of shipments for overseas. 

You will notice the figures here for those here and abroad. Then 
we have the other program personnel outside of the arsenal, ship- 
yard, and depot workers. ‘These other program personnel, United 
States and foreign nationals together, number 5,648, of which 501 
are in the Mutual Security Agency in the United States. 

We have broken that down as to types of employees and what they 
are doing and where they are doing it. This is as of March 31. The 
number has decreased since that time, and it has continued to go down. 


CIVILIAN WORKERS 


Civilian workers were 39,361. Of those, 31,274 were arsenal, 
shipyard, and depot workers engaged in the manufacture, repair, and 
shipment of military materiel. A considerable part of this is used 
United States materiel and is rehabilitated and then shipped over. 
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Of the overall total of 39,361 United States civilians paid from 
MSP funds, there are 5,228 in program direction and administration, 
and 2,859 are technicians and other program personnel. 

Foreign nationals working in the program total 7,011. Of these, 
1,942 are technicians and technician assistants. 

There are 1,074 foreign nationals working in United States depots 
abroad, with 3,995 working in clerical and custodial activities. 

Of 53,133 total MSP personnel, 6,761 are military; that is, uniformed 
United States military personnel. Of these, 1,641 are engaged in 
depot and post operations. The 5,120 include the MAAG and 
offshore procurement personnel, communications attachés, and 
United States Marines serving as guards in United States Govern- 
ment buildings abroad. 

The MAAG’s, of course, are the military-assistance advisory 
groups in the countries we are working with in this program. 

Where they work: 

The Defense Department has 76 percent of them. MSA has 10 
percent. TCA has 8 percent. The State Department has 6 percent. 

Where they are located: In the United States, 66 percent, which 
includes all the depot, shipyard, and arsenal workers and so forth. 

Europe has 19 percent; the Far East, 9 percent; the Near East 
and Africa, 4 percent, and Latin-America, 2 percent. 

i» We have the personnel trends by location, by nationality, and by 
main category. Going back to 1952 and on up, in the United States 
you see the trend: 48,522, 52,341, and 53,133. 

You have the United States nationals and you have the foreign 
nationals. You have the main categories, program operations, pro- 
gram direction, and the military. 

You see here how our increased deliveries which are now taking 
place, including the great shortages, have stepped up the activities 
in the arsenal, port facilities, and so forth. 

Here you see what we have done in relation to the so-called Ribicoff 
amendment. The minimum requirement was 5 percent. We have 
reduced in each instance in all areas—in the United States and over- 
seas—to a greater extent than the law required: 11.4 as of March 
31, in the overall; or in the United States, 12.5; and 10.8 abroad. 

(The following charts were submitted:) 
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Senator Rospertson. Would the Senator from Illinois yield for just 
a minute on the point of reduction of personnel? 
Mr. Strassen. I am coming to more of that. 


INCREASE IN TECHNICIANS 


Senator Rospurtrson. I may have to leave. I just want to ask 
about one country. I have seen figures that indicated that in India 
you had, in 1952, 114 technicians in your technical-assistance program 
at a cost of $1,419,700. In 1953 you had 124. That is 10 more ata 
cost of $2,915,000. 

What kind of experts did you get in that last 10 to justify an aver- 
age of $156,000 apiece for services in India? 

Mr. Strassen. Of course, you are talking about fiscal year 1953, 
7 months of which went by before I was in charge of the administra- 
tion of it. I think you will find that in 1952 the program was just 
beginning and you did not have a full year in 1952 in India. 

In 1953 the program reached what the former administration 
planned as its height of activity, but I will check the details of it. 

Senator Rosertrson. I think the committee would be interested. 
In 1 year you increased the number of employees in India by 10 and 
the cost of the program by a million and a half dollars, and it is hard 
for us to understand. 

Mr. Srassen. In the first year if they only worked 7 months, that 
would explain it. That may well be the situation. They were just 
starting out and establishing the program. That was under the 
previous administration. 

I will look up the facts and advise you. 

(The information referred to follows:) 

The increase of approximately $1,500,000 in technician costs in India in 1953 as 
compared with 1952 while the number of technician positions increased by only 10 
resulted from 2 factors. First, while the number of positions increased only 10 
from 1952 and 1953 the number of man-years of actual employment increased 
substantially more. Many of the positions were filled for only a fraction of a 
year in 1952. Second, in 1953 a number of contracts were signed for agricultural 


and engineering technical services running for more than the fiscal year, the cost 
of which was all chargeable to that vear’s funds. 


PERSONNEL TRENDS 


Mr. Srassen. Here are the MSA personnel trends by location: 

Those in the United States are the dark line, and abroad are the 
red line, and here is our estimated July 1, 1953. That is the manner 
in which we are reducing the MSA personnel. 

Here are the totals, foreign and United States nationals. The 
figure comes down from something like 5,300 to 3,700, practically. 

Here are the main categories, program direction and administra- 
tion, and program ope medians 

I might state that the downward trend which you see here on July 
1, 1953, is continuing. It is my policy to administer the program with 
the smallest possible number of Americans overseas, of the highest 
possible competency, because I feel that having too many defeats 
the very purpose of the program. 

Here is a rather dramatic situation. I had heard it said that there 
were too many Americans in Paris in this program last fall; so one of 
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the first things I did was to look into that when I went with Secretary 
Dulles in February and I reached the conclusion that that comment 
was a correct one. There were too many Americans in Paris, so one 
of the first things I moved on was to reduce the Americans in Paris. 
Here you see the sharp downward trend. 

This is the SRE, that is, the Central Office that they had there, 
which is being reorganized to be an office for representation to multi- 
lateral organizations. 

You will recall the comment about four ambassadors in Paris. 
That is changed. We just have the one United States Ambassador 
to France and the one Ambassador to NATO with no other ambassa- 
dors, and with the reduction in the ambassadors the whole personnel 
situation is also going down. 

This is SRE and this is the French Mission Office. Both of them 
are in Paris and they are both going down, as you see; in the MSA 
Mission to France, from 201 to 96, a reduction of 52 percent; and in 
SRE, from 1,290 to 1,041 on July 1. The projected figure for October 
1 is 803. 

This reduction in SKE did not go quite as fast as reduction in the 
mission because we were reorganizing the overall program in respect 
to the ambassador situation and we wanted to get the new people 
on the job before we moved too far. 


PERSONNEL REDUCTION 


Senator Dirksen. At that point, let me ask this: Have those 
persons you referred to actually been separated from Federal payrolls, 
or have they been transferred to some other agency? 

Mr. Strassen. They have been separated from Federal rolls. ‘There 
may be instances in which some of them have received other employ- 
ment, but the overall Federal rolls have also gone down, so that it 
has not been a transfer situation to other agencies. 

Senator Dirksen. As a net figure, what has been the reduction 
of American personnel and also native personnel from January 20 
to the last date for which a report is available? 

Mr. Strassen. I do not have that figure in my mind. The July 
1 planned figure, which I am quite certain we reached, but has not 
been verified yet from the field, is shown on one of these earlier 
charts. 

ELIMINATION OF SRE 


Senator Dirksen. You mentioned SRE, Special Representative, 
Europe. 

Mr. Strassen. That is right, Special Representative, Europe. 

Senator Dirksen. The investigating committee which submitted a 
report to Senator Bridges on the 14th of May of this year stated in 
its recommendations that SRE should be completely eliminated as a 
coordinating and operating office with jurisdiction over country 
missions. 


The sole function of the special representative should be to act as a permanent 
member of the NATO Council and United States contact point with OL KC, 

Mr. Strassen. That is precisely what we are doing. We are carrying 
out that recommendation. That was also the recommendation of 
the business evaluation teams that I asked to go overseas in February. 
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They were practically unanimous in that recommendation, and the 
President has issued a new order that that in effect be carried out, 
and the new organization is the United Stated Regional Organization 
mission, which goes to NATO and OFEC. 


INFORMATION PERSONNEL 


Senator Dirksen. How many of your people are engaged in infor- 
mational activities? 

Mr. Srassen. | will get that figure for you. Ours has not been 
large and in another 30 days it will be consolidated in the new infor- 
mation organization if that plan gocs imto effect. 

(The information referred to follows:) 


INFORMATION PERSONNEL IN MSA 


The latest information available in MSA Washington, subject to adjustment 
by outstanding reports from the field with respect to pending personnel actions, 
shows the following: 

The Washington Office of Public Reports currently includes 33 employees, of 
whom 10 will be transferred to USIA effective July 31. Of the remaining 23, 
15 are working on domestic reports and the rest are concerned with labeling of 
MSA financed commodities with the United States emblem, supporting technical- 
assistance activities Overseas, maintaining liaison with USIA, et cetera. 

There are currently 63 American and 477 local information personnel in Europe. 
All of them are scheduled for transfer to USIA effective July 31. 

The foregoing figures exclude personnel providing technical aids and audio- 
visual training support as integral parts of technical assistance in such fields as 
health, agriculture, education, public administration, and industrial development. 

Senator Dirksen. You will then cut off all informational personnel 
and consolidate them with other informational activities? 

Mr. Strassen. As of August 1, that is right. 

Senator Dirksen. Then I assume that you have made some plans 
about the prospective changeover as a component in the State 
Department under the Foreign Operations Section? 

Mr. Strassen. Yes. We are in the process of planning how we 
should establish the Foreign Operations Administration, which will 
take its foreign-policy guidance from the Secretary of State; defense 
policy from the Secretary of Defense, and through him the Joint 
Chiefs of Staff; the Treasury policy from the Secretary of the Treasury; 
and will coordinate the operations in one compact operations unit. 

Senator Dirksen. Will that result in further reductions in 
personnel? 

Mr. Strassen. It will. Particularly in many of these fields where 
you have technicians and the recruiting of technicians, we will con- 
solidate an overhead and will reduce further our personnel. 

Senator Dirksen. I have a lot of individual questions later, but I 
want to ask one other. 


SURVEYS BY BUSINESSMEN TEAMS 


There were 14 businessmen teams that went abroad to make these 
surveys in different countries and they made a rather detailed report. 
That report is restrictive in nature and my understanding is that the 
secrecy tag has not yet been removed; is that correct? 

Mr. Srassen. The secrecy tag has not been removed, but the reports 
have bonis furnished to the committees of Congress on a classified 
basis. 
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Senator Dirksen. My question is: Will the restriction on those 
reports be removed so that they are available to everybody, including 
the public? 

Mr. Srassen. Of course, the military information cannot be 
declassified. What we did was to declassify all information that 
was not of a security nature, checking the declassification with the 
Department of Defense and the State Department, and then released 
the remaining facts. We had the teams themselves come back, 
and review what it was we were releasing. 

Also the authorizing committees heard some of the members of the 
teams in direct testimony. 1 think some were closed sessions and 
some were opel sessions. 

Senator Dirksen. There were some general recommendations 
in the report and I have all of them. I have examined them pretty 
carefully. 

Mr. Srassen. I believe they were furnished to you as a member 
of this committee. 

Senator Dirksen. That is right. I certainly would not violate 
the confidential nature of these reports, but there are some questions 
that would be predicated on these reports and 1 would not ask them 
in Open session. 

Mr. Strassen. I think you would know what was security informa- 
tion and what was not. 

Senator Dirksen. I would have a general idea, but I would not 
want to embarrass MSA with some of the comment that might be 
contained in the report. 

Mr. Strassen. There is no security in embarrassing MSA. That 
happens very frequently. It is only security from the military or 
foreign policy standpoint. 

In other words, it is only those things that relate to military matters 
or that relate to another country. Sometimes there are comments, 
very pointed, of what they think of another country and what it 
doing. Obviously we should not publish those kinds of comments. 

Senator Dirksen. Without particularizing, I think it ought to be 
said that some of the teams had some very precise and definite notions 
about the termination of the program. 

I do think they are rather persuasive because it looked to me like 
you selected some very able people. You selected some very able 
people to go abroad. 


TERMINATION OF AID TO CERTAIN COUNTRIES 


Mr. Srassen. Yes. I think they said we should terminate eco- 
nomic aid in Belgium and that is what we are doing. Belgium is on 
its own feet now. 

In relation to some of the earlier questions, this is important, and 
Belgium has a good defense effort. They have no economic aid in the 
new program. They said there should be no more economic aid for 
Denmark and there is no economic aid in this program for Denmark. 

They said no more economic aid for the Netherlands and there is 
no more in this program for the Netherlands. 

They said there should be no more economic aid for Germany except 
in connection with the refugee situation, and we have no economic 
aid in this program for Germany except for $15 million directly related 
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to the refugee situation, and that team came back and said that was 
a good answer and a sound answer to that situation. 

They said that the French aid should be related almost entirely to 
the Indochina War, but apart from that France should practically 
get along without economic aid. 

You will find that the economic aid in this respect is $400 million 
in relation to the military effort in Indochina and $100 million in 
relation to artillery units in Europe. 

There was a difference on Italy. They said no more economic 
aid for Italy. It was our conclusion that $20 million, I believe, should 
be in this program to carry through the southern Italy program which 
has been the slowest part of the program, and we felt that it was in 
the United States interest to put in $20 million there. 


CURTAILMENT OF AID TO BRITAIN 


They said that the British program should not be over $250 
million, and we are putting in $200 million, so we are $50 million less 
than that report there. 

They said that Turkey needed some further help related to the 
defense effort, but we ought to make it a loan rather than a grant. 

In my judgment, if you make a Joan that you know they cannot 
really repay, you create a source of irritation to yourself and to them 
and it is not really sound policy, so I have put in here $50 million as 
a grant to Turkey instead of 50 million as a loan, because a loan can 
create a bad situation when Turkey really does not have the earnings 
in dollars to repay a loan. 

Senator Dirksen. Will you let me interpose for a moment? As- 
suming, of course, that you cross your fingers on a long-term loan 
on the theory that it is very dubious whether it will be returned, is 
there not there involved, of course, an element of national self-respect 
for these people with respect to a loan that might make it more ad- 
visable than a grant? 


TURKISH DEFENSE EFFORT 


Mr. Strassen. If a loan cau be repaid by the very best of national 
effort, then you are absolutely right. However, in this case Turkey 
is maintaining large military forces in that very critical point. It is 
a tremendous defense effort that Turkey is putting forth, so that with 
that picture they should have properly very great self- respect for 
what they are doing in relation to the rest of the world. 


You, of course, know this is the Dardenelles and here is this border 


of the Near East with the U.S.S.R. Here is Turkey‘with a thousand 
miles of border. There are a lot of mountains in here and they 
have an impressive number of troops. They are training them effec- 
tively and they are strengthening them further. They have sent 
some troops to Korea. 

In fact, when we visited there, and the Secretary of State laid a 
wreath at the tomb of the Unknown Turkish Soldier, the honor guard 
was composed of veterans of the Korean war, so with that situation 
I do feel that $50 million to back up the Turkish effort would be some 
of the best $50 million the United States could spend in the world 
security picture. 
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Senator Dirksen. Mr. Chairman, I have one other question here. 

Mr. Strassen. May I follow through your other question on the 
business teams? 

On Formosa, that is, the Chinese Republic, and on the Philippines, 
and on Indochina, we are carrying through the businessmens’ recom- 
mendations in the program that is be fore you. I believe the only 
few differences are the two I gave you of the Italy and the Tur! key 
teams. 

REDUCTION OF AID TO GREECE 


In Greece we are also following through with the business team 
recommendations. We have dropped the aid down here to $20 million. 

Senator Maanuson. Did you send a businessman’s team to Japan? 

Mr. Srassen. We did not send a business team to Japan. 

Chairman Bripeges. Governor, one thing in connection with Senator 
Dirksen’s question: On a chart in your previous statement you indi- 
cated that there are a certain number of people in the Office of Special 
Representative. Our records show that there were 1,455 people on 
that payroll rather than the number that you listed at that time. 

Mr. Srassen. The ones I listed were those on the MSP agency 
payrolls (i. e., the Departments of State and Defense, and the Mutual 
Security Agency) and paid out of MSP funds. 

In other words, we did not finance all of the people in the office. 

Chairman Bringes. In other words, the people that were listed in 
the office were professional representatives that might have a tele- 
phone listing there but it did not mean that they were all on your 
payroll or were assigned to your office? 

Mr. Srassen. Of course. The Special Representative, Europe, did 
not only represent Mutual Security. Under the former program he 
was a representative of the President and represented State, Treasury, 
Defense, and MSA. 

Chairman Brings. So that my figure of 1,455 people, which has 
been given the committee, represents not only your department, but 
various other departments and that accounts for the difference in 
the figure? 

Mr. Srassen. That is right. 

Senator ELtenperR. Mr. Chairman, may I ask one question? 

Chairman Bringes. Senator Ellender. 

Senator EL.LenprerR. Governor, I wonder if you could give us in 
round figures the amount of economic aid in this bill, that is, aid 
along the same lines provided for in the Marshall plan? I mean 
purely economic aid. 


TOTAL AID TO VARIOUS COUNTRIES 


Mr. Strassen. There is none that is exactly like it, but along the 
same lines it is $992,221 ,000. 

Senator ELLeENDER. Will you give us a breakdown of that for the 
record? 

Mr. Strassen. Yes; I can give it to you right now. 

That involves Austria at a cost of $20 million. 

These are programs, not commitments, but it is our present judg- 
ment of what can well be used. 

For Belgium the figure is zero. 


86234—653——4 
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Denmark, zero. 

France, $100 million. 

And Germany $15 million for refugees. 

Senator ELLENDER. As to this amount in France, is that military 
equipment? 

Mr. Srassen. That is pmned on to artillery and ammunition and 
some automatic weapons for the NATO French divisions. 

For Greece the figure is $20 million. 

Italy, $20 million. 

Spain, $10 million. 

Turkey, $50 million. 

And the United Kingdom, $100 million for the RAF and $100 million 
for wheat, cotton, and lard. 

Senator ExLenveR. Would you say that is more or less military aid? 

Mr. Srassen. 1 would say it is half and half, but it has a security 
interest. 

For Yugoslavia, the figure is $45 million, and undistributed, 
$38,200,000. 

Senator ELtenper. That totals $992 million? 

Mr. Srassen. That totals $518,200,000. In other words, this is the 
Europe portion. 

Now, I will go to Asia. 

There is $70 million for Formosa, and $425 million for Indo-China. 
That war is costing $1,200 million a year out there. 

That $495 million, with the Europe figure, makes $1,013,200,000; 
deducting out $21 million of carryover to apply against that figure, 
leaves the $992 million. 

Senator Ronperrson. May I ask a question along this point? 

Senator Corpon (temporarily presiding). Yes, sir. 

Mr. Strassen. Senator, may I complete the information that 
Senator Ellender wanted? 

You should also have in mind that there is a program in India- 
Pakistan and in the Near East that is a different situation. That has 
some relative relationship to the old Marshall plan type. You 
ought to have that in mind. 

Senator ELLENDER. Is that included in this $992 million? 

Mr. Srassen. No; that is not. That is why I say you should have 
that in mind. 

Senator ELLENDER. How much more is that? 


FAR EAST FUNDS 


Mr. Srassen. It is $140 million in the whole Near East, which 
includes all the Arab States and Israel, and $94.4 million dollars in 
India-Pakistan. 

However, there is a sharp decline in the economic side of the pro- 
gram and our policy is to fade out of it entirely in Europe very 
promptly. 

Senator Corpon. Senator Robertson. 

Senator Rosperrson. Where you have $100 million for cotton, 
wheat, and lard, does that mean that you exclude all other farm 
products by this country in this program? 

Mr. Strassen. No; it does not mean that, but it means in this 
particular transaction in relationship to the United Kingdom those 
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are three of the items which the United States has the greatest sup- 
ply of and which the United Kingdom needs, so we fit the United 
States supply and the United Kingdom need together with what 
we think is the minimum United States cost. 

Senator Ronertson. When I was in Germany last fall, I found the 
Germans very anxious to get some of our cigarettes. I had not 
realized that it was such a big revenue producer over there. 

Is there any provision in here to aid any country like Germany or 
any other country that gets a big revenue from the sale of cigarettes, 
let us say, to get any help on buying American tobacco? 

Mr. Srassen. It is my understanding that their tobacco purchases 
are entirely out of their own resources. 

In other words, there is no grant in this program for tobacco. 


WESTERN EUROPE 


Senator Rosertrson. Just one other question with respect to 
economic aid for Western Europe. 

You may remember that before he retired from ECA Paul Hoffman 
said that our economic aid io Western Europe would never be fully 
effective in the absence of economic unity in Western Europe, and 
with the exception of the Schuman plan, which has just got started, 
has there been any progress whatever in Western Europe in the 
direction of economic unity? 

Mr. Strassen. Yes. In addition to the Schuman plan, the basis of 
which is coal and steel, which is now pooled together for the six coun- 
tries, they are actively working toward an agricultural union. They 
have several plans to get a better flow of agricultural products within 
the European countries, and they are also working on what they call 
the European political community, which would bring their whole 
economies together, but that is in an earlier stage of discussion, draft- 
ing, and negotiation. 

Senator Ronertson. Would you agree with me that they will not 
get very far with political unity unless it is founded upon economic 
unity? 

Mr. Srassen. And vice versa. You will not get very far on eco- 
nomic unity alee you have greater political unity, and then the two 
of them are not much good unless you have a military shield so the 
Soviet Union does not take you over after you have an economic 
buildup. 

The three, I feel, are indispensable from a sound policy standpoint. 

Senator Ropertson. Paul Hoffman envisioned the military unity, 
and that is the NATO of the 12 countries, and EDC of the 6 countries, 
the economic unity, which not only embraced the steel unity plan, 
but a plan to bre ak the barriers as to quotas, and then the political 
unity. 

It seemed to me that the only concrete action that has so far been 
taken in that class has been the Schuman plan. 


EUROPEAN PAYMENTS UNION 


Mr. Strassen. They also have established the European payments 
union which is composed of all the countries in the OKEC, the 
Organization for European Economic Cooperation. 
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This European payments union is a method by which they ex- 
change their trade balances like a clearing house and has been a 
very important step of economic cooperation between these countries. 

Also I would say that you should not underestimate the paar e 
of the coal and steel plan. That just went into effect this yer 
We know that coal and steel are the very basis of an industrial economy 
and they have actually brought authority into one body for the coal 
and steel of the six countries of Germany, Italy, Luxembourg, the 
Netherlands, Belgium, and France. 

If that is successful, as I believe it will be, it will be a further 
incentive toward real economic integration. 

Senator Ronerrson. Who is going to wind up with political con- 
trol of the Ruhr? 

Senator Corpon. | am afraid we are going to have to let some of 
the other Senators get some questions in. Senator Smith. 


FURTHER DISCUSSION OF BORROWED PERSONNEL 


Senator Smiru. Governor, you referred to borrowing some of the 
specialists from other departments. Was that number borrowed in- 
cluded in those numbers that you gave us? 

Mr. Strassen. Yes. Our charts show all personnel that we paid for 
out of the mutual security program regardless of where they were 
borrowed from. 

Senator Smirx. Could you give us an estimate of the number used 
from other departments? 

Mr. Srassen. I could furnish you that for the record, Senator. 
My recollection is in the nature of a thousand. Of course it varies 
from month to month. 

(The information referred to follows:) 


EMPLOYEES IN OTHER THAN MSP AGENCIES 


As of March 31, 1953, the Technical Cooperation Administration was using the 
services of 984 technicians in technical assistance programs abroad, personnel who 
were actually employed by agencies other than TCA (such as the Departments of 
Commerce, Agriculture, etc.). 

Senator Smira. The figure I have here is 844. 

Mr. Srassen. That could well be the correct figure. They are 
principally Agriculture; Health, Education, and Welfare; and Interior. 

Senator Smirx. How long are they usually retained by you? 

Mr. Srassen. It varies by the task. It might be 30 days or it 
might be 60 days, up to sometimes a 2-year assignment. 

Senator Smirn. And you pay for them for any length of time you 
have them whether it is a day or 2 years? 

Mr. Srassen. That is right. 

Senator Smirx. Governor, I think you have touched upon the 
matters which I had in mind, but in order to be clear about it I 
would like to repeat. 


RECENT SURVEY REGARDING IMPROPERLY OBLIGATED FUNDS 


You referred to the survey which was conducted by the General 
Accounting Office, the Bureau of the Budget, and the Department of 
Defense, and from that I quote: 


Significant sums of MSP funds were improperly obligated as a result of the 
recordation of duplicate obligations. 
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Would you give us your comments on that as to what corrective 
measures you have? 

Mr. Srassen. Yes. That took place near the end of the 1952 
fiscal year, particularly in May and June 1952, and when that report 
was issued here a couple of months ago, the Defense Department 
moved with my full concurrence toward straightening out the obliga- 
tion method in accordance with that survey. 

In the process it developed that there was I think about $1,200 
million of this type of obligation. 

In many instances it involved an obligation to deliver from the 
United States stocks of military equipment. The General Accounting 
Office ruled that unless they were ready for delivery within a specified 
time to the other country they could not be considered an obligation, 
and that, of course, made a great change in the rules under which they 
were proceeding. 

We are moving to entirely implement the General Accounting 
Office study and that is one of the reasons, as I pointed out earlier, 
that you have this large and unusual situation as to the balance 
picture. 

Senator Smita. Continuing to quote from that report: 

Estimated dollar values of Army Ordnance materiel diverted from the mutual 
security program, fiscal year 1950 program only, amounted to $300 million. 
Estimated diversions made by the Air Force through June 30, 1952, for aircraft 
and spares amounted to another $100 million. Since no requirement exists for 
financial accounting of diversions, there is no reliable information available as to 
the extent thereof. It is possible that as much as $600 million to $700 million 
may have been diverted from MSP through June 30, 1952. 

Do you have any comment on that? 

Mr. Strassen. I believe that that is substantially correct, and there 
have been further diversions since June 30, 1952. 

Senator Smirx. And is there full legal authority for funds to be 
transferred for any other cause in the Mutual Security Act? 


EQUIPMENT TRANSFER TO KOREA 


Mr. Strassen. Not to transfer the funds, but what happened was 
the transfer of physical equipment, and there is authority for that as 
long as the right accounts are charged for it. 

For example, even since I took office I approved the transfer of 
some of our jet aircraft from our program to the Air Force because 
they were needed. 

In other words, there is a Munitions Allocation Council on which 
the Under Secretary of Defense and myself both sit with representa- 
tives of the three services, and we look over the delivery situation and 
the needs. 

In the case of Korea, we gave it top priority, so if there was a need 
for aircraft or ammunition we approved the diversion of the munitions 
that were manufactured for NATO and our aircraft manufactured for 
NATO to meet the Korean need. 

Senator Smirn. And that is actually covered by law? 

Mr. Srassen. That allocation is provided for by law, but the 
production is to be paid back. 

In other words, out of the future production we should make good 
on those deliveries to the NATO forces. That is why you have such 
an extraordinary large unexpended balance in our program. 
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We have not transferred the funds; we have transferred the physical 
equipment. 

Senator Smirx. Does that mean that that has to be repaid from 
funds appropriated by Congress for the Korean war now? 

Mr. Srassen. The Department of Defense paid for these aircraft 
when they were diverted from the mutual security program; therefore 
they had paid out the funds, and our funds stayed as an unexpended 
balance in the mutual security program, but as an unfulfilled require- 
ment. 

Senator Smiru. And to your knowledge no actual money has been 
transferred? 

Only the equipment has been transferred to the Korean war? 

Mr. Srassen. That is my understanding of it. 

Senator Corpon. Senator Smith, may I ask two questions with 
respect to that very matter? 


EXPLANATION OF TRANSFER 


In order to get the record clear as to the mechanics of this operation, 
do you understand that when you effect a transfer of materiel for use 
in Korea that that is materiel which was ordered in the first instance 
and for which mutual-security funds were set up for payment? 

Mr. Strassen. That is right. 

Senator Corpon. Then when you transferred that materiel to 
Korea you received a credit back from the Department of Defense to 
MSA for the value of the materiel in question? 

Mr. Strassen. We do not get a credit back, but we get a new 
obligation made to have some future production to fill those needs, 
or it is anticipated in some instances that the equipment might be 
rehabilitated. 

Senator Corpon. When you transfer the materiel do you transfer 
the debt for the materiel? 

Mr. Strassen. Yes; you would. 

Senator Corvon. Then I can understand why you have a much 
larger unexpended balance. If you have ordered, say, a billion 
dollars’ worth of airplanes and they were to fill certain requirements 
that you set up in your program, you transfer those to the Depart- 
ment of Defense for use in Korea and then when the transfer of the 
materiel takes place the Department of Defense takes over the 
obligation for payment therefor? 

You stand in a position as though you never made the order in 
the first place and the heavy unexpended balance results. 

Mr. Strassen. That is right. 

Senator Smrra. Mr. Chairman, it would appear to me, while 
there is not any legal authority to transfer funds to some other action, 
that actually the Korean war, which has been called a police action, 
has been an active fighting war largely financed through equipment 
by another entirely different program. Is that not true? 

Mr. Srassen. It depends on what you mean by “largely.” A 
substantial portion of the equipment has been manufactured pursuant 
to orders placed initially under the mutual-security program. 

Senator SMITH. So, it is one more step toward activities by execu- 
tive direction, rather than by congressional action. 
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CONGRESSIONAL AUTHORITY FOR TRANSFER 


Mr. Srassen. I think that the congressional authority for taking 
this production and moving it wherever the hot war required was 
voted, as long as it is within the funds appropriated to the service or 
agency suing it. That is my understanding of it. 

Senator Smrrx. How much of the equipment included the ammuni- 
tion which we were so short of in Korea? Was there much of a transfer 
of the small ammunition from NATO to Korea? 

Mr. Srassun. There was considerable. 

Senator Smiru. So much so that it has been made difficult for 
NATO? 

Mr. Srassen. It was very slow and very bad last February when 
I took office. It has improved very sharply since that with the ex- 
panded production under Secretary Wilson and Secretary Kyes, and 
with our speedup of getting ammunition manufactured in Europe 
itself. 

That was one of the very first policies I pressed, to get an expansion 
of munitions orders in Europe for production. 

Senator Smirn. And that production is satisfactory at the moment? 

Mr. Srassen. It is accelerating rapidly. It is not vet satisfactory. 


TRANSFER OF AMMUNITION TO KOREA 


Senator Smirx. Is the ammunition still being transferred from 
Europe to Korea? 

Mr. Strassen. I do not think so. I think now the production has 
reached the point where they can supply the Korean needs on Korean 
production. 

Senator Smira. Do you mean that the foreign countries of NATO 
are carrying on their own production as required for NATO of 
ammunition? 

Mr. Strassen. To an increased degree, some by their own funds. 
Particularly the British are doing a lot of production by their own 
funds, and some by the United States under the mutual-security 
program, but still some munitions are shipped from the United States. 

Senator Corpon. Senator Hayden. 


NECESSITY FOR APPROPRIATIONS 


Senator HaypEN. I just want to comment on the general philosophy 
that you have expressed as to the necessity of these appropriations. 

One factor in it that is very pertinent is that there exists in the 
world this godless Russian communism which has no respect for human 
beings except _to use them as slaves, and we must never forget that it 
is in existence and is in existence worldwide. It is not just Kurope 
alone. 

It is in Asia and elsewhere. When we think about what we have 
done in the past, I think we are justified in saying that we have been 
successful, in that if we had not adopted the Marshall plan Italy and 
France would probably have gone Communist. 

With those countries and their defenses available to us as a basis 
from which to operate, not only with our own airplanes but with those 
that they have, it seems to me the reason why we have not gotten 
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into a war with Russia at this time is that they know we possess the 
atomic bomb in greater quantities; we make more of them, and they 
are better bombs than they have, and we have the bases nearby 
where we can deliver them on Moscow and Stalingrad if it is necessary 
to do so. 

I cannot get away from the idea that money has been wasted. I 
can agree with the idea that money has been wasted in establishing 
that condition in Europe, and the same situation applies to Korea 
and applies to Indochina. 

We must not foregt that basic factor. Of course, it is very easy 
to discuss an expenditure here and an expenditure there that you 
anticipated you might make and some conditions happened which 
you did not anticipate and, therefore, you have an unexpended balance. 

Am I correct in that basic idea? 

Mr. Srassen. Senator, that is a brilliant statement of the situation. 
It is the world threat, and the grave danger in the world situation 
requires this unusual type of program on the part of our Nation. 

We are in a stronger position today than we have been at any time 
since World War II ended, and there are indications that under the 
strength that is being built up in both the military and economic 
sense, and in the spirit of the Wéstern World, cracks are beginning 
to show behind the Iron Curtain in this opposition that is erupting 
there, and we are at a tremendously important point. 

My whole approach, Senator, is that you gentlemen and I are not 
working on two different things. My whole approach is that we 
share the same responsibility, and that is to safeguard the security 
of the United States in this world situation and advance the outlook 
for freedom of mankind, including America, and to work together, 
you in your responsibility and I in mine, and with the leadership 
of President Eisenhower and Secretary of State Dulles. That is what 
is in my mind. 

In other words, it is a working together rather than a difference 
between the legislative and the executive side of the Government in 
this very fundamental matter of security in the face of a grave world 
threat from godless communism. 

Senator Corpon. Senator Dworshak. 


FURTHER DISCUSSION OF PERSONNEL 


Senator Dworsnak. Reverting a moment, Governor, to the ques- 
tion of personnel, I should like to ask what salary schedules are main- 
tained by MSA abroad for foreign nationals? Do you maintain 
schedules that are comparable to the salaries paid Americans serving 
abroad, or do you have different salary schedules? 

Mr. Srassen. No, they are paid on what is estimated to be the 
prevailing wage for that type of employment in the country, and we 
maintain the same scales as the State Department does and we utilize 
the local currencies that are developed through our program for that 
purpose. 

Senator Dworsnak. Those schedules, then, are not comparable to 
the salaries paid to our own citizens? 

Mr. Srassen. They are not as high as United States salaries. 

Senator Dworsuak. Mr. Chairman, I should like to direct the 
Governor’s attention for a few minutes to something that I think is 
very important. It has not yet been discussed. 
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You mentioned that you think this whole program is primarily 
dealing with building up the economic strength of these countries 
abroad; Is that correct? 

Mr. Strassen. The military strength and the economic strength to 
back that military strength. 

Senator Dworsuak. Economic strength in the past prior to the 
military aspects? 

Mr. Srassen. And the economic strength or progress which would 
minimize the chances for infiltration, for subversive takeover, and 
for political chaos in these countries. 

Senator DworsHak. On that basis, do you not think that countries 
like Great Britain should be interested in helping us in this country 
to build up an economic situation or a strong economy which will 
enable us to help defend the free world? 

Mr. Srassen. Yes. 

Senator Dworsnak. I mention this not in criticism of you, because 
you were not in office supervising this program last summer, but 
you probably are aware of the fact that the lead and zine mining 
industry is in dire circumstances in this country. There was a drastic 
price break last summer which was encouraged largely by the dumping 
of about 30,000 tons of lead by Great Britain in this country and 
thereby depressing prices. 

You are aware of that? 

Mr. Strassen. Not the specific facts, but in general, I am, yes. 


BRITISH MARKETING OF COPPER 


Senator Dworsuak. I want to call your attention to this statement: 
The Wall Street Journal reports that the British Ministry of Materials 
is about to market between 70,000 to 75,000 tons of copper as soon 
as curbs on trading of metals are lifted early next month. 

That next month refers to July. Are you aware of that develop- 
ment? 

Mr. Srassen. Not in specifics, but the overall picture is this: 
The United Kingdom last year was in a situation where their reserves 
were falling very rapidly. 

Senator DworsHaxk. Reserves of what? 

Mr. Srassen. Gold and dollars. 

Senator Dworsuak. Not of minerals? 

Mr. Strassen. No. After the Korean war broke out the United 
States and United Kingdom both started to buy strategic minerals 
very rapidly and the price skyrocketed. There were great profits 
made in lead, zinc, copper, tin, and every other material. 

Senator DworsHak. They were using some of the MSA funds 
with which to purchase these minerals at excessive prices. 

Mr. Strassen. That was under the stockpiling program of the 
Government, not under mutual security. 

Senator DworsHak. Did they not use any of our MSA funds? 

Mr. Strassen. You mean the British? 

Senator Dworsuak. Yes. 

Mr. Strassen. I do not believe so, but I will look it up for you. 

(The information referred to follows: ) 


MSA has issued no specific authorization to the United Kingdom for procure- 
ment of strategic materials for stockpiling purposes. 
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With this tremendous purchasing for stockpiling, you had a 
skyrocketing of all these prices of strategic materials. Great profits 
were made. 

Then as the production came up and the Korean war sort of leveled 
off production suddenly dropped. At the same time the British were 
in economic trouble. Their gold and dollar reserves were falling 
rapidly. It got down to a point for the whole sterling area that there 
was only $1,600 million left of reserves, which, of course, is nickels 
behind the sterling circulation. 

They had to make desperate moves to stop that falling reserve and 
last summer they started to unload their stretegic stockpiles in a 
number of instances. 

They tightened up on imports. They took a whole series of meas- 
ures restrictive in nature to protect their falling reserves and they 
turned the corner and they began to climb back up gradually in that 
gold and dollar reserve. 


BRITISH USE OF MSA FUNDS TO PURCHASE MINERALS 


Senator Dworsnak. Do you think it was justifiable for them to use 
some of our MSA funds to purchase these minerals at prices far in 
excess of those prevailing in this country to create stockpiles and then 
without any substantial change in world conditions to dump minerals 
in their stockpile? 

Mr. Strassen. I think the wise policy, and, of course, it is always 
easier to be wise with hindsight, would have been that we both should 
have had more stockpiles before the Korean war broke out. 

We should not have purchased quite as fast as we did so we would 
not have skyrocketed the price up so much. When we reached the 
stage where Great Britain had to unload some, we should have stepped 
in and bought that directly instead of dropping the market. 

In other words, I think a wiser management of raw materials is very 
much indicated in this picture for the sake of the United States miners 
and for the whole world economy, but, as I say, it is easy to be wise 
with hindsight. We are trying to work out a future policy on raw 
materials that will avoid that. 

Senator Dworsuak. I am glad to hear that. I am sure you will 
not condone that policy that Great Britain followed last summer 
whereby she dumped lead and zinc, primarily lead, and depressed 
our own prices, caused widespread unemployment in the mining 
industry and shut down many of the mines in this country. 

Certainly, that was not conducive to economic strength in this 
country in the mining industry, was it? 

Mr. Srassen. No, it was not. 

Senator Dworsuak. I want to refer to this article: 

A collection of the official records of the Mutual Security Agency for the 
cumulative period from April 3, 1948, to April 30, 1953, about 5 years, reveals 


that we have supplied the United Kingdom with copper and copper products 
in the total amount of $175 million. 


I presume that much of that copper also was a part of Britain’s 
stockpile, and still is. Do you think so? 

Mr. Srassen. I would not know for certain, but I would think 
not, in that the rule has been that anything purchased under MSA 
is supposed to go into use in building of the defensive strength of the 
economy and not into a stockpile. 
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| should make one exception to that. We have moved to build a 
stockpile in West Berlin. In other words, one of the things that we 
have emphasized is that we want strength in West Berlin so that we 
did not have an airlift problem if we hit a blockade. 

However, | think that is about the only possible stockpile we have, 

Senator Dworssak. If we furnished funds to Great Britain to buy 
lead and zine for a stockpile which later was dissipated partially and 
then we furhished funds with which to buy copper for the stockpile, 
it is apparent that Britain could have diverted some of her other funds 
for the building up of a large copper stockpile. 


BRITISH PROPOSAL TO EXPORT COPPER TO UNITED STATES 


[ now want to specifically call your attention to this proposal on the 
part of Britain to dump 70,000 or 75,000 tons of copper in this country. 
You and I know what the inevitable reaction will be. It will depress 
the copper-mining industry, and I am wondering whether you have 
any access to the British officials and can command any cooperation 
on their part so that we will not accomplish now, insofar as the copper- 
mining industry is concerned in the United States, what was done last 
summer to the lead- and zine-mining industry. 

Could you do anything along that line? 

Mr. Srassen. I will look into that situation very promptly and 
check on the copper prices and on the supply situation. 

Copper has been scarce, and the price went up quite a bit after the 
controls were removed; so, | do not know what the overall situation is. 
However, I will look into it with Dr. Flemming, who is in charge of 
Defense Mobilization. 

Senator Dworsnak. Of course, it is significant that prior to your 
assuming supervision of MSA these countries which are beneficiaries 
of this program must have used some of our MSA funds with which to 
purchase all of these minerals—that is, during the last 2 years, not 
recently—at prices far beyond the OPS prices in this country. 

The prevailing prices were probably doubled and trebled, the pric es 
we had in this country, and consequently they must have had access 
to some of the MSA funds to enable them to pay those extremely high 
prices. 

You will admit that? 

Mr. Srassen. There is no question that in the past some of these 
materials have been purchased in relationship to mutual-security 
funds. I do not think any of them have been purchased for stockpile 
purchases, except for the West Berlin one. 

Senator DworsnHak. It would be difficult to differentiate between 
what they purchase for current use and for stockpile. 

Mr. Strassen. We check as to what they do with what comes from 
the mutual-security program. 


MINERAL-RESOURCES STUDY 


Senator Dworsnak. I do not know whether you know, Governor, 
but last January I had a study made by the staff of the Government 
Operations Committee which disclosed that following the outbreak 
of Korea to the first of the year a total of $245 million, or approxi- 
mately a quarter billion dollars, had been made available by the 
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Federal Government through various agencies for countries abroad 
with which to expand their mining industry and the production of 
minerals. 

Now we are facing the inevitable result of that situation where they 
are not only dissipating their stockpiles but they probably have 
minerals resources far beyond their current needs and they are pro- 
posing to dump them in this country. 

I think, as we spend these millions of dollars and as we are con- 
cerned about building up economic strength abroad, we are obligated 
to give the same consideration to industries like mining in our own 
country, because in case of a global war we cannot justify relying upon 
sources of minerals abroad and permitting the shutting down of our 
mines in this country. That would be tragic and fatal. Do you 
agree with me on that? 

Senator Strassen. We must maintain our United States sources of 
supplies for those minerals. 

Senator DworsHak. We have lead and we have zinc, but these in- 
dustries are in difficult cireumstances primarily because of this dump- 
ing policy, and I think MSA should do something about that. 

Mr. Strassen. I will look into that copper situation. 

Senasor Dworsnak. It requires prompt action. 

Thank you. 

Senator Corpon. Senator Magnuson, 

Senator Magnuson. Governor, you commented upon Senator 
Hayden’s statement of broad policy as it relates to your formal state- 
ment here. I was going to ask you if it is not true that that is the same 
policy that has been carried on for the past 4 or 5 years since the 
inauguration of MSA? 

Mr. Srassen. The basic matter of building prewar strength and 
American strength versus the Soviet threat has been bipartisan from 
the very beginning and carried on that way. 


NO CHANGE OF BASIC POLICIES 


Senator MaGnuson. You have no intention of changing those basic 
policies or basic goals at all, have you? 

Mr. Strassen. Not the basic things, no. As I indicated, we are 
trying to develop more use of private capital in place of these grants. 
We are trying to get more European production established for pay- 
ment of their own funds, and we are trying to decrease the number of 
personnel that is involved. 

We are moving in steps of that kind which in some respects are a 
part of the change in the world picture. 

Basically it has been—— 

Senator Magnuson. The same program. 

Mr. Srassen. A United States policy that is bipartisan in nature. 

Senator Magnuson. You have no intention to change that, but 
have you made any changes at all in baise policy? You mentioned 
many times “since January 20.” Have you made any fundamental 
changes in basic policy? 

Mr. Srassen. Not when you describe basic policy as the distin- 
guished Senator did. That is the basic thing. 

Senator Magnuson. You said you made some changes in adminis- 
tration. 
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Mr. Srassen. Yes, what I would call the secondary range of policies 
and the manner in which you implement policies, whic h, of course, 
are also important, but do not change the basic policy. 

Senator Magnuson. Then you say that naturally you have encour- 
aged more initiative in these other countries. Is that not inevitable 
toward the end of a program that was inaugurated 4 or 5 years ago? 

Mr. SrassEn. It is not quite inevitable, but highly desirable. 


FURTHER DISCUSSION OF PERSONNEL 


Senator Magnuson. You said you made some changes in personnel. 
I am not critical. I just did not hear over here what you were talking 
about. There was so much confusion. What was the number of 
personnel when you took over? 

Mr. Srassen. On January 31, 1953, the mutual security program, 
which includes all the military, had 52,341 personnel. 

Senator Macnuson. And what is the total now? 

Mr. Srassen. I will not have the July 1 figure on the overall for 
about a month. 

Senator MaGnuson. Approximately. 

Mr. Strassen. It depends a lot, of course, on how the arsenal and 
depot situation is, but I would say that we are down 2,000 or more. 

Senator Magnuson. Two thousand now. What is your objective 
for the coming year if this appropriation asked for is granted? 

Mr. SrassEn. In the overall, which we are talking about, which 
includes the arsenals and so forth, it is pretty hard to project, but 
on the administrative side we intend to live up to the actions of Con- 
gress, which I believe is in the process of voting a 10 percent cut, and 
we will try to do better than that, but I hope you thereby do not 
increase the 10 percent. 

Do not put me in a squeeze. 

Senator Macnuson. Would you project it to, say, 48,000? 

Mr. Strassen. These overall figures include so much of the arsenal 
workers, the dock workers, and so forth, that they almost vary mouth 
by month, so really the administrative figures and the amounts abroad 
are important. 

We will make good on the 10 percent. 

Senator Macnuson. I am not talking about that. It seems you 
probably try, but you talked about a decrease in personnel. There 
were 51,000 under @ $7 billion plus program and you are asking for a 
$5 billion plus program, or approximately 30 percent of the money 
that was asked for last year, recommended by the now President of 
the United States, but your cut in personnel will not be anywhere 

near 30 percent. 

Mr. Strassen. We are now processing the equipment in the arsenals 
and docks and shipping that is ordered from the preceding program. 

Senator Magnuson. I do not understand. There may be a good 
reason for it, but where you are working under a $7-billion-plus pro- 
gram with 51,000 personnel and that program is cut to a $5-million- 
plus program, that is 30 percent less. 

It seems to me that despite these variations in the arsenal program 
you have not made much of a cut if you are going to have approxi- 
mately, 47,000 or 48,000 still in the program. 
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Mr. Srassen. Because a lot of their work will be related to previous 
appropriations. 

Senator Maagnuson. If you cut approximately the same ratio as 
the amount of money to be appropriated, assuming this amount will 
be given, you would be down to 37,000. 

Do you intend to be down to 37,000 this year? 

Mr. Strassen. I do not feel that when you include the types of 
employees in the military we will be that low. 

Senator Maanuson. So there will not be much change in the 
program at all from the program before? 

Mr. Srassen. There will be a decrease. 

Senator Magnuson. Yes; but not in proportion to the amount of 
money. 

Mr. Srassen. Not in proportion to the amount of money in appro- 
priations, but more than in proportion to the rate of expenditures 
which represent your shipments. 

Senator Magnuson. One more question, 


FURTHER DISCUSSION OF AID TO FRANCE 


I understood you to say in answer to Senator Dirksen’s question, 
that the economic teams had recommended the discontinuance of 
ecopomic aid to France; is that correct? 

Mr. Srassen. They said that the economic aid to France should be 
related to Indochina almost entirely. 

Senator Maagnuson. You gave to Indochina $425 million, but 
you also gave France $100 million. Is that in relation to Indochina 
to be used in France? 

Mr. Strassen. No; the $100 million was directly related to NATO 
forces in France. 

Senator MaGnuson. So there will be some continuation of that. 

Mr. Strassen. That is right. 

Senator Maanuson. There was some questioning about the mining 
industry. 

Do you intend, in answer to those questions, to stop the develop - 
ment under MSA of mining in all these other countries? 

Mr. Srassen. That was not the Senator’s question. The question 
was this copper situation. I am going to look into that. 

Senator MaGnuson, He mentioned the mining industry. 

Senator Dworsnak. Will the Senator yield? 

Senator MaaGnuson. Yes, 

Senator DworsHaxk. That is a misinterpretation. All I requested 
was that the Governor check into this proposed dumping of copper. 
IT merely used that as background material, but I am not concerned 
about what is going to take place abroad in the way of production of 
these minerals at this time. I merely want to prevent, if I can, the 
dumping which inevitably will cause distress in our own land. 

Senator MaGnuson. Lagree with you. I just merely asked whether 
he intended to curtail completely the development of mining industries 
in other countries. 

Mr. Strassen. No; we do not. In other words, with respect to 
chrome, manganese, tin, and a lot of those things, we have to get 
them from abroad. 

Senator Maanuson. We need so many of these other things. 
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Mr. Strassen. We need them and the world needs more of them. 

Senator Maanuson. I would like to get a projection if I could 
I know it would be general—on the amount of your personnel under 
a $5 billion program as compared to the amount of personnel under 
a $7 billion program. 

Senator Connon. The Chairman suggests that the personnel have 
to be related to the program that is now in process, the expenditure 
program as well as the appropriation program, unless you can split it. 

Senator Maanuson. I merely suggested that it be a rough estimate. 


PERSONNEL PLANS 


Mr. Srassen. We will file the details of our personnel plans and 
then, of course, we will also report to you next January as to how we 
come out. 

Senator Corvon. That will be the interesting thing. 

Senator Maanuson. | think it might be more interesting if we had 
some general projection. 

Mr. Strassen. Green sheets will be made available to the committee. 

Senator Corpon. Senator Mundt, 


POINT 4 PROGRAM EXPENDITURES 


Senator Munpr. What was the total amount of money that was 
spent on the point 4 program in the fiscal year 1953 

Mr. Murpny. I have that, Senator, broken down by area. I do 
not have one total figure. 

Senator Srassen. This is Mr. Murphy, my comptroller, 

Mr. Murpenuy. In the Near East and Africa under the point 4 
program in 1953 fiscal vear it was $27 million. Do you want the 
exact figure, or just a round figure? 

Senator Munpr. I would just like to find out how your expendi- 
tures for 1953 compared in point 4 with your projected request con- 
tained in this budget request. 

You must have the figures some place. 

Mr. Murpuy. Yes, sir. We have total expenditure figures for the 
program as a whole and broken as between military and economic. — | 
just do not happen to have a figure for point 4 as a whole. 

Mr. Strassen. I think this is here on obligations as contrasted to 
expenditures. The obligations in 1953 were $166,825,000 and our 
1954 estimate is $140,234,500, 

Senator Munpr. I am trying to find a comparable figure with 
respect to the point 4 program. I understand you are asking $454 
million for point 4 at this time, for the lesser developed areas of the 
world. 

Mr. Strassen. That includes economic aid for the Arab States, 
Israel, and Iran. It includes the Palestine refugee program. It 
includes the basic materials development, and the special economic 
assistance for India and Pakistan. 

All those are included in that figure, of which $140 million is the 
technical assistance worldwide. 

Senator Munpr. Will you define what you mean by point 4? When 


vou refer to the point 4 program, just what expenditures are included? 
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Mr. Srassen. The direct technical assistance and the economic 
expenditures directly related thereto. 

We do not lump those in the economic-aid programs. We separate 
the economic aid. 

Senator MaGnuson. May I ask one question here on that? 

Senator Corpon. Senator Magnuson. 


PROPOSED AID TO JAPAN 


Senator MaGnuson. Governor, you mentioned in answer to one 
of my earlier questions that you proposed an amount for Japan. Do 
you have that figure on hand? 

Mr. Srassen. The amount is classified. I will give it to you in 
executive session. 

Senator Magnuson. That is all right. 

Senator Munpr. We have a mutual-security program and we have 
a so-called point 4 program. What other programs do we have? 

As I understand, under the Reorganization Act all the programs 
wherein we give foreign assistance, economic, or military, now come 
under your administration; is that right? 

Mr. Strassen. They are coordinated in foreign operations; that is 
correct. 

Senator Munprt. That is the one place we could go to get the whole 
situation and get the overall figures? 

Mr. Strassen. That is right, the one place responsible for it. 

Senator Munpt. What I am trying to do is to get a breakdown 
between the various kinds. As I understood it, TCA would be what 
you call point 4. 

Mr. Srassen. Yes. 


TCA EXPENDITURES FOR 1953 


Senator Munpr. TCA spent how much in fiscal 1953? 

Mr. Strassen. The obligations in 1953 were $166,825,330, and the 
estimated obligations for 1954 in the projected program are 
$140,234,500. 

Senator Munpr. Chapter 4 is a kind of economic aid, $454 million. 
You have economic aid in other areas of the world under some other 
heading. You have economic aid to Turkey and France and insofar 
as relation to China under some other heading. 

Mr. Srassen. The difference is in whether you are financing a 
defense effort or not. One chapter is mutual defense financing where 
you have a direct military reason for doing what you are doing. In 
chapter 4 you have a broad security reason for the stability in the world 
and progress, but you do not look toward military forces in what you 
do in chapter 4. 

Senator Munpr. Is there any geographical provision between those 
two areas? 

Mr. Strassen. There are geographical divisions in both. 

In other words, we will present to you on a classified basis a volume 
which will show the four areas of the world with a tab for each country, 
including what we are doing in a military, economic, and a technical 
way. 

We will do that in closed session. 
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It is a large volume which we have all prepared for the committee. 
It is here with all the tabs on it, and contains all that detailed data. 

Senator Munpr. Would you prepare for the record to insert at this 
place the total amount of expenditures up to date with the exception 
of the so-called point 4 program, which are specifically and definitely 
point 4 expenditures? 

Mr. Strassen. We will. 

(The information referred to follows:) 


{In millions] 


Total mutual security program expenditures !______ $21, 875. 8 
Deduct TCA (point 4) expenditures ? j , ; 144. { 9 
Total expenditures with exception of point 4 program - 730. { 9 


! Cumulative to June 30, 1953, 
1 July 1, 1951, to June 30, 1953. 


Senator Munpr. You will relate that to your request for the fiscal 
year 1954? 

Mr. Strassen. Yes, as we present proceed through the 1954 program 
presentation. 

Senator Corpon. Senator McClellan. 

Senator McC.Le.uian. Governor, I am very sorry, because of other 
committee duties this morning I could not be here to hear your general 
statement. I have only one or two questions that I wish to ask at this 
time to enable me primarily to understand the testimony which you 
possibly have already given. 


MUTUAL DEFENSE MATERIAL AND TRAINING 


On your estimate for the fiscal year 1954, page I-83, you give the 
overall breakdown of these expenditures. I do not at the moment 
understand the difference between column1 and column 2. Column 1 
refers to mutual defense material and training, whereas column 2 
refers to mutual defense financing. 

What distinguishes the two items? 

Mr. Strassen. The distinction is that column 1 is the direct materiel 
and training that is furnished to the extent of $4,074 million. 


DEFENSE SUPPORT 


Column 2 is defense financing of a nature which helps the country 
with its own defense effort. The breakdown you will find on page 33. 
That shows that $992 million is divided in its major items of $400 
million for helping to finance the Indochina war, which is costing 
France about $1,200 million a year. 

Senator McCLELLAN. You point out over here on page 12 in column 
2 that $400 million is for financing the Indochina war. Is that $400 
million in the $518 million in column 2? 

Mr. SrasseEn. It is in the $495 million in column 2; the other $95 
million that is in there is Formosa, $70 million, and the local programs 
in Indochina, $25 million. 

That makes that $495 million. 

Senator McCLe.ian. That is just cash that we gave to them? 
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Mr. Stassen. No. That is the payment for equipment that goes 
to that war, or supplies. 

Senator McCLELLAN. If we supply a tank that is paid for out of 
this item? 

Mr. Strassen. That is included when it is a part of the equipment 
furnished by France for the Indochina war. We pay a part of it, sir. 

Senator McCue tan. We pay France for furnishing equipment 
to her forces in Indochina” 

Mr. Strassen. Yes. 

Senator McCue.uan. If we send over planes, which 1 think we 
have done, do we pay for those planes in addition out of this $400 
million or does the military pay for that? 

Mr. Strassen. We pay that out of column | if it is materiel from the 
United States. 

Senator McCue ian. I did not have this in mind particularly when 
I started this interrogation, but do we contribute the $400 million out 
of this fund and then does the Defense Department also make a 
contribution out of funds we appropriate to them? 

Mr. Srassen. No, they do not. The things that go. from the 
Defense Department are paid for out of the mutual security program. 

In other words, that is the materiel, the guns, ammunition, and so 
forth. For example, when the Communists were driving toward the 
Laotian capital a couple of months ago, we threw in ammunition, guns, 
and so forth, to accompany the French soldiers, and those were paid 
for out of the mutual security funds. 

Senator McCue ian. Then are we to understand that the total 
cost to us of the Indochina war as of now for the next fiscal year is 
estimated at $400 million, and no more? 

Mr. Strassen. No, it would be more than that. That would be the 
part of the French cost that we would help on. The French cost is 
estimated to be $1,200 million, of which we are proposing that it is 
in our interest to pick up $400 million. 

In addition to that there will be a figure that will be classified , 
which you can get in closed session, which will be a substantial amount 
of military equipment that the United States furnishes. 


EQUIPMENT OF VIETNAM BATTALION 


That is particularly the equipment of the Vietnam battalions. 

Senator McCLe..an. That is what I am getting at. That is addi- 
tional equipment furnished out of MSA funds? 

Mr. Srassen. Yes. 

Senator McCLe.ian. Not out of the Defense Department? 

Mr. Strassen. No. 

Senator McCLELLAN. Give us a little idea of the $518 million under 
Europe. 

Mr. Srassen. Add to the $518 million in Europe, the largest item 
will be the United Kingdom, $200 million, of which $100 million is to 
go for the RAF equipment and $100 million for wheat, cotton, and 
lard from the United States. 

Senator McCLe.ian. Is that on economic aid? 

Mr. Strassen. That is right, defense support, economic aid. 

Senator McCLe.ian. It does not show. It is not classified under 
“Eeonomic assistance.” 
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Mr. Srassen. It is listed under ‘‘Mutual defense finances.” 

Senator McCuieuuan. It is really economic assistance, is it not? 
What else is it except that? 

Of course, any economic assistance may contribute to military 
strength, but why is it not plainly economic assistance? 

Mr. Strassen. It includes economic assistance. 

Senator McC Le.t.tan. However, we do not carry it that way. We 
are trying to show in this bill that we are only appropriating $288 
million for economic assistance, but now you say there is $100 million 
over in this $518 million that is actually economic assistance to 
Great Britain. 

Mr. Srassen. I believe you will find the bill in chapter II correctly 
describes what it is that we are proposing. 

Senator McCLe.ian. | do not know what the bill says, but when 
we buy agricultural products, food products, and cotton, it is actually 
economic assistance. 

Of course, it strengthens the military, too, possibly, but [I should 
think the primary definition of it would be economic assistance, 
whereas if you furnish a tank or gun, that is military assistance. 

Mr. Srassen. The Senator has a valid point. We feel it is an 
economic advantage if vou are going to aid them in both countries to 
do a part of it in those agric ultural produc ts in which we have a very 
adequate supply. 

Senator McC Letian. However, if | were making a report to my 
people and I said we have cut down this economic assistance to only 
$288 million this year that would hardly be accurate. 


CUT IN AID TO GREAT BRITAIN 


Mr. Strassen. The Senator, engaged in his other responsibilities, did 
not hear the early description of the fact that Great Britain received 
$400 million last year and that we are cutting that to $200 million 
this year asa fadeout. We felt it was important not to drop it entirely, 
but to fade it out so they could adjust to it, so I did describe it ac- 
curately to the committee earlier. 

Senator McC.Leiian. I am not at the moment challenging it. 
I am trying to analyze these figures. 


BREAKDOWN OF TOTAL 


Mr. Srassen. Did you want me to give you the total breakdown of 
the $518 million? 

Senator McCLei.an. If you can go through it hurriedly. 

Mr. Srassen. Austria, $20 million. 

France, $100 million, for the NATO artillery support. 

Germany, $15 million, all earmarked for refugees. 

Italy, $20 million. 

Spain, $10 million. 

Turkey, $50 million. 

Yugoslavia, $45 million. 

And the “Undistributed,”’ the Europewide, $38,200,000. 

Senator McCLetian. What of those amounts would be primarily 
economic aid rather than military aid as I have defined } 
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Mr. Srassen. I would say that as you define it, about half would be 
primarily economic aid. 

Senator McCietian. About one-half of the $518 million is really 
economic assistance as I defined it? , 

Mr. Strassen. Economic aid with a direct tie-in to their defense 
efforts. 

Senator McCieiian. I do not question it will strengthen the 
country militarily, too. 

May I ask one other question? 

If you do not have the figure now, will you supply it if you can? 

I see the total assistance in this bill provided to Europe, military, 
economic, and mutual,defense financing, is $3,057,000,000. 


COMPARISON OF EXPENDITURE WITH EFFORT 


Can you supply to us the amount of the appropriations or proposed 
expenditures of those countries this next fiscal year for the same pur- 
poses so that we can get some comparison of what we are spending 
and what effort they are making? 

Mr. Srassen. Yes. We have a chart here that will give you the 
overall, and in executive session we can give it to you country by 
country. 

[Chart referred to is same as that referred to on p. 3.] 

Senator McCuieian. I did not expect you to do it in open session. 

Mr. Strassen. I think it is a very good point, and I will be pleased 
to give you the overall picture of it right now, and then we will give 
you the country-by-country breakdown on a classified basis later on. 

These are some of the countries that are unclassified. 

What I am pointing to here is the rising effort of European NATO 
in their own defense, reaching up now to about $15 billion per year, 
and that shows how it divides between personnel, operations and 
maintenance, so materiel, and construction. 

We have the breakdown on some of the major countries in the next 
chart. It shows how their effort is going up. The United Kingdom 
is up a little over $5 billion a year in their own defense effort. 

France is a little over $4 billion. 


Germany is coming up, but is still, of course, in the position that 
they do not have their own forces until EDC is ratified, and that 


figure is $2.8 billion. 
(The follow ing chart was submitted:) 
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Senator McCuietitan. Take what we are proposing to spend in 
this mutual-security program. If we take what we are proposing to 
spend in this mutual-security program plus the cost to us of main- 
taining the divisions and Armed Forces of our own over there, will 
not our expenditures, the cost to the United States, equal that or 
more than all the other countries in Europe are spending on an annual 
basis? 

Mr. Strassen. I think not. Of course, you get into the question of 
how much a division costs in one location compared to another location 
and things of that kind. 

In other words, if you have this world Soviet threat you have to 
have a certain amount of air power to face it. Then if your squadron 
is located in, we will say, England, which is closer to the scene of 
trouble than is the United States, then there is a question of how 
you charge that expense. 

Senator McCLetian. I mean if we were to charge our expense for 
our Military Establishment on the basis of what it is costing us to 
maintain six divisions in Europe—lI believe that is correct—in equip- 
ping them, building the bases, and so forth, necessary to maintain 
them, take into account that cost to us plus the cost of the mutual- 
security program in Europe, I would say—and I would like to have 
an expression from you on that—that we are spending an amount for 
the defense of Europe today, though it may be to our mutual benefit 
to do so, equal to what all of the other countries of Europe are spending 
for military defense. 

Mr. Strassen. In answer to your question, I am quite certain that it 
would not nearly be equal. It would of course be a substantial figure 
in addition to the $3 billion of assistance, and then there is the im- 
portant point that actually the objective of the whole program is not a 
question of the defense of Europe or the defense of the Far East; it 
is a defense of the United States and the free nations, and having the 
strength poised all over the world is the way in which you deter the 
Soviet Union from beginning agression and the way to be ready to 
defeat them decisively if they do begin aggression. 

Senator McCLe.LLAN. I am not questioning that, but [ am pointing 
out, and I think you will find I am somewhat near accurate, that we 
talk about the defense of Europe, and, of course, that is why we are 
doing this primarily. 

Mr. Srassen. It is primarily for the defense of the United States, 


EUROPEAN DEFENSE EFFECT ON UNITED STATES SECURITY 


Senator McC ie ian. Primarily it is for the defense of Europe 
because the defense of Europe means, we think, the security of the 
United States. 

Mr. Strassen. That is another way of putting it. 

Senator McCretian. That is the way I approach it. To help 
them defend themselves or to help them provide the defense in 
Europe necessary to deter the aggressor from attack, we are spending, 
| beheve, when we take into account the mutual-security aid that 
we have provided, plus the cost to us of equipping and maintaining 
the forces that we have there, an amount about equal to what all 
Europe is spending for its own use. 
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If you have any figures that will point that up, | would like to have 
them in closed session. 

Mr. Strassen. We will get such figures that can be had on it, but 
| would like to reemphasize that if you did not have that strength 
there, you would have to spend much greater sums somewhere else. 

Senator McC.Letuan. | am not discounting that at the moment. 
| do think that when we weigh this thing as a mutual defense effort 
and collective security, we have to face occasionally of how much they 
are doing: Are they letting us carry the load, or are they measuring up? 

Are they in there with all the spirit and strength they have com- 
parable to what we are doing? 

I think it is something that we need to think of. 

Mr. Hauany. I am Mr, Halaby of the Defense Department. | 
would like to say I think there has to be a distinction made between 
the expenditures and what you have appropriated. For example, 
during this calendar year, 1953, although you have appropriated 
substantial sums, we were only able for the reasons the Governor 
mentioned to deliver to NATO Europe substantially smaller amounts. 

For example, the total MDAP expenditures during fiscal 1953 are 
only about $3.7 billion and about 80 percent of those have gone to 
Europe. 

Therefore, although the appropriations are higher, the deliveries, 
which is what counts to the Russians and to the Europeans, are sub- 
stantially less. 

Let us say, for example, that we delivered something less than $3 
billion to these countries. Now, in addition, we are paying for our 
own divisions, our air wings, and some vessels attributable to this 
area. 

In addition we have an investment in the basie construction pro- 
gram, but when vou take all of that into account and total the actual 
expenditures and we will do that to the best of our ability for you 
in executive session—vou will find that it is, I believe, substantially 
less than this almost $14 billion worth of expenditures by them, 

Senator McCievian. Assuming my rough judgment is in error, | 
think we should have as practical an estimate as we can get. 

Mr. Srassen. We will get the best estimate we can. 

Senator Corvon. Senator Ellender, 


TECHNICAL AID 


Senator ELLeENpER. I would like to clarify a point with respect to 
chapter 4 as related to a question by Senator Mundt, 

Is it not true that of the $426 million that is provided for in chapter 
1, only $140 million-plus of that is to be spent purely for technical 
aid? 

Mr. Stassen. That is correct. 

Senator ELtenpER. What do you mean by technical aid? 

Mr. Strassen. The providing of that professional, scientific, and 
experienced advice thai will in cooperation with the country involved 
improve their own economic stability and their educational progress 
so that there is a better prospect of a sound government coope} rating 
for freedom and not falling into or turning toward the Communist 


nation. 
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Senator ELLENDER. I am glad to say that is what I thought it was 
when I voted for point 4. 

Are we to understand that this $140 million would be used purely 
for technical assistance to pay for the salaries of these people and 
their expenses out there? 

Mr. Strassen. And the equipment as directly related to the work 
they are doing. 

In other words, we will have the detailed country-by-country 
breakdown of just what we are proposing. 

Senator ELLENDER. Will you spend any of this $140 million for 
building certain installations in any of these countries, such as water- 
power and things of that character? 

Mr. Strassen. There will be some of that. 

Senator E.tenper, Is that not going beyond our conception, then, 
of technical assistance? 

I want to make this plain: It was my privilege to visit a few South 
American countries last year and to my surprise and disappointment 
I found that some of this technical aid money was being used to 
operate farms down there, to operate sawmills, and to operate a rice 
mill. Is that your conception of technical aid? 

Mr. Strassen. No, it is not. What countries were those in? 


PROPOSED EXPENDITURE 


Senator ELLENnprER. I will give you a report of them. There were 
two in particular. 

I wonder if you would be good enough to furnish for the record how 
this money is going to be spent and whether any of it is going to be 
spent in order te build a health center in any of these places, to be 
operated by funds furnished by us? 

Mr. Strassen. We will give you the details of what is proposed in 
each of these countries. 

Senator ELLenper. In that connection I found that in the opera- 
tion of many of these servicios, as they call them in South America, 
we were furnishing as much as 50 percent of the money, and in one 
country there were 2,500 people employed by the servicios. Since we 

contribute to the operation of these servicios, we are in effect paying 
a portion of these 2,500 employees. That is why I am asking you to 
give us a detailed breakdown on how this money is going to be spent. 

In other words, I would like to know how much of it will be spent 
to pay for purely technical aid, the traveling expenses of these tech- 
nicians, and the living expenses, and then aside from that, how much, 
if any, is going to be spent to erect health centers, dams, or the like 
in connection with this work. 

Mr. Strassen. We will give you that. 

Of course, you are aware that in South America the local govern- 
ment puts in some funds and the United States some funds in a 
combined approach. 

Senator ELLenper. I understand that, but it has gone far beyond 
your conception of technical assistance, if I may say, as defined a 
moment ago. 

Mr. Strassen. We will look into that and will also furnish you the 
details of what it is we are proposing to do. 
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(The information referred to follows:) 


The technical cooperation programs in Latin America have not gone beyond 
the proper concept of a technical assistance program to help other nations to 
help theniselves. The United States assistance consists of transferring know-how 
by having United States technicians in these countries demonstrate techniques 
and skills through practical ‘‘show-how”’ projects. 

This is borne out by the breakdown of the 1954 budgetary estimate for Latin 
America. 

Technicians, $9,724,500 

United States technicians salaries allowances, international travel and trans- 
portation of effects. 

Training in the United States, $3,122,300 

The United States share of travel and other expenses of qualified nationals of 
Latin American countries who are being trained to replace and carry on the work 
of the United States technicians. 

Local costs, $4,405,200 

Includes cost of contractual services of universities, business firms, and other 
United States Government agencies working in Latin America, salaries of local 
employees on the United States payroll (as of June 30, 1953, these were 577 local 
employees on the United States payroll). 

Contributions to Servicios, $7,090,000 

United States contribution to servicio and joint funds which augment the 
larger funds of the other governments. These funds are used for all expenses in 
connection with the “‘show-how”’ projects such as health centers, demonstration 
farms, vocational schools, teacher training schools, water supply, and sewerage 
systems. 

I might say that in this bill the entire amount for all of Latin- 
America is $24,342,000. 

Senator ELLeNDER. That is about the same program that has been 
carried on in the past. 

Senator Corpon. Senator Smith. 


TRANSFER OF FUNDS 


Senator Smiru. With respect to Public Law 165, 82d Congress, 
Ist session, H. R. 5113, I would like to have included in the record of 
this hearing, information as to parts of the section referring to trans- 
fers, section 101, under 1 (b), referring to appropriations authority, 
authority for funds under certain conditions, and in section 513, 
transferability between titles, also, including at the same time section 
456 of H. R. 5710, as recently approved by the Senate, and I would 
like to make my request broad enough, Governor, to include every- 
thing in the matter of transfers, with respect to funds or equipment, 
since the beginning of the Korean war. 

Would you furnish that for the record? 

Mr. Srassen. We shall make a statement for you. 

Senator Smirn. It seems to me very important both as a protection 
to MSA and for the protection of Congress. 

If you are entitled, as this law would indicate—and I am not a 
lawyer—to transfer funds up to 10 percent under certain conditions, 
and it is being considered to increase that to 15 percent, that might 
be something to be taken into consideration as to the cost. 

Mr. Srassen. The transfer provision refers to the chapters and 
titles of the Mutual Security Act itself, that 10 or 15 percent, whereas 
the transfer of equipment, so that it would not be delivered to the 
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mutual-security program but delivered for the Korean war, is not 
charged to the mutual-security program. 

Senator Smirx. What I want to be sure about is that we know what 
it is costing us. 

Senator Corpon. Governor, will you furnish to the committee a 
statement showing the amount of materiel and materials transferred 
by MSA to the Department of Defense in connection with the Korean 
war, with the estimates, the value, and the kind? 

I think that will cover the matter if you will give us then the figures 
as well as the nature of the articles transferred. We will then have 
an opportunity to adjust the two accounts. 

Mr. Strassen. That is right. Most of that material will of course, 
have to be classified. 

(The information referred to is classified and has been filed with the 
committee.) 

Mr. Strassen. May I submit my whole statement for the record? 

Senator Corpvon. Your full statement will appear in the record. 

(The statement referred to follows:) 


STATEMENT OF Haroutp E. Strassen, Drrecror ror Mutua. Security 


It is today my privilege and responsibility to present for your consideration the 
broad outlines of the appropriation request for the mutual-security program 
during fiscal year 1954. 

This program, in its size, composition, and major objectives, reflects the phi- 
losophy and principles of President Eisenhower which he has so often and so 
eloquently expressed. Its basic purpose is, in his words, “‘the long-term security 
of the United States living in the shadow of the Soviet threat.”’ Its objective is 
peace—peace with justice, peace with freedom, peace with progress. It seeks to 
bring about among the free nations mutual strength, mutual confidence, mutual 
understanding, and mutual progress. 

The program is a product of the world situation in which we unfortunately find 
ourselves, It represents one of those measures which is indispensable to the defense 
of our liberties and to the preservation of the freedom, common heritage, and 
civilization of our people. Free nations continue to live in peril, and their ability 
to survive as free nations now depends upon their ability to defend themselves. 

Before turning to a more detailed analysis of our specific appropriation request, 
I believe it is importanf to outline in some detail the fundamental concepts that 
underlie these requests and the long, painstaking process of analysis and screening 
that lies behind them. In introducing this particular subject, I can do no better 
than to quote from President Fisenhower’s message to the Congress of May 5, 
1953, in which he said the following: 

The mutual-security program for 1954 has been developed by the new adminis- 
tration after the most careful studv and deliberation. All elements of the program 
have been reviewed in great detail, all proposals subjected to thorough scrutiny. 

From this study I have come to certain clear conclusions. 

First, the United States and our partners throughout the world must stand 
ready, for many vears if necessary, to build and maintain adequate defenses. 

Second, to accomplish this objective we must avoid so rapid a military buildup 
that we seriously dislocate our economies. Military strength is most effective- 
indeed it can be maintained—onlvy if it rests on a solid economic base. 

Third, we must help the free nations to help themselves in eradicating conditions 
which corrode and destroy the will for freedom and democracy from within. 

Fourth, it is necessary to do more in the Far Past. We are proposing to make 
substantial additional resources available to assist the French and the Associated 
States in their military efforts to defeat the Communist Viet Minh aggression. 

Fifth, since it is impossible to forecast precisely the year and moment when 
the point of maximum military danger may occur, the only prudent course calls 
for a steady military buildup, with our partners throughout the world, sustained 
and planned so as to use our joint capabilities with maximum efficiency and 
minimum strain. 

The request before you and the proposed mutual-security program which it is 
designed to support, results from an exhaustive review of our national-security 
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policies as well as from a detailed evaluation in the operation and effectiveness 
of past and present mutual-security programs. It reflects months of work in and 
under the direction of the National Security Council, where each of our security 
objectives was carefully studied and its importance weighed in relation to domestic 
fiscal considerations. It represents an attempt to balance the need for military 
strength on the part of ourselves and our allies with the equally important objec- 
tive of maintaining sound economies here and abroad which are capable of sus- 
taining that military strength for an unpredictable future. The program also 
takes into account the findings which were made by special evaluation teams 
comprised of nearly 60 outstanding leaders of American industry and finance in 
12 of the major countries now participating in the program. In addition, it has 
taken into account the experience, knowledge, and the perspective which were 
gained by the Secretaries of State, Defense, and Treasury and myself during our 
several trips to Europe and particularly in the course of the April meeting of the 
North Atlantic Council in Paris. I might also say that the trip which Secretary 
Dulles and I made to south Asia and the Middle Kast strengthened our conviction 
that the portions of the program proposed for these areas are of the greatest 
urgency and importance, 

‘The kind of screening, evaluation, and analysis which has gone into the develop 
ment of this program can perhaps best be illustrated by tracing the successive 
reductions which have taken place in the course of its preparation. The requests 
received late last fall from the agencies participating in the program totaled more 
than $9.5 billion. These requests were based on an analysis of requirements as 
they then appeared to exist. As a result of the normal budget review process they 
were reduced to the $7.6 billion which was contained in President Truman’s 
budget of early January. After January 20, as a result of the review under 
President Kisenhower’s direction by the National Security Council to which I 
referred above, and a second examination of the problem by the Bureau of the 
Budget, the program was further reduced, and as so reduced was contained in 
the request for approximately $5.8 billion, plus appropriations to cover local 
currency in the amount of $98 million, which was contained in the program sub- 
mitted by President Lisenhower to the Congress. In other words, the program 
actually proposed was more than $3.5 billion less than the program which the 
several agencies developed based upon requirements. 

Moreover, in presenting the foregoing prograin to the authorizing committees, 
witnesses of the executive branch stated that as the result of a rigorous screening 
of previously authorized programs, substantial savings would be effected in their 
execution. They promised to keep the appropriate congressional committees 
apprised of the progress being made in determining the probable amount of such 
savings, thus enabling appropriate adjustments to be made by the authorizing 
committees before reporting the legislation to the Senate and House of Repre- 
sentatives. In accordance with these promises the House Committee on Foreign 
Affairs and the Senate Committee on Foreign Relations were advised on May 27, 
1953, that the process of rescreening indicated that some $404 million of previously 
appropriated funds would not be needed in order to meet normal requirements 
under the fiscal year 1953 and prior programs. After reserving $50 million of 
this amount to meet any new and urgent fiscal year 1953 requirenents which 
might need funding before the end of the fiscal year, it was recommended that 
this sum be applied to reduce the new obligational authority required to finance 
the fiscal year 1954 program. 

I should emphasize that the reduction in the new obligational authority required 
for the fiscal year 1954 program below the $5.8 billion originally requested did not 
mean a reduction in the physical activities and programs which it was proposed 
should be carried out and financed during fiscal year 1954. The activities and 
programs proposed remained the same as those embodied in President Eisenhower’s 
request, but the funds required to finance this program could now come from two 
sources—first, approximately $5.47 billion from new obligational authority; 
second, about $354 million from appropriations for prior years which would no 
longer be required for their originally programed purpose. This assumed of 
course that the Congress would authorize the continued availability of these 
“savings” during fiscal veer 1°51. 

; 


As the foregoing letter also indicated, we have continued, and will continue in 


the future, constantly to screen the proposed program and past programs for the 
purpose of finding further savings. ‘This continuous process has already produced 
additional dividends. You will therefore note that the request before you is less 
by $156 million than the request for appropriations authority as it was revised 
downward on May 27. This further reduction reflects in part the availability of 
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that portion of the $50 million reserve which was not in fact required for emergency 
needs before June 30, 1953, and in part additionally developed savings. 

You will therefore see that the new administration had done everything in its 
power to pare down the new funds required for this program to that level which 
it believes to represent the minimum consistent with our national security. In 
making such a statement, however, I want to assure you that in the administra- 
tion of this new program we shall continuously be vigilant in our efforts to secure 
further savings where these can be made without impairing the fundamental pur- 
poses of this program. The organizational proposals which have been transmitted 
by the President to the Congress in the form of Reorganization Plan No. 7 should 
facilitate our efforts in this regard, although I should emphasize that greater 
efficiency in operations rather than further savings in administration is likely to 
be the most important product of these proposals. 

Under these reorganization proposals the program will be carried out under the 
direction of the President in a manner closely integrated with the total program 
of the Government. It will reflect the foreign policy guidance received from the 
Secretary of State, the views on defense policy provided by the Secretary of 
Defense and through him by the Joint Chiefs of Staff, the recommendations of the 
Secretary of the Treasury on financial policy, and the views of the Director of the 
Bureau of the Budget with respect to sound budgetary practices. The program 
will make use, wherever appropriate, of the services and advice of other depart- 
ments and agencies of the Government; such as the Departments of Commerce; 
Agriculture; Interior; and Health, Education, and Welfare. 

It will be useful at this point to divide the $5.8-billion program transmitted by 
the President to the Congress on May 5, 1953, into its major component parts. 
While, for the reasons indicated above, we propose that a portion of this program 
be funded from the carryover of previously authorized programs, it is of course 
the total program which concerns this committee. Of this total, slightly over $4 
billion was requested for mutual defense materiel and training. Of this latter 
amount, approximately $2.53 billion was requested for the European area, about 
$1 billion for the Far East, slightly over $475 million for the Near East and $20 
million for Latin America. The Senate version of the authorizing legislation 
approved these programs in the recommended amounts. The House version 
reduced the authorized programs for Europe and the Near Kast by $100 million 
each. This portion of the program is covered by chapter I of the authorizing 
legislation and of the budget estimates before you. 

Within the $5.8 billion, $995 million was requested over and beyond the 
$4 billion figure, for mutual defense financing. This portion of the program, 
which is covered by chapter II in the authorizing bill, likewise has a military 
purpose. It is designed to assist certain countries in Europe and the Far Kast 
in carrying out important defense objectives which they could not otherwise 
carry out without very serious economic consequences. Of the total of $995 
million, $400 million would be specifically directed toward the procurement of 
equipment, materials and services which are required by, or are necessary for 
the support of, forces of France which are located in Indochina and of the Asso- 
ciated States of Cambodia, Laos and Viet Nam. $200 million, evenly divided 
between the two countries, is intended for the manufacture in France and the 
United Kingdom of weapons required by and to be delivered to French and 
British forces required for the defense of the North Atlantic area—in the case 
of France, artillery, ammunition and semiautomatic weapons, and in the case 
of the United Kingdom, modern military jet aircraft. Another $100 million 
is designed to finance United States exports to the United Kingdom of certain 
commodities, particularly of wheat, cotton and lard, of which we have an ample 
supply. The balance of the $995 million, or $295 million, represents the mini- 
mum in terms of defense financing for other countries in the European area and 
for programs in Indochina and Formosa. 

I should divert from my outline of the major provisions in our request to give 
some indication of the meaning and purpose of the above-mentioned assistance 
for the United Kingdom and France. 

In the case Of the former, it will be noted that direct financial assistance would 
be cut in half from fiscal year 1953 to fiscal year 1954, and I might add that we 
contemplate a further substantial additional reduction in the following year with 
an early termination of all assistance of this form. While the resulting loss in 
dollars for balance of payments purposes will partially be cushioned by increased 
earnings on offshore procurement contracts, such earnings will not ease or assist 
the United Kingdom in meeting its internal budgetary problems. The need in 
the case of France for continued assistance derives largely from the tremendous 
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effort being undertaken by France in the Indochina war, and our assistance will 
mean that. approximately 40 percent of the cost of the Indochina war will be 
covered by contributions in various forms from the United States. If they 
exercise proper frugality and manage their programs effectively, | am convinced 
that both countries can adjust to the new program and still carry out their exten- 
sive security commitments. I am also convinced, however, that to fail to pro- 
vide this help would be imprudent and dangerous and that it represents the 
amount which the United States, in the interests of its own security, should 
provide. 

In the case of mutual defense financing, the Senate bill supports the program 
as requested by the President. The House version reduces the amount which 
would be authorized by $100 million, all applicable to assistance in the Muropean 
area. 

The President’s original request also included $250 million for mutual special 
weapons planning, but both the Senate and the House have reduced the authority 
for appropriations for this purpose to $100 million. This comprises chapter III 
in the authorizing legislation. This is a new provision and one which, I believe, 
may ultimately prove as important, perhaps even more important, than any other 
in the proposed program. It results from a decision of the National Security 
Council that more emphasis should be placed on new and special modern weapons 
in the mutual security program; and it is particularly timely because General 
Ridgway’s SHAPE command is completing, and will submit in August, a study 
of the relationships of new and special weapons to NATO defense planning. 
Under this provision the President would be authorized, if he specifically deter- 
mined this was in the national interest, to utilize any funds appropriated for this 
specific purpose to initiate the production of special new nonatomic weapons 
that might have a beneficial effect on the capability of our allies to carry out their 
defensive military programs, Then, when the production of any such weapons was 
completed, he would be required, before actually effecting delivery thereof abroad, 
to make a further specific determination that such transfer was in the security 
interests of the United States. The provision would not affect atomic weapons 
which are controlled, as you know, by other legislation. Moreover, these funds 
could only be used for the specific purpose detailed in chapter I1I—none of the 
transfer provisions in the authorizing legislation would permit its diversion for 
other uses. 

One of our greatest assets is, and has been, the productive and scientific genius 
of the free peoples, and we must capitalize on this genius in our joint planning for 
defense. We must seek through the application of the most modern techniques 
and weapons, to assure that forces of a given size represent the maximum possible 
military potential. The special new weapons that are now about to enter produc- 
tion or are just over the horizon in terms of development may prove to be the key 
to an effective defense of the NATO area at a cost in money and men which would 
be far less than originally anticipated. When the Ridgway study is received and 
can be evaluated, and its recommendations appraised in the light of actual 
production possibilities, we must be in a position, if the time and conditions 
seem appropriate, to move swiftly in this general field. We may not use this 
money, but we must be prepared with this money available if circumstances 
warrant the placement of production contracts for new weapons. The existence 
of the authority, will in itself stimulate the development of new weapons by the 
scientists of the smaller NATO partners. Inventive scientific genius of the free 
nations must be developed effectively against the mass threat of Communist 
power. More brain power in the development of defense means less manpower 
lost on a battlefield. 

The remainder of the program requested by President Eisenhower, totaling 
approximately $560 million, exclusive of local currency, consists of 2 parts: 
Chapter IV, providing $454 million for programs of mutual development and 
technical progress in the less developed areas of the world; and chapter V, involv- 
ing contributions of $105 million to multilateral organizations. Both the Senate 
and House versions of the authorizing legislation supported this program with 
very minor exceptions, exceptions aggregating in the former case to about $15 
million and in the latter case to approximately $26 million. These programs 
involve relatively smaller amounts than other portions of the total program, but 
their geographic coverage, and their importance to the security of the United 
States, is out of all proportion to these amounts. In their ultimate long-term 
effort they are perhaps the most important portion of our whole mutual security 


effort. 
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FP You will note from my brief recital of the principal features of the program, 
that we have developed a considerably different emphasis from that which has 
been embodied in earlier programs—the predominant place of amounts directly 
related to military defense; the ecehaatil proportion of funds proposed for the 
Far East; the stress placed on modern weapons; and the recognition given to 
the importance of increased production and development in the less advanced 
areas. Perhaps the characteristics of President Eisenhower’s new mutual 
security program can best be summarized as follows: 

1. Longer range planning and programing with open discussion of future 
requirements, subject always to the annual decisions and reviews of Congress. 

2. Earlier attainment of strong defense capabilities through more rapid de- 
liveries of critical items and more thorough training of forces in being. 

3. Constant insistence on the importance of economic stability and an expanding 
gross national product among the free nations as the essential foundation for 
sound defense. 

4. Accelerated planning for the use of new weapons for the defense of the free 
nations against threatening totalitarian thrusts. 

5. Full enlistment of the cooperating defensive strength of all nations who 
oppose the Soviet Communist power. 

6. Expanded use of the production capacity of Europe through a combination 
of United States and multination orders which will permit efficient mass produc- 
tion of NATO arms and the consequent establishment of a better production 
base in Europe. 

7. Steady development of the natural resources and the people’s capabilities 
in the less advanced areas of the free nations. 

8. Gradual expansion of fair and profitable trade between the free countries. 

9. Broader cooperation with voluntary organizations engaged in similar 
activities with emphasis on the “people-to-people”’ relationship. 

10. Increased reliance upon private capital for all phases of economic ac- 
complishment. 

11. Alertness and willingness to adjust to any new conditions, in accordance 
with the President’s April 16 address, 


Senator Corpon. The committee at the moment will recess until 
2:30 in place of 2 o’clock. 
(Thereupon, at 1 p. m., the committee recessed, to reconvene at 
:30 p. m., same day.) 


* 


to 


AFTER RECESS 


Chairman Bripers. The committee will come to order. 


STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY OF 
STATE 


GENERAL STATEMENT 


Chairman Bripees. Our understanding, Mr. Secretary, is that you 
will proceed in open session here for awhile, giving anything you care 
to, to the committee in open session and any questions that may be 
asked in open session, and that we will clear the room and go into 
executive session on the matters involving security. Is that agreeable 
to you? 

Secretary Duties. Yes, sir. 

Chairman Brings. We will be glad to hear from you on the 
matter of this mutual-security appropriation. 

Secretary Dutixs. Mr. Chairman, I have a prepared statement 
which I would like to file, but I would prefer to speak just informally 
rather than actually reading it, if I may. 

Chairman Brinvces. Certainly. 

(The statement referred to follows:) 





y 
: 


Dali 


Sree CED 


hase neat gi 





~“ 


~J 


MUTUAL SECURITY APPROPRIATIONS, 1954 


STATEMENT BY Hon, Jonn Foster DuLLEs, SECRETARY OF STATE 


What I would like to do this afternoon is give you the reasons, from the overall 
foreign policy point of view, why we feel that the full authorized amount for 
mutual security should be appropriated by this committee. 

[ would like to make one point very clear. The funds President Kisenhower 
is requesting are in no sense a giveaway. On the contrary, they represent in 
his opinion the cheapest possible way of providing a maximum of national security. 
rhe President put it this way: ‘‘Unequivocally I can state that this amount of 
noney judiciously spent abroad will add much more to our Nation’s ultimate 
security in the world than an even greater amount spent merely to increase the 
size of our own military forces in being.’’ In other words, a cut in mutual 
security can only be made up by a much larger increase in our own national 
appropriations. 

Let me make the same point by describing how we have arrived at the figure 
before you. What we did was first to reappraise our entire national security 
program. In the National Security Council and elsewhere, we reached basic 
decisions as to what our national security objectives were and what our capabili- 
ties were, in terms of our own fiscal and economic strength. We kept always 
in mind that nothing would be more self-defeating than a program which imposed 
backbreaking strains on our own economy. Having determined what we should 
and could do, our next task was to determine the best means for doing it. This 
was partly a task of determining how to distribute the burden between our own 
national-defense effort and the defense efforts of our allies, as supported by the 
mutual security program. It also involved a very careful reexamination of the 
details of our national security programs. We feel that we have eliminated from 
the mutual security program funds for all items which are not clearly needed to 
be appropriated this year to attain our objectives. 

Before describing the relation of the mutual security program to our foreign 
policy programs in specific areas, I would like to describe first how the program 
supports our overall objectives. 

First of all, this program supports the basic principle that our national security 
cannot rest on the strength of the United States alone. We must have allies to 
join their strength with ours and we must also prevent their strength from falling 
into Soviet hands. ‘This latter aspect we sometimes tend to neglect. If the 
Soviets take over the great land masses of Europe, Asia, and Africa, the scales 
of world power would be heavily weighted against us. 

Next, I want to emphasize the often-forgotten fact that the Soviet threat to 
the free world isa dualone. There is a military threat, but there is also the threat 
of internal subversion. If the Soviets take over Europe, Asia, and Africa by 
internal subversion and other means short of war, our situation will be very 
serious, for we will be faced with a hostile world that would have its population 
unharmed and its industries and resources intact. Economie health of the free 
world is the best preventive against this eventuality. We must, therefore, be 
concerned not only with the military strength of our allies, but with economic 
strength as well. That is why this program must be concerned with both military 
and economic assistance, depending partly on the areas of the world involved. 
The amounts requested for economic assistance are small compared to what 
is required for military aid, but they represent just as sound an investment in 
our security. 

A third point to be noted is that the mutual-security program is global in scope. 
Any program concerned primarily with security in the Far East, or in Europe, 
or in any other area would be dangerous. You will notice that while the overall 
program is smaller than last year, we are requesting a larger amount than in the 
past for the Far East, reflecting our decision that we must give increasing emphasis 
to that area. 

Fourth, this program takes account of the fact that we must stand ready for 
many years to build and maintain free world strength. We are not faced with a 
sudden emergency situation, which will somehow miraculously disappear and 
permit us to relax our efforts. Sudden and spasmodic efforts threaten to upset 
the economic health of both ourselves and our allies, and I do not need to remind 
you that without sound economies here at home and among our allies, the suc- 
cess of our whole effort will be thrown into jeopardy. The planning which 
went into this program is based on our recognition of the long-range nature of the 
struggle with which we are faced. 
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I would like now to turn to some of the specific areas of the world in order to 
point up the specific problems we are facing and the role of the mutual-security 
program in meeting those problems. 

For Europe, we have requested just about half of the total of the program, 
Practically all of this sum is for military assistance. Why is there such emphasis 
on military aid for Europe? 

The reason lies in certain inescapable facts which show how completely our 
security is bound up in that of Europe. Take, for example, the two basic com- 
modities, coal and steel. Today we and our NATO allies have a 3-to-1 lead over 
the Soviet bloe in steel production. We have a 5-to-2 lead in the production of 
coal. If the Soviets took over Europe, they would be equal to us in steel produc- 
tion and would have a 3-to-2 advantage in coal production. The industrial 
strength which is our greatest single advantage would be completely wiped out. 

The serious consequences would not be confined to the industrial field. The 
nearly 300 million people of Western Europe are not only a huge source of mili- 
tary manpower; they also represent the largest single body of skilled workers in 
the world. Consider also the strategic advantages which the fall of Europe would 
give the Soviets. They would acquire the world’s largest and finest complex of 
airfields and seaports. 

I think that a few will question the importance of Western Europe to our 
security. The question immediately before us is whether the $2,227 million in 
military assistance we are asking for is really necessary. For instance, it is natural 
to ask whether the Europeans are doing all they can to contribute to NATO, 
especially in the light of all we have done and are doing. It is also natural to 
ask why military aid to NATO is needed when NATO already has a sizable force 
which reportedly cannot be much increased in size. 

It is true that we have already made a tremendous contribution to the buildup 
of NATO strength. Since the North Atlantic Treaty was signed, we have sent 
over $10 billion worth of military and economic aid to Europe. It is natural to 
ask what the Europeans have been doing during this period. They have spent for 
defense about $30 billion, and their annual defense budgets have more than 
doubled. This is a very significant effort, for their total resources, as measured 
in terms of their gross national product, are not much more than a third of ours, 
although the population is 50 million larger. 

It is frequently said that no further United States military aid to NATO is 
necessary because NATO now has a sizable force and there is little chance of its 
being further built up. It is true that the force available to NATO today is a 
sizable one, especially when compared with the virtually nonexistent forces of 
3 years ago. But these forces are not yet adequate. They must be further 
strengthened, in both quality and quantity, before the security of both Europe 
and the United States can be assured. 

This fact was clearly recognized at the NATO Council meeting in April, when it 
was agreed that NATO must continue to increase its strength. But at that meet- 
ing we came face to face with the fact that the NATO countries had just about 
reached the upper limit of their ability to maintain the past rapid rate in the 
buildup of forces, while at the same time improving the quality of their existing 
forces. The strain on the economies of both ourselves and our European allies 
was becoming too great. Rather, therefore, than continue exhausting our re- 
sources and sacrificing quality in a too-rapid buildup, it was agreed to undertake 
a@ more gradual and steady buildup, while at the same time placing greater em- 
phasis on improving the equipment and combat-readiness of existing forces. 

Thus there has been no decision to abandon NATO or to cut back the NATO 
program. We have only shifted to a more rational and realistic plan of action 
which will give us the maximum of defense within the limits imposed by our 
resources. Our program for the coming year calls for a moderate increase in the 
size of NATO forces and a considerable improvement in the quality of forces 
now in being. It is for this essential purpose that the military assistance funds 
have been requested. 

A major problem in our Huropean program concerns Kuropean unity. The 
Congress has long recognized the importance of European unity to the success 
of our efforts to build strength in Europe and has encouraged action in this field. 
A great deal has been accomplished by the Europeans to date, but I would be 
the first to admit that much remains to be accomplished. As you know, the 
most important a to be taken toward unity today is entry into force of the 
European Detense Community (EDC) treaty, which was developed by the Furo- 
peans themselves as a means to bring about a German contribution to the defense 
of Western Europe. It is natural that the parliaments would want to give careful 
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and thorough consideration to a treaty which calls upon them to surrender 
sovereignty over their own national defense establishments. However, the need 
for the EDC is so great that we can hope that the parliaments will overcome their 
natural reluctance and soon vote for the treaty. It is all the more important 
because a prime purpose of Soviet policy in Europe is to prevent and disrupt 
progress toward unity. 

There are other European countries which receive assistance under the program 
We now have under negotiation with Spain agreements concerning economic and 
technical assistance, military assistance, and base rights. When these agreements 
are completed, Spain will be eligible to receive assistance and participate in the 
mutual-defense program. Yugoslavia, whieh broke with the Cominform in 1948, 
is a recipient ot both military and economic assistance and makes its contribution 
to the defense of Western Europe. Austria is a recipient of a considerably reduced 
amount of economic aid, which is still necessitated by the difficult position of that 
country, part of which is still under Soviet occupation. 

I would like to turn now to the area which I recently visited, the Near Kast 
and south Asia. The area is characterized by political tension and economic 
hardship, which present an open invitation to internal and external subversion. 

Our basic political problem in this vitally important egion is to improve the 
attitude of the Moslem states toward the western democracies, including the 
United States, because our prestige in the area has been steadily declining since 
the war. It is also important for our security that Arab-Israel tensions be lessened 
and that the economy of the area be strengthened and stabilized. 

In order to attain our objectives, we must put greater emphasis on a regional 
approach to the problems of the area. For this reason, we have prepared a 
“single package’ program, designed to lay emphasis on the need for the countries 
of the region to cooperate with each other and to marshal their resources collec- 
tively, wherever feasible. 

Pecause of the nature of the problens in this region, the program must neces- 
sarily place greater emphasis on technical assistance and economic aid. The pro- 
gram calls for continuance at present levels of existing programs for technical 
assistance, maintenance of programs for refugees, and special regional economic 
assistance. We consider these progra™s, although relatively small in dollar cost, 
to be vitally important in terms of their contribution to our security. 

We are also requesting funds for a limited military assistance program which 
should make a significant contribution to the achievement of our basic objectives. 
It will contribute to internal security, will aid in promoting plans for peace between 
the Arab nations and Israel, and will assist in establishing a regional defense 
organization. 

The two nations of India and Pakistan, which make up the subcontinent of 
South Asia, have a combined population as large as that of China. They are free 
from Communist control, but the economic conditions in the area make political 
instability or Communist subversion a constant threat. Food production is the 
basic problem. Although 80 percent of the population are engaged in agriculture, 
actual production is appallingly low, with resulting hardship and privation. 

Both India and Pakistan have shown initiative in undertaking programs for 
economic development, despite the very limited resources at their disposal. 
Economie progress is demanded by the people in these new nations and the survival 
of free governments in them depends on whether such progress will take place. It 
is important for us that these nations do continue along the path of free develop- 
ment, and it is worthwhile for us to help them through the assistance requested in 
this measure. 

I do not need to stress the importance of the Far Kast to our own security, or 
the seriousness of the threat in that area. The Communists are engaged in open 
aggression in Korea and Indochina. They are directly responsible for the con- 
tinuing threats to the stability of virtually all of the other countries in the area. 
Economic weakness and political and social instability are a common denominator 
through most of the area. Hunger, poverty, disease, and illiteracy provide an 
open invitation to subversion, 

The increased emphasis on the Far East is clearly reflected in the fact that we 
are requesting substantially larger amounts for defense in the area than in the 
past. The direct aims of our programs are to help deveiop internal stability and 
strength and to develop the will and ability of the free nations of the area to 
remain free and to make an effective contribution to the collective security of the 
free world. 

In Formosa a primary objective of our policy must be to strengthen the defenses 
of the island. Equally essential is it that we bolster the island’s economy. ‘The 
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support of a sizable military force and a population swollen with immigrants from 
the mainland has imposed severe economic drains. If Formosa can be made 
both militarily strong and economically healthy, it will exercise a powerful 
attraction on mainland China. 

The situation in Indochina today represents one of the most serious present 
threats to the free world. Primary responsibility for the conduct of military 
operations rests upon France and the Associated States. Their manpower must 
do the fighting and they are bearing a large part of the costs of the military effort. 
But they are clearly incapable of bearing the entire cost. Our mutual security 
program provides $400 million for the support of the forces of France and the 
Associated States of Indochina and a program to provide military end items for 
the purpose of helping the French and Indochinese peoples reduce this Communist 
pressure to manageable proportions. 

Japan is one of the prime targets of Communist expansion in the Far East. 
Of all the Far Eastern nations, Japan possesses the most advanced industry and 
the greatest reservoir of technical skills and commercial experience. She is ina 
position to contribute substantially to the strengthening of the security of the 
free nations of the Pacific and to the raising of living standards in the area. 
Under the security treaty with Japan, it is expected that Japan will increasingly 
assume responsibility, within its economic capabilities for its own defense against 
aggression, direct and indirect. The forces envisaged are purely of a defensive 
nature, directed exclusively toward contributing to the defense and internal 
security of the Japanese homeland. 

The modest amounts requested for Thailand, the Philippines, and Indonesia 
are designed to help each of these countries meet their special problems of develop- 
ment and security, while remaining free from the twin threats stemming from 
communism and instability. 

I turn now to the mutual-security program for Latin America. 

The Latin American countries are our good friends with whom we have had 
beneficial political and economic relations since the time when they, like the 
United States, were colonies of European powers. They have assumed with us 
collective responsibility for the defense of this hemisphere. Their strength and 
their weakness is a part of the strength and weakness of the hemisphere. 

The United States, in my opinion, has in the past too often failed to give proper 
attention tothem. As you know, the President’s brother, Dr. Milton Eisenhower, 
is now in South America on a goodwill, factfinding mission, the purpose of which 
is to strengthen our ties with our sister republics. 

The mutual-security program for Latin America for fiscal year 1954 would 
provide for the continuation of the military-aid program, which was initiated 2 
years ago, and for the technical cooperation program which is now more than 10 
vears old in the area. The purpose of the military-aid program, as you know, 
is to provide in advance for the participation of Latin American armed force 
units in the protection of vital installations and lines of communication in this 
hemisphere. The sum requested for the well-established and highly valued 
technical cooperation program is to help increase the economic strength of the 
hemisphere by increasing economic productivity. The program is especially 
important at the present time because a number of the Latin American countries 
are facing increased economic difficulties as a result of declining markets for some 
of the principal export products on which their economies depend. The tech- 
nical cooperation program by contributing to economic and social stability in 
Latin America is a very positive check on the spread of communism in the hem- 
isphere., 

I want to conclude with some general remarks about the amount requested and 
its relationship to the present world situation. 

First, the amount the administration requested is $1,772 million less than the 
amount originally requested by the previous administration and over $500 million 
less than the amount appropriated last year. I think that these substantial 
reductions result in good part from the new and hard look which we have given 
our entire national-security program. I am frankly disappointed that the reduc- 
tions could not have been larger. They are, however, in our view the maximum 
reductions which can be reconciled with the essential security of the United States. 
As Secretary Humphrey put it before the House Foreign Affairs Committee: 
“No one is more economy-minded than lam * * *. I just do not want economy 
at the expense of security.”’ 

It is natural to question whether we can be at all certain as to specific amounts 
requested for mutual security in the light of the present fluid world situation. 
This is a very important question. I want to assure you that our policy is not 
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frozen in a rigid inflexible pattern. We are constantly alert to any development 
which in the future will enable us to achieve our fundamental objective of na- 
tional security at less cost. .We hope in fact that as other aspects of our policy 
succeed we will be able to reduce our expenditures on this part of our program. 
There are signs of unrest behind the Iron Curtain. It is too early to attempt 
with wisdom to make a determination as to the long-range meaning of these 
developments. Therefore, we should not now let down our guard. 

‘There is no clear evidence in the present situation that the threat to our national 
security has basically diminished or that it will diminish in the foreseeable future. 
The Soviet Union continues to be a totalitarian regime which controls the destinies 
of a third of mankind and which has at its disposal a vast and powertul military 
force. Nothing has happened to change that basic fact. ‘The so-called peace 
offensive appears to represent only a tactical shift, not a basic change in Soviet 
policies. Until real conditions for world peace have been firmly established, the 
only sure course for us is to move calmly and steadily forward in building free- 
world strength. The funds requested for the mutual security program provide 
the means for carrying out this task, so vital to our national security. 

In stressing the importance of the mutual security program to our national 
security, I do not mean to imply that this committee should not examine the 
program very carefully and very critically. ‘To do so is your right and duty, and 
it is also your right and duty to eliminate funds for any items which you do not 
feel to be essential, in spite of what the witnesses may say. All I really want to 
do is to restate for emphasis something that I know will be the case, whether or 
not I say it: That this committee be guided in its work by a full awareness of the 
importance of tnis program to our essential national security interests. 


Secretary Duties. The first point I want to make about this 
mutual-security program is that it is really a mutual-security pro- 
grain and not a foreign-aid program. Often this legislation is called 
a foreign-aid program. ‘There is nothing in it that I know of which is 
designed merely as foreign aid and which is not directly related to 
what we believe to be the security and welfare of the United States, 


STATEMENT OF PRESIDENT EISENHOWER 


As President Eisenhower has said, 


Unequivocally, I can state that this amount of money judicially spent abroad 
will add much more to our Nation’s ultimate security in the world than an even 
greater amount spent merely to increase the size of our own military forces in 
being. 

I have often thought of this program as corresponding to the kind 
of program we are accustomed to in the municipal field where we have 
a central police force and a central fire department. Each of us out 
of taxes makes a contribution to a fire department or a police force. 
Nobody thinks of that contribution as being giving away money as an 
aid to somebody else. We do it because we know that we can each 
of us get more protection, more cheaply, if we have a central common 
cooperative organization than if each of us tries to have fire protection 
and police protection for his own house. 

The wert a way of doing these things is to do it on a mutual co- 
operative basis. That is the fundamental principle which underlies 
this program. 

Now, about half of the money which is contemplated to be spent 
here subject to your appropriation is the money which will be spent 
in Europe. Now, the importance of creating a protection in Europe 
is emphasized, I think, by the fact that Europe represents a tremen- 
dous element in the balance of power between the Soviet Union and 
the United States in terms of its industrial power and its essential raw 
materials. 
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RESOURCES DISTRIBUTION 


Today the so-called free world has a lead of about 3 to 1 over the 
Communist world in terms of steel production and approximately a 
5 to 2 lead over the Soviet world in terms of coal. But if Europe 
were lost, it would completely change that balance and would create 
approximately a 50-50 balance in terms of steel and a balance in favor 
of the Soviet Union in terms of coal. 

In addition to the steel and coal, there is of course a population of 
great capacity which possesses a great network of iene ports, 
airfields, and so forth, and the loss of that area to Soviet communism 
would be a very great threat to our own security. Therefore, we 
believe—and when I say “we,”’ I include the highest judgment of our 
military authorities and of the National Security Council—that the 
security of the United States requires the maintenance of a protective 
force in Europe which is now represented primarily by the so-called 
NATO organization. 

NEAR EAST RESOURCES 


Now, in other parts of the world there are other problems equally 
important to the security of the United States. I myself, recently 
visited the Near East. The Near East is the area where over 60 
percent of the known oil resources of the world are located. In that 
area in North Africa are many air bases which are of extreme impor- 
tance to the United States. We believe that it is important to do 
something to contribute to the conditions which will enable us to 
protect the oil and to maintain effective bases under conditions which 
will enable them to be of use to us in the event of emergency. So, 
in addition to our concern for the welfare of these people with whom 
we have great historic ties, culture, and religion, there are very prac- 
tical considerations which justify the type of program which is outlined 
here for the Near East. 


FAR EAST SITUATION 


In the Far East there is a dangerous situation. That is the area 
in which the most actual fighting is going on at the present time. 
[ need not speak of Korea because that is not included in this bill. 

Formosa is the seat of a strongly anti-Communist government 
which possesses very considerable tnilitary forces and they have a 
very great potential value in the common cause of the fighting of 
communism in that part of the world. 


INDOCHINA 


In Indochina there is a situation where aggression has been going 
on and where there is a threat of serious loss to the aggressors. Loss 
of this area, which is extremely important because it represents the 
so-called ‘rice bowl” area from which much of that part of the world 
derives its living, and if it passed into Communist control, would have 
either a very great influence over those countries or we would have to 
compensate for that by grants of our own which would be far more 
costly than anything that is contemplated here. 

I refer particularly in that connection to the situation of Japan 
which is a country of tremendous capacity, as we well know, and 
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which is now friendly to us. Japan has been deprived of its markets 
in the neighboring mainland of Manchuria, Siberia, and Communist 
China, but does have growing hopes of developing good relations on 
an economic basis with Southeast Asia, where there is not only rice 
but tin, rubber, oil, and iron ore. If that prospect were wiped out, 
what we would feel it necessary to do to keep Japan, that great in- 
dustrial workshop of the East, from falling under communism, Com- 
munist control, would be very much more costly than anything that 
is proposed here. The situation in Indochina is difficult. I do not 
want to attempt here to state what the possible solutions are. No 
doubt those will be a matter of discussion these coming days with the 
French Foreign Minister, Monsieur Bidault, who arrives this afternoon. 
I expect to be meeting him at the airport in an hour or so. 


SOUTH AMBRICA 


We make some very modest provision in this bill for Latin America. 
It is relatively quite small. I would say very frankly that I do not 
think we have yet found the best solution for our relations with Latin 
America. Latin American countries are to a very considerable extent 
raw-material countries. Many of them have only 1 or 2 important 
products. They have very little industrial capacity to turn their own 
products into goods which would be usable for their own people. They 
depend upon exports of such things as copper, tin, wool, coffee, things 
of that sort, to get the foreign exchange which they need for their con- 
sumers goods, 

During times of shortage, war, we are very dependent upon them 
and then the cycle turns and we do not need their products. I should, 
of course, mention also oil, which is a very important product, for 
Venezuela in particular. 

Then they go into periods of depression. They may be approaching 
such a period at the present time. 

Dr. Milton Eisenhower, the President’s brother, is on a trip into 
that part of the world with my Assistant Secretary of State for Latin 
American Affairs, and representatives of some of the other interested 
Government departments, Commerce and Treasury. When they get 
back we will have the task of trying to work out some sounder program 
for Latin America. It may perhaps involve an effort to create condi- 
tions under which private capital may more freely go into Latin 
America with less risk of nationalization which has been occurring too 
much in recent times and which has discouraged the flow of private 
capital in that area. 

All I say is that I do not think this present program represents any 
final ultimate policy whereby we can keep in friendly association with 
our Latin American friends, a very important thing to do. 

We must remember that the first American foreign policy was the 
Monroe Doctrine, a doctrine for this hemisphere, its solidarity; that 
is an essential part, I believe, of any American foreign policy. What 
we propose here, I would say, is a transitory phase toward what I hope 
will be a solid and more de »pendable foreign policy than we have 
developed over the past years in relation to Latin America, but as 
a relatively small transitory measure, I would strongly ree ommend it. 
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INDIA AND PAKISTAN 


Now, the other area of the world I should perhaps touch upon 
which is covered by this bill is India and Pakistan where the proposed 
grants, at least superficially, have a less direct relationship to the 
security of the United States than in the case of the other areas I 
mentioned, namely, Europe and the Near East, the Far East, and 
Latin America. There the program includes a substantial contribu- 
tion of $110 million in the case of India and a comparable.amount on 
the basis of population to Pakistan, to aid their programs to develop- 
ing of agriculture, primarily through increased irrigation and water- 
control projects. 

You may say, why is that justified? I must confess I had some 
doubts about it myself and when I originally approached the program, 
I found in the State Department there was a program of $200 million 
for India and I did not feel, frankly, that could be justified. It has 
been reduced in the present bill to $110 million. But after I had been 
out there and studied the situation, I realized this, that there is going 
on in that part of the world a very spectacular, even though some- 
what slow competition, between the police state methods which now 
prevail in Communist China, mainland China, which represents an 
effort on their part by their methods to improve the living standards 
of their people, and there is going on in India a comparable program 
whereby the Indian Government, in methods which represent free 
re presentative processes, is trving to see what they can do to improve 
the living standards of their people. Those peoples toge ae represent 
800 million people, roughly 350 million in China and 350 million in 
India, plus Pakistan. 

The outcome of that competition is going to have a very vital 
effect in my opinion upon the welfare of us all. If it is demonstrated 
that the methods of collectivization, and so forth, in Communist 
China, are more effective for improving the welfare of the people than 
the methods in India, for example, the whole area will go that way. 

On the contrary, if it ean be demonstrated that the methods which 
are used in India are more effective for raising the standards of living 
of that great mass of humanity, the influence of that will have a 
tremendous impact and attraction upon neighboring Communist 
China. Therefore, it seemed to me that it was worthwhile and justi- 
fiable to make some contribution to help to see to it that the free 
methods of India produced better results than the police state, collee- 
tivist, totalitarian methods of Communist China. 


MEETING WITH MR. NEHRI 


That does not mean by any means that we are in agreement with the 
foreign policies of India. I spent some days in India and had very full, 
frank talks for the greater part of 3 days with Mr. Nehru. We went 
over our differences. I think I got to see his point of view and I hope 
he got to see my point of view. We did not come to an agreement 
about everything by any means but I say that I recognized that 
despite the fact that we disagreed in many respects, you do have to 
recognize the fact that what is going on in India is a tremendous 
experiment in competition with the China experiment, and I believe 
we are justified in making a relatively smal! contribution which will 





| 
. 
| 


idan 





MUTUAL SECURITY APPROPRIATIONS, 1954 85 


help cover in essence the foreign-exchange cost of their program which 
is designed largely through better irrigation methods and the like to 
improve and lift up the living standards of the Indian people. 

Mr. Chairman, although this is a very complicated and detailed 
subject, I do not mean to say I have exhausted it by any means, but 
perhaps I have said enough to indicate my general approach to the 
problem. 

Chairman Bripaxs. Mr. Secretary, you and Governor Stassen have 
stressed the fact that this is not really foreign aid, but that it is mutual 
security, 

We recognize that as the title of the appropriation. For the benefit 
of the committee, how would you define mutual security? Mutual 
security to the committee indicates a cooperative effort among several 
parties. What are their obligations? What do we expect and what 
is the Department doing toward effecting a truly mutual security pact? 

Secretary Duties. I would suppose, Mr. Chairman, that going back 
to the analogy of the fire department or policy department in out 
towns and villages, that the difference would be this, if one person 
because he was wealthy paid all the taxes to produce the protection 
of policy and fire, that would be a foreign aid program. If everybody 
contributes approximately according to his means through fair taxes 
to produce a protective mechanism which is available for all, then | 
would call it a mutual program which I think this is. 


CONTRIBUTION TO NATO 


Now, you take the NATO organization, which represents much our 
biggest single contribution, we have contributed a substantial amount 
to NATO. I would think, since the Nerth Atlantic Treaty went into 
force, about $10 billion. During the same period the European 
partners have contributed $30 billion. Now, in proportion to their 
resources, that is a fair contribution. You can on that it should be 
different and that maybe we should be down a little bit, and that they 
should be up. We argue this way; they argue the other w ay. Asa 
matter of fact, they have proposed some sort of equalization program 
which we have opposed because we do not think it would adequately 
take into account our other responsibilities. But you have, let us say, 
the benefit of a $40 billion organization which in case of need would 
help us as much as anybody else, and instead of our paying the $40 
billion we paid $10 billion and others paid $30 billion. 

Senator Ferauson. Could I ask you a question, there? 

Secretary Dutuns. Yes, sir. 

Senator Frreuson. That does not take into consideration the 
amount of money that we are appropriating here for defense which, if 
war came, would be applicable. You see, that is all that they are 
spending over there, 30 to 10, but then if you figure the amount that 
we are spending here, it is entirely different. 

Secretary Dutuns. That is the reason why, as I say, we have 
objected to the establishment of any equalization formula, But 
if you will take the total percentage of national income which is 

applied by our countries in their overall military establishment, the 
ratio is very much the same between the United States, England, and 
France. When you take into account the fact that their standards 
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of living is very much lower than ours, the relative burden of their 
contribution is fully as great as ours. 

Senator ELLENDER. May I ask a question? 

Chairman Bringss. If Senator Ferguson is through. 

Senator Ferauson. I was through. 


EUROPEAN INDUSTRIAL CAPACITY INCREASE 


Senator ELttenper. Mr. Secretary, some time ago figures were 
presented to the Senate which indicated that the industrial capacity of 
Western Europe had increased from 100 percent prewar to 148 percent, 
as of last year. Now, if the industrial capacity has increased to 
such an extent, why are those countries not as well able to provide for 
themselves militarily as they were in years when their industrial 
capacity was much lower? 

Secretary Dutuns. One of the problems that they face is the dis- 
location which has occurred in their economies through the war, 
not only their own economies but the economies of other countries 
and their relationships with other countries. The cutting off, for 
instance, of east-west trade has had a very serious effect upon the 
economy of Western Europe. The dissolution of many of the colonial 
ties has had a serious effect. Actually they are, as I say, contributing 
to the military establishment a percentage of ‘their national income 
which is v ery ¢ ‘lose to what we are contr ibuting. 

Senator ELLENpER. Now, you are figuring that on the basis of the 
total amount of gross income? 

Secretary Duties. Yes, sir. 

Senator ELLeENpDER. But you forget that this great income that is 
now ours is caused by the fact that we are expanding militarily not 
only for ourselves but for the people abroad. Is that not true? 


WAR ECONOMY 


Secretary Duties. You mean that our economy is a war economy? 

Senator ELLeNprER. Yes, sir; absolutely. It has been for many 
years. And when vou compare our profits to those of Europe and use 
them as a standard or yardstick—to indicate how much we should 
contribute, you, as many others, forget the fact that this is an economy 
based on at best, fear of war. It is something that is more or less 
synthetic, as my good friend Senator Robertson would indicate. It 
is not profits that you could rely upon in the future. It is based on 
what we may call false economy—a period of time that you cannot 
compare to normal times. If ever our country stops producing these 
huge amounts of military goods that we have been producing in the 
past, I am just wondering if we will ever be able to pay this huge debt 
that we have on our back. 

Secretary Duties. There is no question, Senator, but what our 
own financial position is a difficult one, as is the financial position of 
other countries we are talking about. I think there are few people in 
government who are more aware of that than, let us say, our Secretary 
of the Treasury, Mr. Humphrey, who is deeply concerned with the 
problem, with the question of imbalance of our budget, the large 
amount of debt that is outstanding in short term, and so forth. But he 
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is satisfied, after hearing every one of these figures go on, that this is 
prudent expenditure on the part of the United States. 

Senator ELLtenpEer. I do not see how he can be satisfied, Mr. 
Secretary, after considering this. As was demonstrated this morning, 
it is true that we have the highest standard of living; our per capita 
income is greater than that of any other country, and yet with all of 
that, we have been unable to reduce our debt. 


ECONOMIC EFFECT OF CURTAILMENT OF UNITED STATES PRODUCTION 
OF WAR MATERIEL 


On the contrary, we have been increasing it from year to yes 
Now, I am just wondering what is going to happen when we stop 
produci ing these materials of war that have : brought on this prosperity? 
We cannot begin retiring our debt with the boom economy that we 
now have; on the contrary, as I said, we are going deeper and deeper 
into debt. What is going to happen when we stop producing all of 
the materials that have made it possible? 

Secretary Duties. I do not know what you are arguing. Is it 
that we should go on? I do not certainly adopt the theory ‘which is 
attributed to us by many unfriendly people that our free enterprise 
form of society cannot be prosperous except on the basis of war econ- 
omy. I do not believe that. 

Senator ELLenpErR. I did not say that. 

Secretary Dutuss. I inferred, at least, that you had doubt whether 
we could be profitable except on the basis of war ec onomy. 

Senator ELLenpER. Our huge debt has been caused by the two 
great wars we have engaged in. There is no question about that. 
But you are now comparing our present economy with that of Western 
Europe in showing that we are so much more prosperous than they 
are and therefore more able to help them. 


TURKISH DIVISION COSTS CITED 


Secretary Duuuxrs. No, sir, excuse me. I never made that argu- 
ment. What I say is this: I believe we should get our security in the 
cheapest possible way. Now, I take it most of you would agree with 
that. All right. Supposing you want to have—it is important for 
our security, as our military people say it is, let us say—to have some 
allied divisions in Turkey. They say that is a very important to 
have a strong military position on that flank position. How do you 
propose to get it? Do you want to get it through the cooperation of 
Turkey where the men in the ranks get 23 cents a month the first 
year and 32 cents the second year, or do you want to get an American 
division and equip it and send it over to Turkey which would cost you 
10 times as much? When the military people say that is what you 
need, that strength there is the equivalent of much more strength 
somewhere else, that you can get it far more cheaply there than some 
place else, I say then it is false economy and foolish from the stand- 
point of the security of the United States to say we will not contribute 
to have Turkish divisions that are cheap and where we want them and 
we will pay 10 times as much to have American divisions which are 
very expensive where we do not want them. 
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Senator ELLenper. We are being called upon because of the great 
amount of money we are making and our great. prosperity. 

Secretary Duties. There is not one dollar in this program that is 
responsive to such a call. There is not one dollar in this program 
which is not there because we have calculated on the basis of the 
best advice we can get that is the best and cheapest security we can 
get for the United States. 

Senator ELLeNpDER. Do you mean to tell this committee that some 
of those countries cannot do better than they are now doing? 

Secretary Duties. No, I do not say that. 


PAYMENTS IN PROPORTION TO ABILITY 


Senator ELLENDER. Do you not think it would be to our advantage 
as well as their advantage to have them put up as much as we are 
putting up, in proportion to their ability? 

Secretary Duxuies. I do not think it is ever to our advantage to 
cut off our nose to spite our face. 

Senator ELLeENpeR. When we started the Marshall plan, the idea 
was to put those countries in a position where they could help defend 
the free world in time of crisis. Mr. Hoffman stated before this 
committee in 1950 that if we could assist the countries of Western 
Europe to the point where their industrial capacity would be increased 

25 percent above prewar, we could pull out. We have now reached 
over 148 percent and we are still dumping money into their laps. 
When are you going to stop? 

Secretary Duties. I beg your pardon. We are not dumping any 
money in their lap. 

Senator ELLeNpER. You have in the past, and you have a billion 
and some odd, as I understood Governor Stassen this morning, that 
is more or less economic aid in the bill. It may not be as direct as 
the Marshall plan aid was but it is a form of economic aid. 

Secretary Duties. Mr. Senator, | do not profess to be a great 
military expert. We have our military advisers. You may think 
they are good, you may think they are bad, but that is what they 
are, that is where we get our military advice from. When the mil- 
itary people say this is the cheapest way to get security, It is very 
difficult for me as a layman to say, ‘‘No, we will get it in some other 
way. 


FURTHER DISCUSSION OF BUSINESSMEN INVESTIGATING TEAMS 


Senator Dirksen. Mr. Secretary, we had six very distinguished 
businessmen as the investigating team in the Federal Republic of 
Western Germany. I thought they turned in an excellent report 
and I notice, and I think I can make this comment without violating 
the restrictive nature of the report, that the progress they made, 
which was almost dramatic, that is the word they used, was based 
upon wise policies and hard work. Now, I think it will be fairly 
admitted that the destruction of Western Germany was probably 
greater, as I sense it, than probably in any other country, as I think 
of industrial centers like Munich, W urttemberg, the Rhur area, they 
had a tremendous problem of overcoming the effects of the struggle. 
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Secondly, they had inmigration of a great number of refugees so 
that they had a population increase, and third, they lost their pro- 
ductive agricultural land in Eastern Germany so that it did impair 
their capacity to subsist themselves. 

Now then, under those handicaps they made what the team called 
a dramatic recovery. I am wondering what your estimate is of the 
actual cooperation in other countries compared with that of Western 
Germany in getting on their feet; as you well know, there has been 
a good deal of hostility in the country, thinking first of all there was 
not cooperation, thinking there was some malingering in other coun- 
tries, that they were developing something of a mendicant complex 
and were only too glad to depend on whatever might flow out of the 
Treasury of the United States. 

I think you probably have had a chance to assess that matter 
| would be glad to hear your comment. 


GERMAN ECONOMIC RECOVERY 


Secretary Duties. The Germans have made a very remarkable 
economic recovery and what they have done is a very great tribute 
to their quality of courage and hard work. I would say that Ger- 
many up to the present time has one advantage which compensates 
for the destruction, which is they do not maintain any military 
establishment. They are forbidden to do so. Whereas, in the case 
of France, approximately 20 percent of the national Income goes to 
military expenses; there is no comparable percentage at all in the 
case of Germany. Now, if Germany were admitted to the EDC and 
began to build a military establishment, that would subtract a very 
considerable amount from what now goes into the purely economic 
development of Germany. 

Senator Corpon. Mr. Secretary, may I ask you to repeat that per- 
centage of national income in France that goes to military? 

Secretary Dutxes. I think I said 20 percent of the national income. 
| meant to say 20 percent of the budget. 


COMPARISON OF MILITARY BUDGETS 


Senator Roserrson. The amount in our country that goes out of 
our budget in military expenditures is the largest in the world. 

Secretary Duties. I think of our budget, it is much the largest 
percentage. 

Senator MaGnuson. Sixty-two percent of ours. 

Secretary Duties. That chart | think gives the answer. In the 
case of France it is 11 percent of the gross income. 
Senator Maybank. What does national product mean? 
Secretary Duties. That is the goods that they produce, the whole 
ition produces at the current market prices. 
Senator ELLENDER. Does that include military materiel? 
Secretary Duties. Yes. 
Senator ELLenpeR. And when you compare with us you also take 
into consideration the gross materiel we produce? 

Secretary Dutuss. | think so. 

Senator Ferauson. Does it include services? 

Secretary Duties. Yes. 
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Senator Corpon. According to that chart, Mr. Secretary, they 
are spending 11.1 percent of their gross national product as against 
14 percent spent in the United States. 

Secretary Duties. Yes. 

Senator Corpon. And 12 percent spent in the United Kingdom, 
9 percent in— 

Secretary Duties. That is the total of all of the NATO countries 
plus Germany. 

Senator Corpon. 8.6 percent in Germany and 5.7 percent in Italy 
with the total percentage of the Europe NATO countries being 19.4 
to 14 in the United States. 

Secretary Duties. Yes. 

Chairman BripGces. Mr. Stassen, can we have a copy of this chart 
for the record? Do you have it in small form? 

Mr. Strassen. Yes. 

(The chart referred to follows:) 
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Chairman BripGes. Mr. Secretary, there was a question addressed 
to you on the budget percentages. Do you have the comparable 
figures? 

FRENCH MILITARY BUDGET 


Secretary Duties. Yes. In France it is 40 percent of the budget, 
the central government. Do you want it for other countries? 
Chairman Brinces. Will you present for the record, then, the 
percentage of the Federal budget of the central government that goes 
into defense activities? 
Senator ELLenper. For each country of Western Europe. 
Chairman BripcGes. Yes. 


a ; : 
(The information referred to follows :) : 
Defense expenditures as percentage of total central government expenditures 
[Millions of United States dollars] 
United States fiscal year 1952 United States fiscal year 1953 
Cx 
mantry Defense Total | Defense ‘Total 
expendi- expendi- Percent | expendi expendi- Percent 
tures tures tures tures 

Belgium-Lurembourg 355 1, 904 18.6 469 1, 990 23.5 
Denmark 8S 491 | 17.9 131 54l | 24.0 
France 3, 220 9, 529 | 33.8 | 4, 007 10, 670 37.5 
Creece 24 541 | 37.7 | 206 528 | 39.0 
Italy SON 3, 400 23.7 962 3, 65) 26.3 
Netherlands 310 1, 448 21.4 373 1, 602 23.3 
Norway .. 06 44 19.8 142 536 | 26.5 
Portugal 50 185 27.0 71 200 | 35.5 
lurkey 278 666 41.7 291 714 | 40.7 
United Kingdom 4,004 12, 990 31.5 5, 107 13, 722 37.2 
Germany (West) ! 1, 992 7, 855 25.3 1, 952 7, 961 24.5 
Yugoslavia 624 801 | 77.9 600 754 79.5 

} 65.5 7 


United States 43, 375 66, 145 49, 000 274, 508 65.7 i 


Defense expenditure mostly occupation cost. 
Preliminary data according to January 1953 budget. 


Senator Fereuson. Might I inquire whether this United States 
expenditure includes atomic energy? 

Secretary Duxves. | think only the portion of it that is represented 
by defense purposes. 

Chairman Brivces. That is most of it, is it not? 

Secretary Duties. Yes. 

Senator Ferauson. Now, is the amount that we contribute in 
foreign aid in this percentage? 

Secretary Duties. The amount contributed for mutual security. 

Senator Fercuson. You changed the word, is that it? 

Senator MaGnuson. We appropriate separate amounts. We just 
got through doing it day before yesterday. Our figures I know by 
heart. They run over 70 percent of our budget, not including atomic 
energy. 

Senator Ferguson. That is why I have been asking these questions, 
whether or not we have all items of our defense in this 14 percent. 

Does that include actually all of our expenditures for defense, which 
includes foreign aid, atomic energy? 

Secretary Duties. I think it does, but I am not responsible for 
the persons who prepared the chart. I do not know if they are here 
or not. 
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Senator Dirksen. Mr. Secretary, I would like to get back to my 
question. What I was getting at is this, the mutual dimensions of this 
program. 

LOCAL CRITICISM OF PROGRAM 


Now, you are aware of the fact there is a great deal of criticism in 
our own country, which is to say there is a school of thought that wants 
the program discontinued and at once in all phases. Doubtless you 
have taken account of the statements made in the House and Senate 
that the program should not run beyond June 30, 1954. In that, of 
course, there is taken into account the fact that industrial production 
is up, but there has been a general feeling that the willingness and the 
effort at productivity in other countries has not been quite what we 
expected; that it has therefore impaired somewhat the mutual charac- 
ter of the program and that we ought to cut it off. 

In your prepared statement you say that the peace offensive pres- 
ently in being is not a change in basic concept by the Soviets but 
rather a shift in tactics and that there is no foreseeable end to the 
Communist threat, which would be another way of saying that this 
program would have to go along for a good many years to come. 
| would interpret that language that way. 


FUTURE OF PROGRAM 


Now, what is your notion about the future of this program, let us 
say beyond June 30, 1954? Do you want to comment on that matter 
in the meeting here? 

Secretary Duties. Yes; I will be very happy to, Senator Dirksen, 

I do not believe that there should be what you might call a foreign- 
aid program carried on. I do not think that this program is to any 
appreciable degree a foreign-aid program. If you ask me how long 
it is going to be advantageous to the United States to have allies 
and to some extent to enjoy the protection of a military force to 
which we and they both contribute, I would say it will be advanta- 
geous to the United States to have that kind of arrangement for a 
very long time, perhaps indefinitely. The whole concept of security 
is changing. As you know, there used to be a time when everybody 
looked out for his own security. He had a revolver in his home. 
He had a fire extinguisher apparatus in his home and he took care 
of himself. The cost of that began to be prohibitive. It was far 
cheaper to have everybody make a small contribution to a common 
protective source rather than each fellow try to do it alone. 

I believe internationally it will prove to be advantageous to have 
a common police force. I believe it will be for a long time advanta- 
geous to have a force which will make it unlikely at least that the 
Soviet Union can take the industrial complex and resources of Western 
Europe and use them against us. If we have to do that alone or 
have to develop compensatory protections of our own, the cost will 
be very much greater than if we try to do it on a combined basis 
as this proposes. 

This in my opinion really is part of our defense program. It is not 
a foreign-aid program at all. That is a misnomer which does not 
technically appear. It is a name which has been attached to the bill 
It is really a portion of the defense program of the United States 
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As such, I think it will probably prove likely for a considerable time 
that it is advantageous, as I say, to have some common resources. 

On this whole problem of our bases, which I would rather go into 
in executive session, illustrate very well what I mean in terms of our 
getting security through cooperation to a far greater extent and a 
greatly cheaper extent than if we try to do it all alone. 

Senator McCarran. Mr. Dulles, the economic stability of the 
United States is all important to this program, is it not? 

Secretary Duties. Yes, sir. 


NATIONAL DEBT 


Senator McCarran. Today our national debt is $266,288 million 
plus. The program that we have carried out or have been trying to 
carry out has built Europe from a minus to 148 percent. Now, one 
of the aims of our common enemy is to destroy the economic stability 
of the capitalistic state. That is correct, is it not? 

Secretary Duties. Yes, sir. 

Senator McCarran. With this program, these figures that I have 
given you, we have missed balancing our budget by $9 billion this year. 
We probably will meet the same condition beyond the coming year. 
How long can this program go?—and isn’t the mutuality of it, that 
you speak of so highly, rather nebulous? 

Secretary Duturs. I do not think that the mutuality of it is 
nebulous. I would hope, as we hoped, that we could get greater and 
more effective contributions from others, but certainly their contribu- 
tions have been by no means negligible, and they constitute a very 
genuine asset in our total defense programs. 


TOTAL UNITED STATES DIVISIONS IN BUROPE 


Senator McCarran. How many divisions have we in Europe now? 
Is it fair to ask that in open session? 

Secretary Duties. I cannot answer, but I will have to get advice 
whether I can answer that in open session or not. 

There are six divisions. 

Senator McCarran. They are located where, Germany principally? 

Secretary Duties. Principally in Germany; yes. 

Senator McCarran. How many divisions has France? Let us put 
it another way on a broader basis: How many divisions have any of 
the countries of Europe or all of them together? 

Secretary Duties. The total goal for that 

Senator McCarran. | am not talking about the goal; I am talking 
now 

Secretary Duties. I was going to say that was approximately 
reached; I did not want to be more specific than that. [Continu- 
ing:] Was 50 divisions. 

Senator McCarran. That was the goal? 

Secretary Duties. Which was approximately reached. I do not 
want to be more precise. 

Senator McCarran. Fifty divisions in these countries of Europe 
now not inclusive of ours? 

Secretary Duties. That ineludes our six. 

Senator McCarran. That includes our six? 
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Secretary Duties. Yes. 

Senator McCarran. Does that exist at this time? Is that the 
status of the armed forces in Europe at this time? Is that the real 
status of the armed forces in free Europe at this time? 

Secretary Duties. There are approximately 50 divisions in what 
you might call continental Europe; there are an additional 30 divisions 
in Greece and Turkey, or a total of 80 altogether under NATO. 


NECHSSITY FOR ORGANIZATION OF FORCES 


Senator Rosurtrson. Mr. Secretary, when I visited NATO head- 
quarters last September, they admitted the early necessity for the 
organization of forces of the European Defense Community and ex- 
pressed great optimism that they would have substantial contribution 
to propose in that calendar year. We are nearly a year from there, 
and the only one of the six who has voted to come in is Germany. 

Now I fully endorse the proposal. The fire department is a much 
better way to fight a fire than for each individual to try to assume the 
responsibility for any fire that might break out in his own office. The 
community of effort is far superior, cheaper, and better than anything 
else. I realize that we need the manpower and the cooperation of 
military forces on the Continent of western Europe. But since we 
have a voluntary fire department, of which six have agreed to volun- 
teer, and you put the fire engine in and hose and hook and ladder, and 
you ‘have one to say, when the fire bell rings, ‘I will go,”’ and the others 
say, ‘We don’t know whether we will go or not,” that will not be much 
of a fire department. 

I am just wondering how long do you think we should continue to 
build up the military strength of these other five nations when they 
will not agree definitely to come into joint command and move their 
forces up to the line in Germany where the fighting will start if the 
war commences. How long should we pour out money to build them 
up when they refuse to say what they are going to do? 

Senator McCarran. Before the Secretary answers that, I would 
like to ask one more question along that line. 

Senator Robertson. You will not forget my question, will you? 

Secretary Duties. No; I will not forget it. I have thought about 
it too long. 

SLAV AND TURKISH DIVISIONS 


Senator McCarran. Does the number of divisions you gave me in 
answer to the last question include the Slav and Turkish divisions? 

Secretary Duties. The 80 divisions include Greece and Turkey, 
not Yugoslavia. 

Senator Frerauson. 80 divisions? 

Secretary Duuuss. Yes. 

Senator Ferauson. Is that actually or on paper? 

Secretary Dutuss. That is actual. 

Senator McCarran. That is 80 divisions actually in existence? 

Secretary Duties. Yes. That is approximately 50 on what you 
might call continental Europe, the NATO countries of continental 
Europe, and approximately 30 in Greece and Turkey. 

Senator ELLENpDeER. All equipped and ready to go? 
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Secretary Duties. There are differences of opinion on when another 
division is in complete state of readiness. By our standards we would 
not rate them as all in first-class condition. But our standards are 
particularly high and many divisions and men fight and fight very 
effectively with far less preparation and equipment than American 
soldiers do. 

KOREAN DIVISIONS 


Senator Ferauson. That is true today in the Korean war, is it not? 

Secretary Duties. Very much so. The cost of a Korean division, 
the equipment of a Korean division and the Nationalist forces on For- 
mosa, the type of equipment that they are accustomed to, enables 
them to be effective with far less than what we would apply to the 
standards of our forces. 

Senator Ferauson. Are they equipped according to standards of 
the country they are in, fully equipped? 

Secretary Dutixs. Governor Stassen reminds me that General 
Gruenther will be here on Wednesday and he is infinitely more quali- 
fied than I am to go into details of the state of readiness of the divisions 
in Europe. I would much prefer to ask you to get that information 
from him, if you would. 

Senator Rospertrson. Mr. Chairman, I would like to finish my 
question and then two brief questions and then I am through for the 
day. 

Now, will you let me have the answer to my question? 

Secretary Dutuxzs. I am tempted to answer you with a little speech 
because the point you make is very close to my heart. 


REBUILDING OF EUROPE 


I remember back in September 1940, before we were actually in the 
war, although the World War itself had begun, I wrote and said at 
that time that it would mark a complete bankruptcy of statesmanship 
if after this war we could not rebuild Europe as less of a fire hazard 
than it has been over the preceding generations. I said Europe is the 
world’s worst fire hazard; it re peatedly catches fire, burns down, kills 
its inhabitants and those who come to help put out the fire. I said 
surely statesmanship after the war could do something better than 
that. I believe that an organic unification of at least the Continent of 
Europe is the greatest single peace objective that there is. And I 
may say that the views that I hold in that respect are shared and plus 
some I think by President Eisenhower, who has been one of the most 
effective advocates of that that the world has known. 


EUROPEAN DEFENSE COMMUNITY TREATIES 


We have advanced that project—when I say ‘“‘we’’ I am not just 
referring to the United States, I am referring to the countries them- 
selves —to a point where it was very close on the eve of consumation. 
As you know, the European defense community treaties were signed a 
year ago last May. They were brought before the parliaments of all 
of the countries, partly as a result of the interest which we took in the 
matter and the trip which Mr. Stassen and I took to Europe at the end 
of January and the first of February of this year. That was almost 
the first thing we did. 
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Nine days after I took office I went to Europe to try to promote this 
concept. It is so near consummation that the Soviet Union in an 
effort to prevent it has made a very revolutionary change of its tactics 
in Europe, trying to dissipate the fear which is always a great stim- 
ulant to the unification of nations. When our own colonies came 
together, they came together very largely because they were afraid 
of the great empires of that day, the British Empire, the French 
Empire, and the Spanish Empire, That fear is generally an ingredient 
in such an action. Because it was on the point of consummation, 
the Soviet in my opinion have changed their tactics and are trying 
to pretend now there is nothing to fear. That shift of tactics is 
having a certain influence. In my opinion it will not have a decisive 
influence because the reasons for it are so compelling. The ending 
of the antagonisms of the last two centuries between France and 
Germany which have produced some wars is an end which the people 
of France and Germany realize is so important. I would say the 
shift in Soviet tactics probably means we will encounter some fur- 
ther delay. That delay is as distressing to me and to you and to 
the lovers and devotees of unity, of which there are great figures, 
people like Adenauer, deGasperi, Schuman, Pleven, and so forth, 
Monnet, none of us like that delay. In my own opinion it is only a 
delay if we deal with it properly and that will I hope be one of the 
subjects which will be dealt with by our foreign ministers conference 
which begins tomorrow. 

Senator Rosertrson. Mr. Secretary, | realize that those treaties 
have not had a great deal of time since last May, but a political 
conference was held. 

Secretary Duties. A year ago the treaty was agreed to. 

Senator Rosertson. Prec eding that they met at Lisbon, represent- 
atives of those nations agreed to the program and then the treaties 
were signed. Since that time only Germany has ratified it. 


EFFECT OF LOSS OF EUROPE TO COMMUNISTS 


Now, I fully agree with you that the loss of much of Europe to the 
Communists would be tragic in its consequences for us and what is 
left of the free world. My chief concern is, how can we best prevent 
it? We have our troops now in 49 countries and that is spreading 
them pretty thin. We know that the British are coming across. We 
know the situation in Norway, in Germany, in Yugoslavia, in Greece, 
and in Turkey, covering 1,000 miles of the Iron Curtain from one end 
to the other. I was just wondering if these other nations delay 
indefinitely while we pour our military resources out to them, if it 
might not be wiser for us to give some consideration to putting more 
of our strength behind that actual line and behind nations that have 
already demonstrated a willingness to do their full part. 

Now, of course France is not going to agree to that. 

Secretary Duties. Of course, it is our decision as to what we do 
for our own security. 

Senator Ropertson. We have come to the point where the burden 
of the world defense program is so great and our inability to do 
everything all over the world is so impossible that we have got to 
center in the final analysis on what is the most effective use of the 
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funds we have available consistently, as you have frequently said, 


with maintaining a sound economy at home. 
Secretary Duuuxs. Yes, sir; I agree with you. 


FRENCH OBJECTIONS TO REARMING WESTERN EUROPE 


Senator Roperrson. Don’t you think we would be well advised 
to center some attention now on Western Germany? 

Secretary Duties. We have not wholly ignored that possibility, 
sir. 

Senator Roperrson. I realize that, but you have not centered it, 
I know you have France bucking every time anybody says, ‘Well, 
let us build up Germany,” and they say, “We can’t trust Germans.” 

Secretary Duties. We not only have the problem of France, but 
I think that Chancellor Adenauer has frequently said that he would 
rzreatly deplore the rearmament of Germany as a national state 
Canaan he believes that will start again the old cycle of European 
wars and that he wants to see a unification in Europe before there 
is a national rearmament of Germany. 


TOTAL NATIONAL PRODUCT 


Senator Roserrson. Just one other question. Isn’t your chart on 
the total national product synonymous with the total produced income 
of the Nation? 

Secretary Dutuns. I do not know what the answer to that is 
These being economic terms about total national income, they are 
to me very “elusive because there are so many ways of figuring them, 

Senator Rosurrson. I never heard of any distinction between the 
way you value what you are producing and the way you value the 
total produced income. You do not put it in bales of feed and bales 
of cotton; you put it in dollars. 

Secretary Duties. If I give you $100 and you give me $100, does 
that produce $200 of national income? 

Senator Roperrson. No. 

Secretary Duties. That is the type of question you get into. 

Senator Rospertson. If I circumvent you, won’t you be circum- 
vented? I just want to point out that your charts fail to take into 
consideration that interest on our national debt is part of the produced 
national income of this Nation and amounts to more than the total 
budget in France. That is part of your chart with which you compare 
what they are doing over there and that is the interest that the coupon 
holders draw on the bonds of the governments and that is the part 
of the income of this Nation, over $6 billion a year. 

Secretary Duuues. I will try to arrange, sir, that when the charts 
are put in the record they will be put in with a full explanation which 
will give the answer to your question. 


ARAB STATES AND ISRAEL 


Senator Savronstauy. Mr. Secretary, I would like to ask you one 
or two questions on a little different line. I have had several delega- 
tions come in to see me relative to the aid to the Near East, including 
the State of Israel, and the Arab States. As I see it, from reading 
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Mr. Stassen’s chart, last year there was $194 million given to the 
Near East, of which $140 million was given to Arab States, including 
Iran; United Nations Relief and Works Agency in Palestine, $30 
million; dependent overseas territories, $24 million. On page 24 
of your statement in the fourth paragraph you discuss the single- 
package program. ‘This year there is $194 million given without any 
breakdown, Could you describe a little bit more what you mean by, 
“Because of the nature of the problems in this region, the program 
must necessarily place greater emphasis on technical assistance 
and economic aid.”’ and then in the next paragraph you state, ‘Limited 
military assistance.”’ 

In other words, can you describe a little what you are going to do 
in the Arab States and Israel and the problems down there that 
include the refugee problem, and so on? 


REFUGER PROBLEM 


Secretary Dutums. Yes, sir. Many troubles and dangers in that 
area revolve around the refugee problem which is a very sore spot, 
which creates a high degree of tension in that area and means that 
such and facilities and equipment, and so forth, as those nations 
possess is more apt to be used perhaps against each other than in the 
common interest of creating a strong area there of defense against 
communism and defense of the natural resources, including oil, and 
so forth. 

Now, the problem of dealing with the refugees is, it seems to me, 
very largely a problem of creating greater facilities for their living and 
producing more cultivatable lands. The land looks big on a map, 
but the area in which the people can live is very, very small and also 
the conditions under which they live are extremely bad—so bad, 
indeed, that even the refugees are looked upon by some as a favored 
class because at least they are assured of a supply of meager rations 
and water each day. 

Now, I do not think it is practical to send all these refugees back to 
Israel. Perhaps a few of them can be absorbed back in Israel. But 
the solution is not to find a place to put them on the land which can 
now be inhabited because that land is already inhabited to the very 
maximum possibility. You have to create some more land. That 
in turn requires some irrigation projects. 


DEVELOPMENT OF THE YARMUK AND UPPER JORDAN 


In my opinion, the development of the Yarmuk and the upper 
Jordan to divert the waters so that they flow through the Jordan 
Valley area will create conditions under which these refugees can exist 
there. That will then tend to wipe out this sore spot, permit the con- 
solidation of that area into an area which can be dependable as an 
area of resistance to communism, whereas at the present time it is 
extremely vulnerable to Communist propaganda which capitalizes 
upon the distress and misery and emotional strain that is created by 
the present refugee problem. 

Does that answer you at all? 

Senator SaLTonsTAuu. In other words, what you are trying to do 
there with $194 million is to make the country, build up the country 
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so that there will be more room for more people and thus take care of 
some of the problems down there, the refugee problems? 

Secretary Duties. Yes. 

Let me emphasize again that we are doing that not merely out of 
humanitarian sentiment, although that is a very proper and legitimate 
sentiment and no one can see those refugee camps without feeling a 
deep sense of sympathy for the inhabitants of them, but that entire 
area of the Near East has been very badly neglected. It is rife at the 
present time with anti-British, anti-American, anti-French, feeling. 
Communism is making great strides in that area and if you want to 
look at it only from the standpoint of a purely material consideration, 
it is of the utmost importance to recall that it does represent the great 
bulk of the world’s known oil supply, the shift of which away from 
the availability to ourselves and Europe and our Military Establish- 
ment there and making it available to our potential enemies would be 
a very serious shift of assets in the total balance sheet of the world, 


ECONOMIC AID TO ISRAEL 


Senator SavronstauLn. Will any of this money, when it is made 
available, be used for the economic aid of Israel, the State of Israel? 
That is an entirely different problem, is it not? 

Secretary Duis. Some of this will be probably used for economic 
aid, although what form it will take I am not sure. It may go, for 
instance, to contribute to such a project as this upper Jordan and 
Yarmuk water developments which will partly help Israel, partly 
help Jordan. ‘There are funds already available to do part of that 
project in the funds available to the United Nations organization 
which was set up for relief and rehabilitation in that area. But what 
has been discovered there is that there is no relief of the problem 
merely by supplying a ration of food and water to these people in the 
camps. ‘The problem is not solved in that way. So on that basis 
the problem will always be with us and a problem which will constantly 
keep alive the tension between Israel and the Arabs, which in turn 
creates a very great danger for us. 

Senator SaLronsTaLL. Do you think that that situation down there 
has improved in the last year or so? 

Secretary Duties. Has the condition improved in the last year 
or so? 

Senator SALTONSTALL. Yes. 

Secretary Duties. It has improved somewhat. There are some 
pretty good developments going on in Iraq and Lebanon. I would 
not say of course there has been considerable improvement in the 
conditions in Israel, although that has been diluted by the increased 
immigration that has come into Israel. The situation in Jordan is 
about the same as it was, Egypt about the same as it was, Arabia 
about the same as it was. 

Senator Frerauson. I want to ask a question as a result of one of 
your answers. 

Do I understand part of the aid, particularly in the Near East, is 
made for the purpose of permitting these people to fight communism 
in their homeland? 

Secretary Duties. It is designed to make them more resistant to 
communism. 








‘ 
j 
4 
j 
{ 


ntia 


4 
4 
1 


MUTUAL SECURITY APPROPRIATIONS, 1954 101 


DETERMINATION OF AMOUNT OF AID 


Senator Feravuson. Now, do we place on the amount of aid that 
we give a determination that they are agianst communism or are not 
against communism? ‘The reason I ask is that I saw in the press a 
purported note to Iran. I do not know whether you have covered 
that today or not. 

Secretary Duties. No. 

Senator Ferauson. Which indicated that our foreign aid would be 
determined by the treatment that was accorded to the Communist 
Party of Lran. Was that an accurate description of that note? 

Secretary Dunuxs. Partially so. The note was primarily designed 
to indicate that in view of the nationalization of the oil refinery there 
and the failure to reach an agreement as to reasonable compensation, 
that the United States did not feel disposed to give aid which would 
assist in the utilization of the nationalized and unpaid for properties 
by the Government of Iran. 

Now, it did not indicate that all aid would be cut off of a different 
character such as our technical assistance program, which is doing a 
very good job there in helping the rural people to fight pests, and so 
forth. and is holding down undoubtedly the influence of the Commu- 
nist Tudeh Party there. The note did express, | believe, some con- 
cern over the activities of the Tudeh Party. 

Senator Frrauson. Do we ask from people who get aid that they 
at least believe in the philosophy that communism is not the proper 
form of government? 


ARAB COUNTRIES RESISTANCE TO COMMUNISM 


Secretary Duties. We do not really have to ask that question 
because most of these people are pretty devout Moslems. I am talking 
now about the Arab countries and Pakistan and Turkey. They are 
in the main pretty devout Moslems and as such they are very antago- 
nistic to the basic philisophy of communism. Therefore, they are 
naturally resistant to communism, The thing which exposes them to 
communism is a sense of such frustration, of hatred and bitterness 
toward each other, toward foreigners, toward Isralei, and so forth, that 
they say, “ Well, we will take this, we don’t like it, but it may be a way 
of getting rid of some other things that we don’t like as much.” 

Sanator Ferauson. Is it not their desire to get away from colonial- 
ism, their feeling against all foreigners is the fear of colonialism? 

Secretary Duties. Yes, in those Arab countries there are two senti- 
ments. One is anticolonial sentiment. The other is the anti-Israel 
sentiment. That varies in different countries. The countries that 
are very close to Israel and who have refugee problems feel very 
bitterly on that score. 


EGYPTIAN ANTICOLONIALISM 


In Egypt there is a very strong sense of anticolonialism because of 
the British position in the Suez. 

In Lebanon and Syria, which were formerly under French domina- 
tion, there is no French domination left there but there is a very strong 
feeling of sympathy toward the peoples of north Africa who they feel 
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are trying to liberate themselves as they were liberated from the 
French. So that feeling of anticolonialism is found throughout a good 
bit of that country. 

Senator Fereuson. Do you think we will ever be able to solve this 
problem with these people who have this feeling toward colonialism, 
and that extends on down into Indochina, without getting some 
understanding that colonialism is going to fade out of the picture? 

Secretary Duuuns. I think that colonialism will have to fade out 
of the picture. The influence of the United States is certainly exerted 
in that direction and there were some very encouraging steps taken 
by the French just 2 or 3 days ago with reference to Indochina. The 
greatest obstacle today to the rapid grant of self-government to the 
colonial peoples is that Soviet communism avowedly uses the slogan 
of nationalism as a weapon. That is its chief weapon, I would say. 
If vou read, as I have read, so much the writings of Stalin, his book 
on the problems of Leninism and his chapter on nationalism, you 
will see that he describes nationalism as a means whereby they get 
these people to break their ties with the West and then fall into this 
Communist basket. So the problem is complicated. If there were 
no Communist threat in the world, certainly liberation of the remain- 
ing people would come about much more rapidly. 

Senator Frravson. Isn’t it the claim of the people in Indochina 
that we do support colonialism and invite criticism, part*cularly all 
over Asia, by what we are doing as far as the French are concerned 
in Indochina? 

Secretary Duties. There is some feeling to that extent; yes. 

Senator Ferauson. Do you think there is any way to avoid that? 

Secretary Duties. Yes; [ think there is. 

Senator Fercuson. Are we stressing the method of avoiding that 
particular feeling on the question of colonialism? 

Secretary Duties. We are. 


IRAN 


Senator Ferauson. Going back to Iran, is there any evidence that 
the present Mossadegh government is friendly and, as we would say, 
playing with the Communists, with Russia? 

Secretary Duties. No; there is no substantial evidence to that 
effect at the present time. There are times when it seems as though 
there were some association perhaps and reliance on political strength, 
on some elements of the Tudeh Party. But on the whole, I would 
say that the Moslem spirit of antipathy to the Communists is still 
prevalent in that country. 

Senator Fereuson. Have you had any reply to your message to 
the Iranian Government or any indication as to how they felt about 
the note? 

Secretary Duturs. No. 

Senator Frrcuson. Could that note be based on this philosophy, 
that if the Government has assets, if they have a means by which 
they can support themselves and their Government, that they cer- 
tainly should use their own means rather than to expect the tax- 
payers’ aid from America? 

Secretary Duties. Certainly that is one aspect of the matter. 

Senator Frreuson. Is that going to be an underlying principle of 
our foreign policy, where people have assets as the Iranians have, 
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that they be expected to use them before taxpayers are required to 
give them American dollars? 

Secretary Dutizs. I would not want to press any theory to such 
a point that in the end we ourselves were serious losers from it. I 
would not want to apply rigidly that theory to Iran if we felt the 
consequence of it practically—I am not saying whether it should 
be or not be—but practically the consequence of it would be that 
the oil resources and oil refineries would pass into unfriendly hands. 

Senator Fereuson. I do not mean that is the whole underlying 
principle, but isn’t it an underlying principle that those who desire 
aid should aid themselves as much as possible? 

Secretary Dutuss. Yes, sir. 

Senator Fercuson. That would be true from a military standpoint 
as well as in civil life? 

Secretary Duties. Yes, sir. 

Chairman Brinvges. Mr. Secretary, I have just a question or two. 


EUROPEAN DEFENSE PACT 


Is it true that the European defense pact, which was agreed to by 
the various ministers of the countries involved, has not been ratified 
by a single member to date? 

Secretary Dutuns. It has received parliamentary approval in 
Germany. And there is a slight qualification due there because 
there is a constitutional question. Ultimately the matter will have 
to be passed upon by the German Supreme Court, but the two 
legislative branches have acted. 

Chairman Briness. Is it your opinion as Secretary of State that 
we can hope that the European defense community pact will even- 
tually be ratified? 

Secretary Duis. Yes, sir. I made, while you were out of the 
room, a fairly full statement on that point, indicating that while it 
was a few weeks ago, I would say, very close to the point of con- 
summation, that the shift in Soviet tactics has occurred for the very 
deliberate purpose of postponing that, and it has at least succeeded 
in postponing it for a time, but I think the postponement will be 
only temporary. 

Chairman Briveers. Secretary Dulles, and Governor Stassen, it is 
understood you are going to furnish us with a complete set of the 
charts which you have shown here and also the debts of all the coun- 
tries involved in the mutual security pact. You are going to furnish 
us the rate of taxation as applied | to the national budget of those 
countries, and also their gross income. In computing the United 
States defense contribution, you will determine not only the money 
appropriated for mutual security but our total contribution for all 
defense purposes, including atomic energy? It is the understanding 
that we will have that at a subsequent meeting? 

Mr. Strassen. That will be furnished. 


REARMAMENT OF JAPAN 


Senator Maanuson. Mr. Dulles, getting back to another part of 
the world, do you care to comment on what progress we are making, 
if any, on the rearmament of Japan? I preface that by saying I 
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assume you agree with me that Japan is probably one of the most 
vital links in this whole question of mutual security. 

Secretary Duties. Yes; Germany in the West and Japan in the 
East are, from a security standpoint, the two key positions in the 
sense that if either was lost it would enormously increase the indus- 
trial and military power of the Soviet Union. Progress is being made 
in Japan. It is being made slowly because of conditions which you 
well know—including a considerable degree of pacifism and the 
provisions in the constitution which are inhibitions. But we believe 
that the Japanese will pass the budget which will bring the so-called 
National Police Reserve, at least it was called that—I think they 
have changed the name now, have they not? 

Senator Magnuson. They still call it that 

Secretary Duties. Up toward what we think might be a good 
ultimate goal of 350,000 men or the equivalent, in our terminology 
of 10 divisions. 

Senator Magnuson. Now, I want to ask this question, too: 


POSSIBLE SOVIET MOVE ON JAPAN 


If a great number of our troops were pulled out of Asia, would you 
agree with me that probably if the Soviets did make a military move, 
they are just as apt to move on Japan first as any other part of the 
world, because of its importance to the whole of Asia? 

Secretary Duties. Yes; I think that is quite a possibility. 

Senator Magnuson. Now, there is an item here for Formosa. I 
do not have the breakdown of the figures, but I know you are familiar 
with them. Is that item the same as was suggested to the Depart- 
ment by Ambassador Rankin after survey was made by both our teams 
over there and the others, or is it lower? 

Secretary Duties. I think it is somewhat lower. I would rather 
not go into the breakdown in this session. 

Senator Magnuson. Now, | have one more question and then I am 
through. 

Is there any substantial difference—and I am speaking only of 
mutual aid, mutual security—is there any substantial difference 
between the program you are suggesting here by way of mutual 
aid and the mutual security to the free world, and the so-called 
Truman-Acheson approac th to the problem? 

Secretary Duties. There is an appreciable difference in my opinion. 
Primarily, let us take up, if you want to, the NATO situation. NATO 
has been operating on the basis of large goals that were sought to be 
very quickly achieved through emergency type operations. When 
Mr. Stassen and I started to look over this situation last January, we 
found that the economies of the countries concerned and probably our 
own country— 

Senator Magnuson. I should have added there the so-called 
Truman-Acheson-Eisenhower approach. 

Secretary Dutuss. I do not think that you can fairly put those three 
names in juxtaposition. 

Senator Maanuson. Well, operating together. I am speaking only 
of mutual aid. 
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REFERENCE TO SPEECH OF GENERAL BISENHOWER 


Secretary Duuuxs. I would like to emphasize the fact that Presi- 
dent Eisenhower, when he was General Eisenhower, made a speech at 
Rome in connection with a meeting of the NATO council which in my 
opinion laid down a sound program for NATO. He said that it is 
necessary to have a program which you can afford economically to 
live with for an indefinite period of time rather than to have a pro- 
gram which is so accelerated for a short time that it leaves you 
exhausted at the end. 

Senator Maanuson. I think those principles were expounded by 
the President in his testimony when he was Chief of NATO before 
this committee and other senatorial committees. 

Secretary Duuuss. Yes, sir. 

Senator Maybank. Will the program be five billion four, Mr. 
Secretary? 

Secretary Duties. You mean this total program? 

Senator MayBank. Total Government program 

Secretary Duuuns. I think that is approximately the figure for this 
year. 

Senator Maauson. I am trying to find out if there is any great 
deal of difference between tuo testimony before this committee a 
year Or 80 ago, the so-called Truman Acheson program, and the 
program you are now submitting. I have his testimony 

Secretary Dutuiys. Some of the answers to that question I would 
not make here, but I will say this to you, that when Secretary Hum 
phrey, Secretary Wilson, Mr. Stassen and | went to the meeting of 
the NATO council last April and we sat down with the French and 
with the British and explained what we had in our minds, they thought 
it was something very, very different. 

Now, | cannot go into details here as to what the difference was, 
but I will say that they felt it was quite different. I believe those 
differences will emerge in the future. 

Senator Maanuson. Of course, I do not want to be misunderstood, 
I am for it, but I do not see much difference 


POSSIBLE REDUCTION IN PROGRAM 


Senator McC.ie ian. I was intrigued by your statement about a 
program that we could live with indefinitely. In view of the fiseal 
situation in this country, do you think we can live with this program 
indefinitely on the basis that you have submitted the request for 
appropriations this year? 

Secretary Duties. No; I believe that the program can be and will 
be somewhat reduced. But I believe that the danger will persist for 
so long that we must have a program that we can afford to live with, 
and | believe that a program of mutual security is a type of program 
that we can live with much longer than we could live with a program 
whereby we try to provide it all ourself. 

Senator McCLe.titan. Now one other question. If my count is 
accurate, in this estimate that has been submitted we propose with 
with this appropriation to provide aid or assistance of one character 
or another to 60 different countries. Is that correct? 

Secretary Duties. Well, if it is in that book, it probably is. 
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Senator McCietian. Well, that is my count; 60 different countries. 

I should like to ask, Mr. Chairman, that the Secretary and the 
Administrator of MSA, during the course of our hearings and delibera- 
tions on this, reexamine it, both with the view of eliminating some 
of these countries where it is not essential to our national security 
that we spend money, eliminating entirely where that is possible and 
practicable without injuring or impairing our security, and reducing 
the amounts that are proposed to be spent in other countries down 
to the minimum consistent with our fiscal situation and what can 
be regarded as a minimum program of assistance to them. And I 
make that request, Mr. Chairman, because of the experience we had 
recently, when the military budget was presented and a difference of 
opinion arose over the amount requested for the Air Force. And by 
making this same request of General Vandenberg, it will be recalled 
that he was able to revise his figures so as to reduce the amount of 
his request and what he considered to be the minimum for our safety 
from $15.1 billion down to a figure that reduced it by $3.6 billion. 

I believe, Mr. Chairman, that a reexamination of this budget by 
the Secretary and by the administrator will produce similar results. 
And I believe those results are absolutely essential, in view of the 
critical, and I say critical, situation we have in this country, of the 
highest taxes we have ever paid, the highest peacetime expenditures 
we have ever made, on the greatest peacetime deficit that we have 
ever had. I hope some effort will be made along that line. 

Chairman Brinces. In view of the request of Senator McClellan, 
if you, Mr. Secretary, and the Administrator, would review the 
proposals having in mind the Senator’s suggestion, the committee 
would be glad to hear you further on that. 

Senator Saltonstall wishes to ask a question. 

Senator SaLronsTaLL. Thank you, Mr. Chairman. 

I would just like to ask you this one question. I have been listening 
here now for about an hour and twenty minutes, and the whole em- 
phasis in your discussion has been based on the most security to us 
at the least possible cost. That cost was put in economics, in dollars. 
It is also true, you want to leave the impression, do you not, that it is 
at the least possible cost to us in our manpower, the use of our boys, 
and to make it possible to keep our boys at home and keep them in 
their ordinary occupations as far as possible? Is that not a fair 
statement? 

TURKISH DIVISIONS 


Secretary Duties. Yes, sir. I spoke—I do not know whether you 
were here or not—about, for instance, the advantage there is to us in 
the overall situation for there to be so many divisions in Turkey. 
This kind of operation that we are envisaging here is insurance against 
war. It is to try to create a deterrent against war. 

I say if you take those divisions out of Turkey, the risk of war is 
very much greater; that it means that if we have a war, American 
boys will have to be equipped, trained, and will have to fight their 
way back perhaps to Turkey at a terrific cost to American life and an 
infinite cost in dollars. 

You can cut this program substantially. I can tell you pretty 
certainly what will happen if you do. It will happen that this entire 
mutual seeurity program will collapse. Each of the countries will 
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say, ‘Well, we will each go it alone.’’ Many of these countries cannot. 
go it alone and will very quickly fall under Soviet communism, And 
then we will come back to you in 2 or 3 years with a proposed budget 
that will make this look like peanuts. 

Senator SaLronstTaLu. And that would also cost the lives of more 
American boys to carry out. 

Secretary Duis. Yes, sir; because it will involve such a shift 
of the balance of power in the world that then the Soviet Union, 
instead of being at a serious disadvantage in terms of a long war, 
will be at an advantage over us; and I believe that they are close 
calculators, that they do not want to have a general war as long as 
we have a very substantial advantage on our side in terms of steel, 
coal, heavy industries, electricity, oil, gasoline, atomic weapons, and 
things of that sort. 

If that is changed, then | believe the risk of war becomes very 
much greater, and the collapse of this program would mean that 
that change would come; that the risk of war would be very much 
greater; and that then to create a deterrent to that war would cost 
expenses many, Many times more than what is here proposed. 

Senator Magnuson. That is what we have been saying here for 
years. 

Secretary Duties. And it may be that it is true. 

Senator Maanuson. It may be. 


ECONOMIES OF PRESENT ADMINISTRATION 


Senator SALTONSTALL. Just one other question. Senator Magnuson 
asked you if there was any program now going on that was not the 
same as the program under the previous administration. Is it not 
true that one great difference is that this program that is now operating 
and beginning to operate will be much more efficient, with much less 
overhead in may sections of the world than in the past administration? 

Secretary Dutuus. We are finding vast areas where we can make 
economies along those lines, Senator Saltonstall. 

Senator MAyBAnK. Is it not a fact that initially programs always 
cost more, that in any program that is commenced there is usually 
waste and extrav agance in the beginning, and that eventually it can 
be cut down, with dollar savings? 

Secretary Duties. That is quite true. Your initial program is apt 
to be more expensive, more extravagant, than after it has been hard- 
ened down. 

Senator DworsHak. | just want to ask the Secretary the question: 

I certainly do not want to believe that you were really contending 
a few minutes ago in answering Senator Saltonstall’s question that 
countries which are either unwilling or unable economically to stand 
on their own feet and defend themselves against Communist aggres- 
sion or the infiltration of Communist iatlowias are worth anything 
to us in mutual defense of the free world. Are you contending that 
countries that are so weak economically and ideologically are vitally 
important in our defense of the free world? Countries that have to 
have crutches from America constantly, or else they have to be 
bribed in some other way, or they will dese rt our standards? Is the 
Secretary creating that depvedent 
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COLLECTIVE DEFENSE 


Secretary Duties. The impression I want to create, Senator, is 
this: That a collective defense is made up not only of the few strong 
but is made up of a combination of weak and strong, who, by being 
together, create a greater total strength than if each of them were 
separate. There are not many people in the world that are as strong 
as the United States is. There are many countries that are weak. 
There are countries whose relative contribution is much less than 
ours. There are countries who would not think it was practical to 
stand out alone if they were left alone. Would you expect countries 
like Norway, countries like Denmark, to fight alone against Soviet 
Russia? Suicide. They will fight, as part of a common group. 
And as part of a common group they will contribute a great deal of 
strength and aid to us in terms of bases, manpower, and so forth. 
To say that you will not have a collective security because some of 
the elements are too weak to fight alone is to throw away assets of 
tremendous potential value. 

Senator DworsHax. But do you contend that you have to per- 
petually reward them for their cooperation as a part of the free 
world’s defense against communism, and that without that incentive 
it is likely that they would become indifferent and nonchalant and 
will stand on the sidelines as neutral nations or probably identify 
themselves with the satellite countries? 

Secretary Duties. I would say that it is quite possible that if a 
country like Denmark were left alone, it would not be very resistant, 
and I would doubt very much, if you had the responsibility for the 
Government of Denmark, that you could advocate for your country 
to carry on a single-handed battle against Soviet communism. Their 
heart is in the right place, but small countries like that do not under- 
take struggles which are hopeless from the beginning. The way in 
which you get strength is to go together. This Union is strong because 
it has together some big States, like New York and California, which 
could do quite a bit alone, and it has some small States in it, too. 
And we do not say that the small States are not valuable to the 
Union because they are small and do not have the strength of some 
of the big States. 

Senator Dworsnak. Is it proper to draw an inference, Mr. Sec- 
retary, from your comments, that we must continue indefinitely to 
provide economic aid for these countries? 

Secretary Duties. No, sir, what I say is that when, by spending a 
doliar abroad, we get more security than by spending it at home, then 
we are foolish to say we will spend it at home because we have a 
prejudice against spending money abroad. 


PERSONNEL REDUCTION 


Senator DworsHak. One other question. Mr. Secretary, have 
you taken any steps, since taking over the duties of your office, to 
materially reduce the tremendous hordes of Federal employees on 
our payrolls abroad? 


Secretary Duuues. Yes, sir. 
Senator Dworsnak. I will not ask you to go into details, but if 
you give us those assurances I shall be very happy, because while 
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I have not been on any inspection trips in Europe in recent years, 
even members of the opposition party in the past few years who have 
made such trips to Europe have commented that civilian payrolls 
could be reduced by almost one-half without impairing in the least the 
service which is being rendered through the various agencies abroad. 

Secretary Dux.uss. I think they “probably can, ‘although not at 
once. You will bear in mind that under the operation of the civil 
service and veterans preference laws, you cannot pick a person to be 
dismissed. You pick somebody to be dismissed, and he then bumps 
somebody else, and he then bumps somebody else. So that if you 
reduce, as we are now planning to do, approximately 20 percent, 
the effect of that is an average displacement of a total of 60 percent. 

Now, you cannot maintain the morale of your organization very 
effectively if within a brief period of time you displace 60 percent 
of your total employees. If we have a more efficient law under which 
to operate, we could produce economies much more rapidly. 


FOREIGN PERSONNEL 


Senator DworsHak. Mr. Secretary, recently I received a letter 
from Mr. Stanley Andrews, as Administrator of the point 4 program, 
in reply to a question I sent him concerning personnel abroad. And 
1 was amazed to note that since February i—that was after you 
assumed your responsibilities—we have sent a total of 48 persons to 
Iran under point 4; not under your program, or MSA, but under the 
point 4 program alone. 

ow, we are talking about taking people off the payroll, and here 
in this instance I have the names of 48 persons who were sent to Lran 
in civilian capacities since February 1 of this year. Do you think 
that is cutting down payrolls? 

Secretary Duties. I did not say, sir, that there were no places 
where we were not increasing. We have increased in a good many 
places, and notably in the Near East, the importance of which has 
become far greater in recent years than it ever was before. 

I would point to you that the State Department maintains embassies 
and foreign missions today in 32 countries more than it had any foreign 
missions in in 1944, 10 years ago. Now, you cannot create new mis- 
sions responsive to the needs of ‘the new countries and so for th, without 
sending some new people out. 

Senator Dworsnak. As of the date when you took over the duties 
of your office, you do believe that there was a surplus of Federal 
civilian employees abroad? 

Secretary Duties. Yes, sir. 

Senator Dworsuakx. And you are making some sincere efforts to 
reduce that payroll? 

Secretary Dutuxs. I surely am. And your chairman and the 
chairman of the House Appropriations Committee are, I think, quite 
familiar with the efforts which we are making in that respect. 

Chairman Bripces. We are cooperating to make that possible 
Senator Ellender. 
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FOREIGN INCREASE IN INDUSTRIAL PRODUCTIONS 


Senator E,Lenper. Mr. Secretary, a while ago I asked you a 
question as to why it is that the countries of Western Europe cannot 
produce more for themselves than they are now producing, since 
their industrial production has increased almost 50 percent over pre- 
war levels. In other words, prior to World War II, these countries 
were able to produce quite a lot for themselves, by way of muni- 
tions, and since 1948, no doubt with the aid we have furnished them, 
they have been able to increase their industrial production by 148 
percent. Now, with such a great increase, with our assistance, why 
is it that we must continue to furnish so much more, or as much 
as we have in the past, toward that end? Can you answer that 
question? 

Secretary Duties. Yes, sir. There is just one reason in the world 
to spend any of this money. I believe, speaking on behalf of a gov- 
ernment, individuals give away money for purely humanitarian 
reasons, as a matter of charity, but 1 think on the whole, except in 
emergency situations, governments have a duty to spend the tax- 
payers’ money only in ways which promote the self-interest, the 
enlightened self-interest, of the country concerned. We have no 
obligation to spend a nickel—— 

Senator ELLenpER. You are missing my point. I am saying: 
Why is it that we must continue to furnish so much more, when 
these countries have increased, taking the case of Denmark, to 162 
percent industrially in contrast to prewar; Belgium, 146 percent; 
the United Kingdom, 141 percent; and the average for all NATO 
countries 145 percent? 

Now, there is painted here a fine picture showing great progress. 
And that is why I supported the Marshall plan, in order to put those 
countries in a position where, if the time ever came when we needed 
them, they would be able to not only fight but to produce materials 
of war. Here we increase their production to the point I have just 
indicated, however, and we still have to pour forth a lot of our own 
money and materials of war. Why is it not possible for them to 
produce more? 

Secretary Duties. Mr. Senator, the word in your sentence which 
I take some exception to 1s when you say that we “‘have’’ to do it. 
We do not have to do it. And in my opinion, we should not do it, 
unless we get value for our money. 

Now, I say that if you can get more security by spending your money 
that way, it issmart todo it. You do not have todo it. If you want 
to, you can spend twice as much here and get half as much. It is up to 
us to decide what to do. But when the military people, the defense 
people, say you can get more in terms of security of the United States 
by spending $2 billion in Europe, than you can by spending $4 billion 
here, then I say that is a bargain. 

Senator ExLeNpER. And you want to do that even though you know 
that the people you are helping to assist could better help themselves? 

Secretary Duties. The only people I am trying to assist are the 
people of the United States of America. And if I can assist the people 
of the United States of America better by so spending the money than 
spending it somewhere else, then I want to do it. 
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Serfator ELLENDER. Even though you feel that deep down in their 
hearts, these people know they can do more for themselves? 

Secretary Dunes. I am trying to do something for the United 
States. 

Senator ELLENpER. So am I. 

Secretary Duties. And if I can get more by spending this money 
there, then I say I am a fool not to spend it there. I am looking out 
for the people of the United States of America. 

Senator ELLeNpeER. | heard that same statement when the Marshall 
plan was first presented to us. We were doing that in order to put 
those people in a position where they could help us militarily in the 
case the worst were to come. Now they are in that position, or they 
should be. Their industrial capacity has been increased 145 percent 
over 1938, and we are still pouring money forth. 

1 am just wondering what will happen if we need their help militarily, 
as was pointed out a while ago, when by your own admission, there 
is only one country, that is, Germany, that has ratified this treaty. 
And that is on a condition, too. 

Secretary Duties. You ask what we have got? We have got a 
military force of 80 divisions in Europe that will fight for us if we are 
attacked, and of those 80 divisions we contribute 6. 

I say if you can get 80 divisions on this basis, it is a lot better and 
a lot cheaper than having to create 80 divisions here at home. 

Senator E:uenper. And with all of that, though, you are willing 
to keep on pouring money and materials of war and e ‘verything else 
out, with the feeling probably, that this treaty will not be ratified? 


EFFECT OF EDC TREATY NONRATIFICATION 


Secretary Dutues. If the EDC treaty is not ratified, I have said in 
the past I think it is necessary to reconsider the military aspect of the 
situation. 

Chairman Brinces. Mr. Secretary, | have been advised that you 
are due at the airport within 30 minutes. 

Therefore, the committee will excuse you now. We probably would 
like you back some time during the course of the hearings. 

| would like to have the members of the committee remain for a 
minute so that we may work out a program. 

Tomorrow morning at 10 o’clock, we are meeting in room 212, in 
the Armed Services Committee room, in the Senate Office Building, 
in a closed session, with Mr. Nash, the Assistant Secretary of Defense, 
at which time we will go into purely security matters. 

Tomorrow afternoon we will have an open session with Secretary 
Humphrey of the Treasury Department. 

(Whereupon, at 4:30 p. m., Thursday, July 9, 1953, the hearing was 
recessed to reconvene at 10 a. m., in room 212, Senate Office Building, 
Friday, July 10, 1953.) 
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FRIDAY, JULY 10, 1953 


Unitep Srares Senate, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met at 10 o’clock a. m., pursuant to call, in room 
212, Senate Office Building, Hon. Styles Bridges (chairman of the 
committee), presiding. 

Present: Chairman Bridges, Senators Cordon, Thye, Smith, 
Dworshak, Hayden, and Robertson. 


MUTUAL SECURITY AGENCY 
DEPARTMENT OF DEFENSE 


STATEMENT OF HON. FRANK C. NASH, ASSISTANT SECRETARY 
OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS, AC- 
COMPANIED BY N. E. HALABY, DEPUTY ASSISTANT SECRETARY 
OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS; ROBERT 
O’HARA, OFFICE OF THE ASSISTANT SECRETARY (COMPTROL- 
LER) DEPARTMENT OF DEFENSE; JOHN MURPHY, COMPTROL- 
LER, OFFICE OF THE DIRECTOR FOR MUTUAL SECURITY, 
AND MAJ. GEN. GEORGE STEWART, DIRECTOR, OFFICE OF 
MILITARY ASSISTANCE 


GENERAL STATEMENT 


Chairman Bripces. The committee will come to order. 

Our witness this morning is Mr. Frank C. Nash, who is Assistant 
Secretary of Defense and who handles the military aspects of the 
mutual security. 

We called this executive session so that the committee may hear, 
without any reservations, all the facts involved in the situation. 

M1. Nash, do you wish to proceed? 

Mr. Nasu. Thank you, Mr. Chairman. 

I would like to say at the outset I appreciate your courtesy and that 
of your committee in letting me appear in executive session, because 
when it gets to the military details of our aid program, it is difficult 
to give a complete answer to questions without getting into an area of 
security. 
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I do not like to give an incomplete answer and I do not like to have 
to beg off on the ground that it is classified. So I do appreciate the 
chance to appear in executive session. 

I would like at the outset to ask the committee’s permission to enter 
for the record extracts from the statement that was made by General 
Ridgway before the authorizing committees and the statement that 
General Bradley prepared for submission to the Appropriation Com- 
mittees. 

(The statement referred to follows: ) 


Following are pertinent comments of Gen. Matthew B. Ridgway, Supreme 
Allied Commander, Europe, Commander in Chief, United States Forces, Europe, 
extracted from his statement in support of MDAP before the House C ommittee 
on Foreign Affairs, May 18, 1953. 

“The Soviet Army mounts 175 army divisions. The Soviet air forces total 
just over 20,000 frontline aircraft, with a large aircraft reserve. The Navy 
me ludes more than 350 submarines of which a number are of the latest type. 

“Thirty Soviet divisions are located in occupied Europe, of which the 22 in 
East Germany constitute an ever-present threat to our forward forces. The 
combat effectiveness of their ground forces is rated high, and their equipment 
good—in some types, excellent. 

“In the air, the Soviets have made significant progress in reequipping their 
forces with high-performance jet aircraft, and increasing overall combat efficiency. 
The Soviets’ well-known disregard for their own casualties further increases their 
offensive capability. 

“During the postwar years, army strength of the captive nations has grown 
from forty-five to seventy-odd divisions. Organization, training, equipment, 
and tactical doctrine are Russian. The threat to peace, inberent in this particular 
development, lies in the av ailability of these forces for use in support of the 
aggressive forei ign policies of the U.S.8. R. These forces have already grown far 
beyond the task of maintaining Communist power in each country. 

“In 1950, military forees available for the defense of Western Europe were 
pitifully weak in numbers and backed by a supply system which was totally 
inadequate. During 1951 there was some increase in strength but not until 
February 1952, at the Lisbon session of the NATO Council, were firm goals set 
for the year. As 1952 ended, the goals were in large part met numerically for air 
forces, naval forces, and for army divisions, though there was a substantial short- 
fall in planned combat effectiveness. 

‘During the last 12 months there has been steady progress. The strength of 
units has increased, training has advanced, and a substantial number of new units 
has been organized. Nevertheless, there still are major deficiencies, for example, 
in support units, logistical establishments, and stocks of ammunition. 

‘Today, as a year ago, airpower is still the weakest link in our defense. Despite 
the substantial gains in numbers of aircraft and trained pilots deriving from the 
United States mutual defense assistance program, our air forces today are still 
inadequate to carry out their assigned tasks. 

“The equipment which the fiscal year 1954 mutual security program will make 
available to NATO forces is not only required by them for the defense of Western 
Europe, but will materially assist their buildup and substantially improve their 
combat capability. 

“Basing my opinion on the progress evident to date, on national military 
planning known to SHAPE, and on the firm and evident intentions of the NATO 
governments, I am confident of the ability of these nations to utilize and maintain 
the equipment included in this program. 

“A German contribution is essential for the defense of the central region of 
Allied Command Europe. The planning of the interim committee of the Hu- 
ropean Defense Community is already advanced to a point where it will not delay 
the creation of German military units following ratification of the treaty. 

“We are also making noteworthy progress in our program of infrastructure, that 
is, of fixed military installations, which includes airfields, signal communications, 
and command headquarters. Both our rate and level of accomplishment have 
increased as a result of experience gained by the military commands, by the 
agencies of NATO, and by the participating nations. More than half of the 
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125 airfields approved through the third annual increment of the program will 
be completed this year. In April 1953 the NATO Council not only completed 
the financing of the fourth annual increment of the infrastructure program, 
which included additional airfields, headquarters, signal communications, and 
pipelines for distribution of jet fuel, but agreed on a long-range program for 1954, 
1955, and 1956. This departure from the previous year-by-year financial approval 
will allow us to improve greatly our construction planning. 

“Tn the present and future strengthening of European defense, United States 
military assistance continues to be of eritical importance. The force goals for 
1953 and 1954 as agreed by the NATO Council at its April meeting provide 
the fundamental basis for development of the NATO military program during 
the next year and a half. 

“Plans exist for the creation of some additional units, but with emphasis 
being given to increasing the combat effectiveness of existing forces. Although 
the military output of European munitions is increasing, it is clear from the 
annual review that for an appreciable time this output will not be sufficient to 
provide the necessary equipment and supplies. The essential elements provided 
for in the mutual security program for the fiscal year 1954—equipment, training, 
offshore procurement and infrastructure—are vital in building up the combat 
effectiveness of the defense forces. 

“In such things as tanks, complicated electronics equipment and aircraft, 
the buildup cannot improve unless it receives the military assistance provided 
by the United States. 

“At the same time it is essential that existing European industrial capacity 
for defense be used to maximum advantage both in national production and 
by the placement of offshore procurement contracts for items required to equip 
the NATO forces. 

“To counter the threat from submarines and mines, we need additional escorts 
and minesweepers. We must increase the Reserves of our land forces, strengthen 
their supply troops, and insure the continuous supply of all our forces. 

“In building our defensive strength, the importance of United States military 
assistance can scarcely be exaggerated. The continuation of this assistance, 
from which we ourselves derive so great a return, is essential to the security of 
the United States as well as to all the NATO nations.” 





STATEMENT OF GENERAL OF THE ARMY Omar N. BrapLey, CHAIRMAN OF THE 
Joint Curers or Starr, ON Fiscat YEAR 1954 Murua. Security ProcRaM 


Mr. Chairman and members of the committee, representing the Joint Chiefs 
of Staff, I confine these remarks to the strictly military portion of the mutual- 
security program. 

(1) As to the military situation in the world, to the best of my knowledge and 
belief, there is no indication of any kind that the Soviet and Soviet-satellite 
military capabilities have diminished in the past year. I know of no intelligence 
which reveals any change of attitude on the part of the Soviet Union or which 
would give us any reason to diminish, or slow down, or stretch out our prepared- 
ness effort. The possibility of war is still with us. The risk continues to be 
great. Both conditions will exist as long as our defenses are relatively weak. 

(2) The military-aid part of the mutual-security program is all-important to 
the collective security of the free world. For several more years our allies— 
which we sorely need right now and in time of war if it oceurs—will not be able 
to mobilize effective ground, naval, or air forces without a strong, continuing 
support, through a program of mutual security. To a large extent out security 
is dependent upon their security. 

(3) The defense-support funds in the present mutual-security program are 
also of tremendous interest to the Joint Chiefs of Staff. We consider them very 
important especially in the NATO countries. These funds—for the long pull— 
are almost as important as the military end items to be supplied. The defense 
support directly assists in the reestablishment of an adequate mobilization base 
and furnishes additional means for self-help among the producing nations. 

(4) In Paris during April 1953, the Military Committee of the North Atlantic 
Treaty Organization acted on the recommendations of the annual review which 
set forth the defense effort being made by all the member nations. This is the 
second annual review we have had. From the two reviews, I am quite convinced 
that the NATO nations are making as great an effort as can be expected of them 
under present conditions. They have pledged themselves to an increase in ground 
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forces and in the number of aircraft they have planned for their own defense. 
I point to this as a sign of the continuing progress of the NATO collective defense 
and the continuing good faith of our allies. In order to more rapidly attain this 
collective defense, we should continue our mutual security program. 

(5) After the fiscal determination is made each year, the Joint Chiefs of Staff 
are then asked to divide it among the 4 titles and among the 3 services. On 
April 29 the Joint Chiefs of Staff received a memorandum from the Acting Secre- 
tary of Defense, Mr. Kyes, giving them the decision as to the amount that the 
Director of Mutual Security would request the Congress to authorize and appro- 
priate for fiscal year 1954 military-assistance activities. The Joint Chiefs of 
Staff were then asked to recommend the distribution between military depart- 
ments and titles of the amount to be available for materiel, and for training 
programs. 

This amount was considerably less than the amount we had contemplated in 
our initial recommendation for the military-assistance portion for the next fiscal 
year. However, I would like to make it clear that the Joint Chiefs of Staff 
support all of this program. From a strictly military viewpoint, we would like 
to have much more to help equip and modernize, and support, and maintain the 
forces our allies can be expected to mobilize. Without our help, their progress 
in attaining military sufficiency would be too slow. 

(6) General Ridgway reports that by and large much progress is being made in 
the state of training and preparedness of the combat units of the NATO nations 
who are receiving this assistance. In addition, our own military assistance 
advisory groups, who are assisting in the training of the Allied forces, are doing an 
excellent job. 

We have been furnishing military assistance long enough now to know that it is 
paving security dividends. I hope that you will continue to give wholehearted 
support to this program. 





STaTEMENT BY FRANK C. Nasu, Assistant SECRETARY OF DEFENSE 
(INTERNATIONAL Security AFrarrs) 


Mr. Chairman and members of the committee, I appreciate this opportunity 
of appearing before your committee to discuss with you the basis upon which the 
President has requested you to appropriate funds for military assistance in fiscal 
year 1954. I will try to show you what has and is being accomplished with the 
moneys appropriated in past years and what we hope to accomplish with the funds 
we are asking you to appropriate this year. 

Last week, I attended a meeting in Frankfurt of the chiefs of our military 
assistance advisory groups and military aid missions in Europe and the Near 
East. Gen. Thomas T. Handy, Deputy United States Commander in Chief in 
Europe, called this meeting to provide a free exchange of information about the 
progress we are making, the problems we are encountering, and the future course 
we should take in the military assistance program for these areas. I believe that 
some of the impressions I gained from this conference may be of interest to the 
members of this committee in considering our request for fiscal year 1954 appro- 
priations for military assistance funds. 

I was particularly impressed with the earnestness of these men, who are closely 
involved in the daily operation of this program, in striving to give the United 
States taxpayer a maximum return on his investment in military equipment and 
services by providing the best possible increase in the defense capability of the 
free world, and thereby to strengthen the security of the United States. They 
are constantly concerned in lightening the load which the United States has been 
carrying in providing vital assistance to our allies. Among their other duties the 
MAAG’s are involved in such things as advising the military authorities of a 
recipient country of suggested changes to tables of organization and equipment 
which it is thought will make for more effective but less costly forces. henever 
possible, they make suggestions which it is hoped will lead to more effective use of 
a country’s own expenditures for defense purposes. Part of their work is to urge 
the country to create all the forces that are required and can be raised and main- 
tained within the economy or, where necessary, to discourage the raising of forces 
which would be beyond the means of the country. By careful inspection and by 
consultation with the country authorities they insure maximum utilization and 
proper maintenance of the equipment furnished under MDAP. They assist in 
planning the most effective use of available manpower. These and many other 
functions mean that by far the most important concern of our mission chiefs is the 
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provision of a maximum of defense with a minimum expenditure of both our 
dollars and the other man’s francs or drachmas or whatever. 

Talking with this group emphasized again to me that this is really a mutual 
effort. From their everyday experiences, MAAG people see and know what our 
allies are doing for themselves. Right now these countries cannot mobilize, 
equip, and train the necessary ground, naval, and air forces without United States 
assistance. They are carrying a large portion of the burden and, almost without 
exception, are eager for the day when they can be militarily self-supporting. 

Also, I was impressed by the widespread conviction among these senior United 
States officers, who are in constant association with those in authority in the 
countries in which they are stationed, that this program is an absolute must in 
the security interests of the United States and that, in spite of many difficulties 
and of some heartbreaking setbacks, we are making real progress in this mutual 
security effort. I would like to quote what I consider a particularly significant 
extract from General Handy’s remarks to the conferees: 

‘All of us here have been and are engaged in military assistance program work, 
In spite of the difficulties and frustrations which are very live and vital matters 
to each of you, I believe we should keep in mind the very great importance of this 
program and the accomplishment of its objectives. We all know the threat con- 
fronting us and that nothing has occurred which has diminished it. We also 
know the great military potential on our side in this part of the world. As I see 
it, the primarv purpose and objective of our program is to develop that potential. 
Except for raising and equipping our own forces, to my mind nothing could be 
more important for the security of the United States. In fact, I know no other 
practical way by which we can make reasonable arrangements to be able to 
meet a very real and present danger to our own country, I believe the record 
shows that the military part of the mutual assistance program-—and that is what 
concerns us—has been, overall, handled very well. The thought I am trving to 
get across is that we are involved in an activity which is indispensable for the 
assurance of the future of our country, and that, for our part, we can rightfully 
feel considerable satisfaction and pride in the way we've done our job.” 

Il came away from this conference more convinced than ever before that the 
Soviet threat is still a very real one, that there is no indication of any change of 
heart in the Kremlin, and that a militarily and economically strong free world is 
the only answer to the Soviet challenge. I am also convinced that in NATO, 
through the combination of United States assistance and the efforts of the other 
member nations, we have created both a military and political strueture which 
already has served as a strong deterrent to Soviet aggression and has greatly 
reduced the threat of Communist domination from within. Current rumblings 
from behind the Iron Curtain are a real tangible evidence that mutual security is 
winning the cold war in Europe. I doubt whether anyone could demonstrate to 
just what degree the growing military strength of Western Kurope contributed to 
these rumblings. I have no doubt, however, that the existence of that strength 
has given great encouragement and perhaps some inspiration to those brave peoples 
who are beginning to fight against the chains of Soviet tyranny. 

Today is just the beginning of the payoff. Much remains to be done before the 
Soviet challenge can be regarded as really checkmated. And here may I emphasize 
that I am speaking not only of Europe and the Near East but of the whole world. 
In my opinion, we are at a most critical period in world history aud much of the 
future depends upon the events of the next year or two. The United States must 
as rapidly as possible complete the delivery of military equipment included in 
programs already financed and in the program represented by the request this 
committee is considering today and the other nations of the world must complete 
their part of the military plans from which those programs were developed. A 
mutual security program for fiscal year 1954 significantly less than that which we 
are asking today might well prove to be that all-important ‘‘straw’’ both from the 
standpoint of actual physical goods needed to do a job and from the standpoint 
of sustaining the psychological impetus needed by the world as a whole. 

Based largely upon the reported unexpended balances for military assistance, 
there has been some criticism of the slowness with which the equipment in that 
program has been delivered. Deliveries were admittedly slow during the early 
stages, but they are now increasing most encouragingly. By the end of May of 
this vear we had delivered $5.7 billion worth of equipment to our allies. During 
the first 11 months of fiscal year 1953 we delivered more equipment than the 
total delivered in the preceding 3 years. And during this fiscal year—viz, fiscal 
year 1954——we expect to do considerably better. In fact, we believe that we will 
deliver equipment valued at well over half the amount of our unexpended balance 
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as of the end of fiscal year 1953. Without question the program is rapidly gaining 
momentum as more and more materiel becomes available from production. 

from that momentum is bound to come the increased security benefits which we 
all are so anxious to see. 

We estimate that at the end of fiscal year 1953 we had about $8.5 billion un- 
expended. Admittedly that is a larger balance than we and everyone else would 
like to see, but it must be borne in mind that every dollar of it represents specific 
items of military equipment which are required by forces either actually in being 
or which we know will be mobilized as of the time the equipment is delivered. 
About $2 billion of that amount is in offshore procurement contracts and the 
remainder is for materiel being procured in the United States. For example, 
orders in the United States and abroad for tanks and other combat vehicles account 
for about $1.2 billion, ammunition for about $2.1 billion, naval vessels for $550 
million, and aircraft and aeronautical equipment for about $2 billion. Many 
smaller items which also take a long time to produce account for the remainder. 

There may also be serious questions raised about the scale of our unobligated 
balance at the end of the fiscal year. We estimate that balance, after deducting 
identifiable savings, to be about $1.5 billion. We are prepared to present wit- 
nesses who will explain, in as much detail as the committee may desire, the areas 
in which this balance exists, the reasons for our inability to obligate these funds, 
and the reasons we feel they must be carried over into fiscal year 1954. Two- 
thirds of this balance, or about $1 billion, is in the nature of a redetermination of 
the proper time for recording an obligation; the remaining $500 million is a real 
carryover, but, in my opinion, is not out of line in an operation of this magnitude. 
The point I would especially like to make is that these unexpended and unobligated 
balances are fully and properly committed to fill demonstrated military needs in 
forces required in the struggle against communism. Those needs will persist 
regardless of bow long it takes to place contracts and deliver equipment. 

Without attempting to speak specifically of all the countries covered by this 
bill, I would like to comment on 3 or 4 areas which | believe warrant your special 
consideration. The first of these is Spain. In view of Spain’s strategic importance 
to the general defense of Western Europe, the United States is interested in 
concluding bilateral arrangements with the Spanish Government which will 
contribute to the strengthening of the common defense against a ssion. 
Following preliminary discussion of what Spain might be willing and able to do 
in this regard, negotiations were opened between the United States and Spanish 
Governments in April of last year, and are now being actively pursued in Madrid 
by both Governments. These negotiations involve the use by the United States 
of Spanish military facilities and in that connection the use of the $125 million 
previously voted by the Congress for economic, technical, and military assistance 
in Spain. Included in our fiscal-year-1954 request is an additional amount for 
military assistance to Spain. No specific commitments of such additional aid 
have been made to the Spanish. I personally believe that there is no investment 
out of the whole military-aid program where we will get more for our money than 
in the funds we are requesting for Spain. 

Our proposed program also includes a modest request for continued military 
assistance to Yugoslavia. Although not a member of the North Atlantic Treaty 
Organization, Yugoslavia can make a substantial contribution to the defense of 
the NATO area and the Near East. Our program there has been in effect for 
about 2 years and is showing satisfactory results. I believe that it is essential to 
continue this program on the scale we propose. 

The Far East is the only area of the world in which Communist aggression at 
the present time takes the form of active military operations. Partly for that 
reason, the proposed military assistance in fiseal year 1954 for this area represents 
about 27 percent of the total global program, which is more than double the pro- 
portion programed for this area in previous years. This apparent major shift in 
emphasis does not represent a lessening of our effort to assist the countries in the 
other areas of the world, but rather indicates the inereasing importance of the 
Far East, the relative size of the task remaining to cate our desired objec- 
tives, and the increasing ability of the nations of the Far East to utilize equipment 
as it becomes available. The proposed program provides for considerable addi- 
tional assistance to the French and Associated States forces fighting in Indochina. 
This assistance we feel to be absolutely essential because should aggression suc- 
ceed in Indochina it would seriously threaten the entire southeast Asian and 
Pacific areas. Increased assistance is also proposed in this wens to further 
strengthen the forces of the Nationalist Government of the —— of China. 
Continued aid is proposed for Thailand and the Philippines. he strategic im- 
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portance of Japan requires no explanation. Until now her defense has been pro- 
vided by United States troops stationed in Japan. With the return of her sover- 
eignty, the eventual withdrawal of these troops becomes desirable and the assump- 
tion by Japan of the responsibility for her own defense becomes essential. A 
start toward equipping of a Japanese national-security force was made during the 
period of occupation. This year for the first time the proposed program contains 
funds for the maintenance of equipment already furnished to this security force 
and for certain additional equipment. I cannot overestimate the importance to 
our own security of the assistance we propose for this entire area of Asia and the 
Pacific. 

It is the carefully considered opinion of the Department of Defense that the 
appropriation which you have been requested to make for fiscal year 1954 for 
mutual security is essential to the security of this country. In the interest of that 
security, I sincerely urge that your committee recommend the appropriation of 
the full amount of funds authorized in the Mutual Security Act of 1953. 

Mr. Nasu. I understand that next week this committee is expecting 
to hear from General Gruenther, who will take over General Ridgway’s 
command tomorrow in Paris, and also from Admiral Radford, who 
will take over from General Bradley next month as Chairman of the 
Joint Chiefs of Staff. 

It struck me that it would be useful to have in this committee’s 
record the views of the Supreme Allied Commander of the European 
Forces, General Ridgway, as the past Commander, and General 
Gruenther’s testimony next week as the new Commander, and 
likewise the former Chairman of the Joint Chiefs of Staff, which 
General Bradley will be after August 15, next, and the new Chairman 
of the Joint Chiefs of Staff, Admiral Radford. 

Senator Rospertson. Do you mean that we should reprint the 
testimony given before the Foreign Relations Committee, or have 
them come before us? 

Mr. Nasu. No; it is just the high spots of General Ridgway’s 
statement and General Bradley’s statement for this committee 
I have them here. 

Senator Roperrson. | ask unanimous consent that the Assistant 
Secretary be permitted to insert this in the record at the conclusion 
of his testimony. I think it will be helpful. 

Chairman BripGes. Without objection, it is so ordered. 

(See pps. 114-115.) 


QUESTION OF NEED OF EMPLOYEES 


Senator Ropertson. Mr. Chairman, before the Secretary begins 
to testify, and so as not to interrupt him while he is testifying, | 
want to put out one suggestion on which I want him to comment. 

Yesterday we learned that the Mutual Security Administration 
has 53,000 employees, and I understand that the overhead is around 
$70 million a year, or more; that, if it follows the pattern of the 
Defense Production Administration, the 1,800 or more who were 
taken up from other departments went into this work at an increased 
salary over what they were getting; and, of course, when they go 
abroad they get 25 percent differential in pay, or something like 
that, and all expenses. 

1 believe it costs to maintain even a county farm agent in India 
$12,500 a year, which makes it a very expensive proposition when 
Governor Stassen told us that this was not a foreign-aid program; 
it is not a giveaway program; it was a mutual-defense program, and 
that very little of the money in it was for rehabilitation—$100 million 
I believe for cotton, wheat, and lard, a little help for the refugees 
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in West Berlin, a little help in Austria, a little help in Greece—but 
primarily a military program. 

Now, if this is a military program as he has explained it to us, and 
it is to be integrated as a part of our overall defense, why cannot the 
Defense Department and the Military E stablishment handle the 
military end of it without having 53,000 employees over and above 
what they have got to do the job? 

I would like you to discuss that. 


SURPLUS FARM PRODUCTS 


I would also like you to discuss why we could not let the Department 
of Agriculture take the responsibility for the point 4 program in 
the East and the Middle East. The Government has $3 billion 
invested in surplus farm products. 

My information yesterday was that that will be $5 billion before the 
end of this calendar year, that it will be $1 billion more than we have 
ever had in that program before, and the President has sent to us a 
recommendation that we authorize him to give surplus food away. 

Then if the President is going to give away, let us say, $3 billion 
worth of food and fiber, we do not need to put any rehabilitation 
money in this particular bill. 

And so far as teaching India, let us say, how to adopt modern agri- 
cultural methods, the Department of Agriculture ought to be able to 
do that for less than $70 million a year. 

They have 75,000 tons of fertilizer piled up in India now, already 
bought and stored, but they cannot get anybody to use it according 
to the plan under which they want it used. 


EFFECTIVENESS OF PROGRAM 


Now we face a serious fiscal situation. I am not critical of Gover- 
nor Stassen, or anybody connected with this program. Congress 
has set it up this way, largely I think because it was a continuation of 
the old Marshall plan under a new name and for a slightly different 
objective. 

But we still have the old expensive setup. 

Please discuss for us your views on how we can make this effective 
at a minimum expense. 

Mr. Nasu. Mr. Chairman, I shall be glad to respond to that within 
the limit of my own responsibility immediately because it happens, 
just by coincidence, to fall in with the introduction that I have in this 
prepared statement that I think is before each member of the 
committee. 

I do not propose to read it, because it is there before you. I would 
like to speak from it or than to read it, but it starts out, as you 
know with the statenii:' that I have just come back from Europe 
this week where last week I attended a 3-day conference. T 
conference was called by General Handy, who is the Deputy United 
States Commander of all of our forces in Europe. 

Senator Rosrertson. Did you say be was a graduate of VMI? 

Mr. Nasu. I did not, sir; but 1 will be glad to add that to my 
statement. 

Senator Rosertson. We are very proud of him. 
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RESPONSIBILITY FOR ADMINISTRATION 


Mr. Nasu. He has the responsibility for the administration, the 
efficient administration of our military assistance program throughout 
Europe. He called this conference of all of the military assistance 
chiefs from all of the countries in Europe, and also from countries as 
far away as Iran, in order to discuss with them what progress we were 
making in the development of our military assistance program, and 
what were the big problems that these military assistant chiefs faced 
in each of their respective countries. 

Senator Roprertson. May I interrupt there? 

Mr. Nasu. Yes, sir. 

Senator Ropertson. When I was a member of the Board of Ad- 
visers of VMI, and we wanted to get General Handy to accept our 
offer of Superintendent of the Institute when he was then Deputy 
Chief of Staff, I asked Gen. George Marshall his opinion of him, 
and he said, ‘‘He has the finest judgment of any man I ever knew.” 

Mr. Nasu. Senator, if I could build on that, I would like to suggest 
that we turn to page 3 of this prepared statement of mine where 
General Handy opened this conference. I quote only one paragraph 
from a lengthy statement he made, but on the basis of the tribute 
you paid, sir, to his judgment, I would like this to be more or less 
the platform from which my remarks will be addressed. 

General Handy said: Now these are the top military Assistant 
Chiefs from all Europe and Iran 

All of us here have been and are engaged in military assistance program work, 
In spite of the difficuities and frustrations which are very live and vital matters to 
each of you, I believe we should keep in mind the very great importance of this 
program and the accomplishments of its objectives. We ail know the threat 
confronting us and that nothing has occurred which has diminished it. We also 
know the great military potential on our side in this part of the world. As I see 
it, the primary purpose and objective of our program is to develop that potential. 
Except for raising and equipping our own forces, to my mind nothing could be 
more important for the security of the United States, 

In fact, I know no other practical way by which we can make reasonable 
arrangements to be able to meet a very real and present danger to our own country 
I believe the record shows that the military part of the mutual asisstance pro- 
gram—and that is what concerns us—has been, overall, handled very well. The 
thought -I am trying to get across is that we are involved in an activity which is 
indispensable for the assurance of the future of our country, and that, for our 
part, we can rightfully feel considerable satisfaction and pride in the way we have 
done our job. 

Now, he called on me, after finishing his statement, to make a 
statement on behalf of the Secretary of Defense. I was in the rather 
unhappy position of having to sound a sour note at the very outset 
of this conference which I proceeded to sound in accordance with my 
instructions from the Secretary of Defense because I was bringing to 
them the word that they had to do a better job with fewer people. 


CONNECTION WITH NATO 


Senator DworsHak. I have not followed this program too closely, 
and I do not know to what extent this is tied in with NATO, but I 
read just within the past week that one of the leading journals in 
Great Britain said that NATO was crumbling, it was only a paper 
organization, and that it was foredoomed. 
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Now what are we to believe? The assurances given us by you and 
others who are supposed to know what the facts are, or to be alarmed 
by what we read in some of these journals abroad, comments by people 
whom we assume do know what the facts are? 

There is a wide divergence now. Can you give us some assurance 
whether this is tied in with NATO, we are dealing with blueprints, or 
we just are talking about potentials in the years ahead, or whether 
we are dealing with the immediate problem confronting us today? 

Senator Rosertrson. If you will yield there, I think that goes 
further than what the French say about NATO. They say that 
NATO is the American Venus DiMilo, all shape and no arms. 

Mr. Nasu. Like all wisecracks, Senator, this last one gets my 
dander up. 

Senator DworsHax. We would like to know whether it is a paper 
organization, or whether we have something that we can rely on. 

Mr. Nasu. I asked this to be an executive session so that I would 
try to dispel that canard because it is a canard. 

I think I am able to demonstrate it to you in terms of not my 
testimony, because I am not a military man, but in terms of the 
statements of General Ridgway, General Gruenther, General Handy, 
and Admiral Radford. That is why I wanted these in the record. 
I do not understand why it is that people who write in newspapers 
seem to think that the public who reads those newspapers want to 
hear bad news. I have found in the few speeches I have had time 
to make in this job, that our people—and I think people elsewhere 
are like our people in this respect—want to hear good news if it is 
factual. 

BUILDING REAL STRENGTH 


I think I can demonstrate this morning that what we are building 
is a real strength. I think I can do better than that. I think the 
evidences of the real strength we are building are coming to the 
front in what is happening on the other side and in the rumblings and 
the tensions that are developing on the other side. 

As my statement says, I do not think any man alive could analyze 
what is going on behind the Iron Curtain and attribute it, degree by 
degree, to the strength that has been built in the West, but I do not 
think anybody will challenge the statement that those people behind 
the Iron Curtain would not have had the nerve to do what they are 
doing if they did not have the encouragement that is derived from the 
improved strength of the Western World in the last 4 years. 


PUBLICITY 


Senator Dworsnak. I was alarmed because I am assuming that 
Great Britain is our ally and when a reputable journal in Great 
Britain makes that statement we are justified in believing it. 

Mr. Nasu. Senator, the newspapers of England are like the news- 
papers of America. Some are reputable and some are otherwise. 

Senator Rosperrson. You increase circulation when you start a 
fight. 

Me. Nasu. Always, Senator. If you say something nasty, you are 
going to get more people to read it. I suppose we attribute that to the 
original sin. 
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Senator Haypren. I have been around Congress for a good 
many years and if it is a fight it is news; if it is honest reporting, 
just what the facts are, that does not interest them at all. ‘That has 
4 my experience. 

Mr. Nasu. I would like to add to that, Senator. I find a great 
yearning in the people I have spoken to, to want to know whether all 
this investment we are making is going for naught or is it really paying 
off? Is it doing some good? 

I think the papers are not judging what the public want to hear 
correctly when they think they only want to hear the mistakes, the 
bad side. 

1 want to go on to say what I told the military assistance chiefs, 
that they had to do a better job with fewer people. They had to cut 
down on the number of personnel, doing just the military assistance 
program. 

PERSONNEL ABROAD 


Senator, | cannot speak for those aspects of the aid program other 
than the military aid. I do not have the responsibility for them, and 
I do not understand the details of them, but speaking for the military 
assistance side of the program, we have a very large number of mili- 
tary and civilian personnel abroad. 

In the judgment of the Secretary of Defense there are far too many. 
He has issued an order that they have to be drastically reduced. He 
spoke yesterday to the National Security Council calling on the coun- 
cil for a study of the total number of United States personnel abroad 
and an analysis of what they are doing and how many can be reduced. 

So I think that this administration, both on the side of the Secretary 
of Defense and I think I may say also on the side of Governor Stassen, 
from what I have learned from him personally, is determined to cut 
down on the number of personnel engaged in the administration of 
this aid program. 

That is particularly difficult to charge our military assistance chiefs 
with because this program, after getting off to a slow start, is now 
beginning to flow in great volume. They have the enormous respon- 
sibility of seeing that this equipment which we are furnishing to our 
allies is put in the right place at the right time and is utilized at all 
times in a proper and efficient manner. 

Senator Roserrson. Is that not primarily the responsibility of 
the Secretary of Defense rather than the Secretary of State? 

Mr. Nasu. Yes, sir. This that | am speaking of now is our respon- 
sibility under the mutual security legislation. 

Senator Ropertson. For that reason I have suggested that | 
would like to see you handle it. 

Mr. Nasu. We are handling the military part of it, but the other 
parts are not our responsibility. 


LIAISON WITH NATO 


Senator Dworsuak. What is the liaison between your organization 
and NATO? 

Mr. Nasa. The North Atlantic Treaty Organization has as a 
permanent council a representative from each one of the 14 member 
nations. The United States permanent representative at the moment 
is Mr. John Hughes who recently relieved Mr. William Draper. 
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Mr. John Hughes has a defense adviser who is at the present time 
Mr. Luke Finlay. Mr. Luke Finlay reports to the Secretary of 
Defense through me. ‘That is our tie-in with the political and eco- 
nomic side of NATO, 

On the military side of NATO, the top body is the Military Com- 
mittee, which consists of the Chief of Staff, the top military man, of 
each nation. That body has an executive agency called the Standing 
Group, on which the United States, United Kingdom, and France are 
the three members. 

General Collins is relieving General Bradley as our representative. 

The Standing Group is the agency that issues the commands and 
the orders to the two Supreme Allied Commanders, one who as of 
tomorrow will be General Gruenther who has command of all the 
allied forces in Europe, and the other, the Supreme Commander of the 
Atlantic forces, who is Admiral McCormick. Both of them are 
Americans, but they are NATO commanders. They are the two top 
commanders. 

They tie back into us through our Joint Chiefs of Staff. Our own 
Joint Chiefs of Staff give military instructions to our member of the 
Standing Group, who, as I say, is now General Bradley, and soon will 
be General Collins. 

So that on the political side it ties back to us directly to the Secre- 
tary of Defense through my office; on the military side it ties back to 
the Secretary of De fense through the Joint Chiefs of Staff. 


INTERCHANGE OF FUNDS 


Senator DworsHak. What is the interchange of funds, the spending 
between NATO and this program? 

Mr. Nasu. The total military assistance program is divided among 
four titles. Title I, the first bite goes for NATO countries and for 
1 or 2 non-NATO countries, as I will describe in just a moment. 

The title I part of the total military aid program covers the NATO 
area for the most part. 

Title IT has in it Turkey and Greece, which also are NATO members. 

So that title I and title II taken together cover that part of the 
program which is for NATO. 


BACKGROUND OF WITNESS 


Senator Smrrn. Mr. Secretary, would you be kind enough to tell us 
how long you have been with this program and what your previous 
experience was? 

Mr. Nasu. My first connection with the military assistance pro- 
gram, Mrs. Smith, was just 2 years ago, when I relieved Major General 
James H. Burns, USA (retired) the Director of the military aid 
program. 

I carried the title then of Assistant to the Secretary of Defense for 
International Security Affairs. 

Last January I was nominated as Assistant Secretary of Defense for 
International Security Affairs and carried on with the same responsi- 
bilities, but in the capacity of Assistant Secretary of Defense. 

So that for 2 years I have been connected with this program as the 
representative of the Secretary of Defense and discharging for him his 
responsibilities under the mutual security legislation in this field. 





AR vit anaaree ne A 


nil iia teat. 


eh aebseaiibee — ° 








MUTUAL SECURITY APPROPRIATIONS, 1954 125 


For the 6-month period prior to that, I was the defense representa- 
tive on the National Security Council Senior Staff, a capacity which 
I still hold and have held since February 1951. 

Prior to that I was for 3 years the defense representative on the 
Armaments Commission of the United Nations. 

Prior to that for a period of 6 years I was in the Navy as assistant 
to Mr. Forrestal. 

That takes me back to about 1941. 

Senator Smita. That is when I first saw you. Thank you very 
much. 

WORK OF MILITARY ASSISTANCE CHIEFS 


Mr. Nasu. Now a word about the work that the military assistance 
chiefs in these countries are doing. What they reported as of last 
week was the progress along the line of your question Senator; are 
we-getting anywhere? Is this program paying off? 

These military assistance chiefs have come, in most of the countries 
to which they are accredited, to hold a very responsible position. 

(Discussion off the record.) 


OPPORTUNITY 


[ tell you this to give you some perspective of the importance that 
these military assistant chiefs of ours in these countries carry with 
the countries. The great opportunity they have, which I think they 
are accepting very well, i is seeing that the countries’ defense budgets 
are being put to the best possible use in the way of developing a sound 
force. ‘Then the Department of Defense implements the so-called 
deficiencies which the military assistance chiefs determine; the heavy 
equipment, the equipment the country cannot produce for itself, or 
does not have the dollars to buy from us. 

In that way, through our military assistance chiefs, we see that 
the equipment that is shipped is being applied to the developing of a 
really strong military force. 

1 do not want to assume the prerogative of General Gruenther 
who will testify in some detail on this point next week, but because 
the question has been asked as to whether we are dealing with paper 
forces, I would like to indicate where we stand as these military 
assistance chiefs showed us last week in Frankfurt in respect of 
developing divisions. 

(Discussion off the record.) 


SIZES OF DIVISIONS 


At this point I want to say that when you talk about divisions, 
you are talking about a unit that varies according to the TO and E 
of different countries. But I want to say this, also, when you speak 
of Russian divisions, that the Russian division is not comparable to 
the United States division or the French division or the British 
division. It is considerably smaller in size. 

Therefore, we have only the one common denominator of total 
numbers of units. 

When one starts talking about 175 Russian divisions in Europe 

Senator Rosertson. They are about 10 thousand. 
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Mr. Nasu. They are 60 to 70 percent of ours. That is with respect 
to front line divisions the men with the rifles, with respect to backup 
units, the supporting units, we are so much more complete in our 
strength that there really is no comparison at all. 

That is something that General Van Fleet may have spoken to 
this committee about. 

(Discussion off the record.) 


INFLUENCE ON STRATEGY 


I want to make this point that through our military assistance 
program we can bring to bear a very large measure of influence on the 
strategy in the use of the forces. 


YUGOSLOVIAN SITUATION 


Senator Taye. What equipment has been furnished the Yugo- 
slavians? 

Mr. Nasu. For the detailed equipment, I would ask General 
Stewart here, who is the director of military assistance program, to 
make a statement. 

Senator Ronerrson. Before he answers, is this not also true that 
Tito cannot go back to the Politburo because once they put a man on 
the black list, he is always on it and his only hope is to string along 
with us? 

Mr. Nasu. I think that is true, sir, 

I think even more basic is their spirit of nationalism. Nationalism 
seems to be the root of what is going on in the rest of the satellite 
countries today, but Yugoslavia was the first to break away. That 
is something deep in the Yugoslavs themselves; their spirit of na- 
tionalism. That is really the basic reason why they will never go 
back to the old system. 

Senator Tuyn. If that is your conviction, then we can look with 
some hope to the future? 

Mr. Nasu. That is my conviction. 

This lies deep in the people of Yugoslavia themselves. They will 
not be fettered with the chains of Soviet communism. I think they 
have thrown the Soviets over once and for all. 

(Discussion off the record.) 

Senator Tuyx. In terms of equipment, how many tanks, how many 
trucks, how many airplanes, how many cannon, and what is the 
size of the cannon? 

(Discussion off the record.) 


TANK PRODUCTION 


Senator Ropertson. General, I read in the paper yesterday that 
the Army had made a very sharp cutback in the production of tanks. 
Where will we get the additional tanks that we promised to the 
NATO countries? 

General Srewarr. They are all financed and either are off the line 
or will come off the line as a result of a continuing production running 
out of those lines. 
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Chairman Bripers. Are we taking the newest and most modern 
ones off the line and sending them across, or are we keeping those for 
ourselves and sending them some other material? 

Mr. Nasu. May I answer that question, sir? 

Chairman Bripers. Yes. 

Mr. Nasu. | am in the position in the Pentagon of being a sort of 
competitor with our own United States forces for the material that 
is coming off our lines. Of course when you have a shortage of pro- 
duction, for example, a shortage that has previously prevailed in the 
ammunition field, the top priority has been for Korea. That is 
where the ammunition has gone and is why the ammunition buildup 
in NATO was very slow indeed. 

But regarding tanks—to answer your question specifically-——for the 
first 2% years the tanks that we shipped as military assistance were 
rehabilitated M-26 tanks. 

In other words, as the new M—47 tanks came off the line, they 
went to our United States forces in various parts of the world, and 
they gave up the World War II tanks they had when they got the 
new ones, 

We took the World War II tanks, rehabilitated them, and we 
sent them to our NATO partners. 

It is a good tank. Some of our partners sometimes look at the 
brand new tanks that our forces have and say, “Why can’t we have 
those? 

We had some difficulty with one particular country in that respect, 
one that is developing a very good armored capability. 


TANK OPERATIONS IN KOREA 


We sent them a movie of what our forces were doing in Korea. 
General Stewart spent a good deal of time fighting in Korea and he 
could tell this story better than I can. 

By virtue of the terrain and other considerations in Korea, they 
prefer the smaller tank, the M-26 tank. 

We took some movies in Korea of our forces and the other United 
Nations forces in Korea fighting with these M—26 tanks. We took 
it over to the country and had a retired general of that country’s staff 
“dub in” the military terms and we showed it to the country’s military 
to indicate that the tanks they were getting were the tanks that our 
forces were fighting with in Kores 

Senator Tuy. I would like to pursue the question to determine 
what other equipment we have made available to Yugoslavia? 

General Stewart. We can give to you in the form of a very volu- 
minous document the details of everything we have delivered. [| 
have here, which I would like to show you, a breakdown of the Army, 
Navy, and Air Force equipment. 

Senator Tuy. Could you not read it so that we can get the benefit 
of it? 

General Stewart. You are speaking now of what has been 
delivered? 

Senator Torr. Yes. 

(Discussion off the record.) 
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INSPECTION OF EQUIPMENT 


Senator Taye. Are they permitting you to inspect that equipment? 

General Srewarr. They are indeed. 

Senator Tyr. You know that the equipment is properly cared for? 

General Stewart. Yes, sir. 

Senator Tuyr. You are now privileged to have office space and 
you are privileged to move in a friendly manner, or move throughout 
the country and are being received in a friendly manner? 

General Stewart. That is correct, and the situation is constantly 
improving. 

Senator Tuy. So that the future looks very hopeful that they are 
a part of the allied group? 


PLANE DELIVERY 


General Srewarr. It does, indeed, sir. In the case of the Air Force 
we have delivered quite a few day fighters—these are piston-type 
planes. 

Senator Tuy. Are they new or are they some of our old ones? 

General Stewart. They are some of the World War II type. 

Senator Tuyz. They are some that came out of the mothballs, so 
to speak? 

General Stewart. Yes. 

(Discussion off the record.) 

Senator Tuyn. In the course of 18 months you have come from a 
hostile situation over there when they tried to keep everything from 
you in that they denied you the right to move freely through the coun- 
try to observe your equipment and see the type of troops and their 
training, to now a cordial, friendly aac Be ahd where they look to 
you for the technical assistance in their training program and that 
they have taken good care of our equipment? 

General Srewarr. That is correct, sir. 

Senator Tuy. Physically they are very good men? 

Mr. Nasu. That is correct, Senator; they make very good soldiers. 

Senator Tuyn. And they are an intelligent race of people, and, 
therefore, if they are on our side, they are a very potent factor? 

(Discussion off the record.) 


D-DAY DIVISIONS 


Senator DworsHak. Ready for immediate activation? 

Mr. Nasu. The term “division,” in the first place, is something 
that needs careful analysis. The readiness of those divisions I spoke 
of is in terms of D plus 30. That is, they would be ready to fight 
30 days after the balloon goes up. 

A great many of them are D-day divisions, ready to fight right now. 

I could go into a more elaborate analysis of how many of them are 
D-day divisions, how many are D plus 3, D plus 15, and D plus 30, 
but that is General Gruenther’s job more than mine. 

But they all add up. 

Senator Roperrson. Is it true the stronger we make the defensive 
position of that 1,000 miles from Norway to Turkey, the more uncer- 
tain becomes the loyalty of those satellites just across the border? 
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Mr. Nasu. Senator, the people may think that we have been draw- 
ing up our testimony together because the point I was about to make 
was, how would you feel if you were the military fellow in the Soviet 
Union and you were contemplating an attack on Western E urope 
which you felt you had to make against such strength as is being 
built? I do want to make the point, however, that these NATO 
divisions are not yet solid divisions. 

Senator Taye. How many men are in those divisions? You say 
they are not solid divisions. How many are there, and what would 
be the number if they were solid divisions? 


MILITARY SITUATION 


Mr. Nasu. I will come to that in just one moment. 

How would you feel about having to fight such a war when your 
lines of communication had to go through places like Poland, Czecho- 
slovakia, and Eastern Germany? 

You have read a week ago about the Polish soldier who refused to 
carry out an order of the Soviet commander to fire on Kast Germans. 
When you have a situation like that, you have a situation which is a 
very serious one indeed from a military point of view. 

Now as to your question, Senator, in the first place the Yugoslav 
division, for example, is not the same in its composition as the French 
division. It has fewer men, and so on. 

Senator Taye. How many men? 

Mr. Nasu. The French division is comparable to the United States 
division. 

By and large, these divisions I am speaking of are front line divisions. 
I am not speaking of General Ridgway’s primary concern, as his 
testimony before ‘the authorizing committee spells out. His great, 
concern in the past year has been the beefing up of those front line 
divisions so as to give them depth, real strength in depth; in other 
words, to buildup the supporting units. 

You have to have the artillery behind that. You have to have 
the engineers, the quartermaster, the medical corps, and all the rest 
of it. They do not have it yet. 


REASONS FOR REQUESTS 


The great bulk of money which we are asking the committee for 
in fiscal 1954 lies in the direction of strengthening these divisions to 
give them depth and to build up ammunition reserves which they do 
not have at the present time. While they could put up a pretty good 
scrap now for a limited period of time, they do not have the strength 
that would permit them to fight an extended engagement. They 
will not have it for several years to come, until we complete the 
deliveries of the equipment that we have financed and in production, 
and until we can give them this support element that is called for 
very largely in the 1954 fiscal fund that we are requesting. 

I do not want to paint an overly optimistic picture, because it is 
not one that you can just sit back and say—— 

Senator Ropertson. You still have the reluctance of the French 
to get into EDC and the unwillingness of Adenauer to have an army 
in Germany unless it is integrated in this overall controlled force, 
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and before you are through I would like you to discuss the situation 
in Germany, because as I indicated to Secretary Dulles yesterday, 
I have great confidence in the power of Germany to make a substan- 
tial contribution to this. 

| would like to see emphasis placed upon that. But France has us 
hog-tied because France will not come into EDC. 

Mr. Nasu. I will be glad to speak to that in a moment. 

Senator DworsHak. You have made a fine presentation of MSA 
military aid and defense. 

Can you tie that in with NATO so that we will have a better under- 
standing of how the two are integrated? 

Senator Smiru. Will the Senator yield? 


SOVIET CAPABILITY 


Before you go into that, Mr. Secretary, do you not think it would 
be possible for the public relations of Mutual Security or Defense to 
bring out something about the makeup of the Russian divisions rather 
than permitting the people to think when we tell about a hundred 
divisions that Russia has that they are equal to our divisions? 

It seems to me it would be very worthwhile if we could get something 
that is a little more encouraging once in a while rather than a dis- 
couraging note. 

Mr. Nasu. I think I fully agree. I have been in this dilemma all 
along; we are going ahead and assuming that everything is 100 percent 
all right for the Soviet Union, that they are not going to make any 
mistakes, and so on, that their maximum strength is going to be 
brought to bear on us and that we are going to have all of our 
weaknesses. 

Lord Ismay quoted Sir Winston Churchill as having, in the last 
war, given a job to the military staff planners to figure out how many 
men and material it would take to capture the enemy islands off the 
coast of Malaya. 

They came back with an enormous figure. Churchill was quoted 
as saying, ‘““Why is it when you have gallant soldiers, intrepid air- 
men, and valiant seamen, that when you ask them what it takes to 
fight an engagement, all you get is the sum total of their collective 
fears?” 

That is what we have been faced with here. It is the military way 
in military planning, to take the most pessimistic view of yvour own 
assets and the most optimistic view of what the other fellow has. 

That has kept us in a frame of mind and has developed the sort 
of thing that the British newspapers were developing and some of 
our American newspapers have been developing, that what we are 
doing is just a futile boondoggling, that with the terrifie might of 
the Russians if that was ever thrown at us we will crumble away. 

It is not so. 

Senator Smiru. I have listened for weeks now to the military and 
the State Department on appropriations, and you are the first one 
that I have heard even indicate that the Russian divisions were not 
equal to ours. 
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It seems to me that something of that kind could go out from pub- 
lic relations. 

I say that you need a balanced judgment that the Russian division 
strength, man for man, is considerably less than ours. With respect 
to their backup, their support units, their ability to carry on a war 
with 500 or 600 logistic miles to maintain behind them—-they do not 
have anything like what we have. 

Senator Toye. They do not need it. 

Mr. Nasu. The U.S. 5S. R. does not have the backup, 

Senator Tuyn. I mean the U.S. 5S. R. does not need the number in 
back of their frontlines that we need in back of our own frontlines. 

Mr. Nasu. Because they are closer to their homefront; that is 
right. 

Senator Tuy. Besides that, they are trained to live more off the 
land at the time than our troops would be trained. 

Mr. Nasu. That is very true. 


UKRAINE INTERNAL ATTITUDE 


Senator Tuy. Are you getting any reports out of the Ukraine rela- 
tive to what the internal attitude of the Ukrainians is, which, of course, 
is part of Russia, but we know that they still long for their own inde- 
pendence as a nation? What are the reports, if any, coming out of 
the Ukraine? 

Mr. Nasu. The only reports I have seen indicate that because the 
U.S. S. R. has had 20 years to consolidate their grip on the Soviet 
Republics as such, of which the Ukraine is one, their control is quite 
complete. For all the spirit we know those people have, they have 
not had the chance to come out with it, at least at the present time 
That is by and large true of the Soviet republics that have been part 
of the U.S. S. R. for the last 20 years. 

The Soviets have had enough time to consolidate their grip. Where- 
as, with these satellites, the Soviets have had only 6 or 7 years, like 
Czechoslovakia; they were not able to consolidate their gains before, 
I would like to say, we were able to build up a counterpressure enough 
to give those people encouragement to go ahead and kick over the 
traces. 

The military program that we have been dealing with Congress on 
now since fiscal 1950—this is the fifth yvear—had from the beginning, 
and still has as its principal objective, the development of the military 
strength of NATO. 

There are no funds for military equipment for NATO outside of 
this mutual defense assistance program coming from the United 
States. 

Does that answer your question? 

Senator Dworsnak. That is what I wanted to learn. 1 did not 
know whether we had a separate military assistance program in addi- 
tion to this, 

Mr. Nasu. No, sir; this is the entire military assistance program 
for NATO, for Middle East, Far East, and for Latin and South 
America. 
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Senator Dworsnak. It is coordinated under one program, there is 
no duplication? 

Mr. Nasu. It is coordinated under one program; there is no dupli- 
cation, sir. 

The conclusion I was going to draw from this is along the lines of 
what General Handy said when I quoted him as saying that except 
for raising and equipping our own forces, nothing could be more 
important for the security of the United States than to help these 
countries develop their forces, What we are doing in this program 
is not an altruistic handout proposition, the way some of our public 
has been led to believe, but an effort to establish the front lines of 
defense of the United States just as far away from the United States 
as we can, 

Apart from the most important asset that we have, apart from join- 
ing our equipment with European and Turkish and Greek manpower 
and Vietnamese and the ROK’s, would we prefer to use our own 
United States manpower? 

Certainly we would not, I hope, allow our front lines of defense to 
be our Pacific coast line and our Atlantic coast line. 


COST TO MAINTAIN DIVISIONS 


You have to put your line of defense as far away as you can. Even 
if we were willing to put our men out there to do it and extend the 
Draft Act 4 or 5 years and so on in order to be able to do it with the 
limited manpower we have, these figures are just a rough order of 
approximation, but in terms of dollars the cost of maintaining a United 
States division in peacetime abroad is $295 million a year. 

The cost of supporting an Italian division is $16 milion a year. 

A Turkish division, $20 million a year. 

A ROK division, $36 million a year. 

A Formosan and Nationalist Chinese division, $4 million a year. 

You are asking, How can you have such a disparity a as that? 

You only have to look at troop pay to start with, and find where 
some foreign soldiers get something like 12 cents a month, and I am 
not exagge rating, against what our GI gets. 


UNITED STATES DIVISION STRENGTH 


So you see what it adds up to when you consider what the division 
strength of the United States is. The total division strength is some- 
thing between 40,000 and 50,000 men counting all the backup. 

Senator Ropertrson. What was your figure on the cost of American 
divisions? 

Mr. Nasu. $295 million. 

What I want to emphasize is that I am not trying to build a case 
for the expensiveness of the American division. 

Senator Tarr. This can remain as a permanent record? You do 
not have to edit this record now and to strike any of these figures 
out of the record? 

Mr. Nasa. I will be just as careful as I can. Specifically on this; 
no, sir. 
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Senator Tuyn. I think it is very important. 

Mr. Nasu. What I am trying to avoid is building up a case for the 
expensiveness of the American divisions. The American division is 
expensive to maintain abroad. It is expensive to maintain abroad 
because of our way of doing things. The standard of living that we 
want our Americans to have in our armed services abroad is an expen- 
sive thing, a very expensive thing. 

Senator Tuyx. The only reason, Mr. Nash, that I mention whether 
this might remain as a permanent record is that it is difficult to justify 
why we do spend all this money abroad when we might be building 
up our own internal strength to make us so effective if we had to 
strike. 

But it is important to the taxpayers and the general public that they 
have this information because you are advancing more potent informa- 
tion here than I have heard on this question from anyone, and there- 
fore the record will be most important. 

Mr. Nasu. Thank you, Senator. 1 will be happy for that to remain 
in the record. 

Senator Haypsen. I would like to ask what the total cost in this 
appropriation bill will be to maintain what you have been talking 
about. 

Mr. Nasu. Senator Hayden, that is a difficult question for me to 
attempt to answer off the top of my head. In this appropriation bill, 
the money we are asking for here is not, any part of it, for what I 
consider maintenance of troops in terms of pay, subsistence, clothing, 
allowances, housing, and that sort of thing. None of it. 

Our military assistance program does not deal with that sort of 
thing for our allied troops. It deals only with hard goods, military 
end items and training. Those are the two elements. 

We do not pay the cost of troops. We do not buy their clothing 
and so on. 

The only country where we are contemplating such a thing is 
Indochina. I would like in a few minutes to speak specifically of 
Indochina. 

Senator Haypen. I am talking about how many dollars in this 
bill it will be necessary for us to appropriate to carry on what you are 
talking about. 

Mr. Nasu. In other words, what we have been building here is a 
force that will permit us to do what I have just said, to extend the 
front lines of United States security as far away from the United 
States as we can. We have gotten them at the point, Senator Hay- 
den, where they are really becoming strong units abroad. We are 
at the point of payoff. We have at this juncture a chance to im- 
prove our position. It is as though we built an automobile but had 
not yet finished the fourth wheel. 

If we did not complete the fourth wheel it would make the whole 
car useless. 

(Discussion off the record.) 
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EFFECT OF CUT IN FUNDS 


Senator Haypen. | heard a very distinguished Senator recently say 
he was going to vote to cut $2 billion out of this program. He simply 
had made up his mind it was too big and we have to reduce in view of 
our budgetary situation here and he is going to vote to take $2 billion 
off. 

Now what will be the effect of taking $2 billion off the work you are 
doing? 

Mr. Nasu. To my mind, Senator, it will be disastrous for the reason 
I have just given. It would simply go ahead and throw away at the 
very pr int of climax something that we have been building toward for 
the last 4 vears. 

Senator Haypen. We have a program altogether of some $5 billion. 
How much of that is for military assistance? 

Mr. Nasu. Of new money, $3.6 billion out of this total is for new 
money. Now there is an additional amount—and this is where the 
controversy I think principally centers—and on the details of it, if we 
want to go into them Mr. Halaby, who has been testifying on it 2 weeks 
before the House Appropriations Committee, can carry onforme. As 
I analyze this picture you have $3.6 billion for military assistance of 
new money in this requested appropriation. 

In addition, we are asking the Congress to continue available 
total, rounding it off, of about $2 billion. That is where the principal 
contention lies concluding what this carryover of $2 billion is. 

| think the committee would like to hear the details of it, but I 
would like to touch on what I think are the highspots of it. 


ESTIMATED SAVINGS 


Five hundred million dollars—it ranges somewhat less than that, 
but between $400 million and $500 million—represents a reduction, 
Savings in previously authorized and appropriated funds that we, 
since the new administration came into office, and having screened 
the programs very carefully, think we can make. 

In othar words $400 or $500 million worth of money that Congress 
previously made available to us for the program we, upon further 
analysis of those programs, think can be saved. 

Senator Haypen. That is money that has lapsed? 

Mr. Nasu. Yes; it has lapsed as of June 30 if it is not reappropriated. 

Senator Haypen. So that money that you saved is a saving, the 
money remains in the Treasury, and unless you reappropriate it, you 
do not get it? 

Mr. Nasu. We are not asking for it. We have saved that money 
We are not asking for that money. 

That is, of this $2 billion figure that has been discussed, that knocks 
off 25 percent of it. 

Senator Dworsuakx. When the authorization bill was before the 
Senate, I recall that as of April 30, 1953, there was an unobligated 
balance of about $11% billion. 

Mr. Nasu. No, that was unexpended. I will come to the unex- 
pended balance in a minute. 
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! am only talking about unobligated balances of previously appro- 
priated funds. 

Senator Bripces. Are you sure, Mr. Nash, regarding this $500 
million, that you are not asking for it? 

Mr. Hauasy. The result is the same. What we are doing is asking 
for that to be carried over, but we are reducing the 1954 request by 
the same amount. 

Chairman BripcGes. That is quite a lot different from the impression 
you gave the committee, is it not, Mr. Nash? 

Mr. Nasu. It is indeed, it is an important correction. 

Mr. Hauasy. The result is the same. We are saving it out of the 
fiscal year 1950-53 program, but we are reducing the 1954 program 
by that amount. 

Mr. Nasu. That is a very important qualification because otherwise 
that $3.6 billion new money we are asking for here would be $4.1 
billion. 

ACCOUNTING ANALYSIS 

Now $1 billion of this $2 billion of unobligated funds represents 
an adjustment that has been necessitated by virtue of a General 
Accounting Office analysis of the methods that have been followed 
by our armed services in accounting for obligations. 

I think that I can make the point by an illustration. I spoke a 
little while ago, Senator, of our getting tanks for our military-assistance 
program by rehabilitating World War II tanks. 

When money was made available to Army Ordnance, military- 
assistance money, and they programmed that money, and they put it 
into the production of let us say, M-47 tanks. But under the policy 
prevailing in the Pentagon at that time the aid program was scheduled 
to get an M—26 tank. We were not going to get that M-26 tank 
until the new tank had gone to the United States forces, which would 
thereby relieve the M—26 tank to be rehabilitated to come over to our 
program. 

The Army went ahead and considered that to be an obligation as 
of the time they went forward for the new tank, they considered the 
rehabilitated cost of the M-26 tank to be properly committed, and 
it was committed, but they called that also a technical obligation. 

The Genera! Accounting Office took the view that was not an 
obligation until the M—26 tank came out of the United States forces’ 
custody and was ready to come over to the military assistance program. 

So that the study of the General Accounting Office, going over the 
books of our services, has come up with a total in round figures of 
$1 billion, which represents, I do not think it is an improper term to 
use, a bookkeeping adjustment rather than money that is not being 
gainfully used. 

That money is committed, it is earmarked for items of equipment 
that allied forces are counting on getting from us and if that money is 
cut out there is only one way we can make good on that commitment 
to these allies who have been building their plans and mobilizing their 
troops on the strength of getting this equipment. The only way we 
can do it is to take it out of new money which would in effect be 
cutting down this $3.6 billion by whatever amount the committee or 
the Congress decided they would not carry over. 
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That term “unobligated” is a technical term and $1 billion is in 
a fairly real sense a committed figure, represents hard goods that we 
have to deliver, that we have committed ourselves to deliver. 


DIVERSION OF EQUIPMENT TO KOREA 


Senator Haypren. But for Korea that would never have happened. 
There would have been no necessity for our military forces to take 
over this equipment which was contracted for and planned to be 
delivered to Europe. 

Mr. Nasu. Senator Hayden, I would not put the whole explanation 
now to diversion to Korea. There have been some substantial diver- 
sions of equipment to Korea because it has the first priority, it is 
a combat area. 

It has hit us largely in the area of ammunition for heavy artillery 
105 millimeter howitzer and 155 millimeter and the F-84 aircraft. 

There have been substantial diversions of F-84 aircraft and very 
large amounts of artillery and ammunition. 

But I would not put the whole explanation down to Korea. I 
would put it down to simply a difference in judgment as to how you 
set up your books and how you account for the obligation and the 
rules laid down by the General Accounting Office. 

We are going to abide by them, but I would hate to see the con- 
struction derived from this bookkeeping adjustment that there is $1 
billion worth of idle money somewhere there that you can just cut out 
without hurting the program. 


DOLLARS DIVERTED TO KOREA 


Senator Tuyr. Might I ask this question at this point? 

How much in dollars were converted to Korea, in actual cold 
dollars, for equipment and ammunition? How much was diverted 
from the mutual security to Korea? 

In other words, you have a credit for the equipment that was 
transferred to Korea on your mutual-security books. Just in positive 
dollar values, how much was converted to Korea? 

Mr. Nasu. I could not give it to you off the top of my head. I will 
try to get it for you. 

Senator Tyr. But you could give us in rough figures your best 
judgmert and estimates at this time, could you not? 

Mr. Nasu. I could not, because I do not have the foggiest idea. 

Senator Taye. Does anyone have even a slight foggy understanding 
of how much? 

Mr. Nasu. If anyone here has, he can speak of it. 

(The information requested is not available for publication because 
of security classification.) 

Senator Tuyr. You see, that would be very important to me, be- 
cause if it is a bookkeeping proposition and if you have transferred so 
many million dollars worth of equipment and ammunition to Korea, 
then we know that MSA should have that as a credit, so that the equip- 
ment would again be made available to MSA as soon as our defense 
production makes possible returning the ammunition and the equip- 
ment to the MSA account. 
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Mr. Nasu. That is the situation. 

Senator Tuy. Now if you had it in dollars and cents, that would 
give us some understanding as to why you have a credit here of some 
millions of dollars, because without a positive knowledge of what you 
have transferred to Korea from MSA, then we do not have a complete 
and clear picture of it. 

Mr. Havasy. If I can respond to that, Mr. Chairman, I think in 
very brief words the general answer is this: I will try to get you some 
figures. 

Senator Toyz. You must have the figures. 


ALLOCATION OF FUNDS 


Mr. Hatapy. I will tell you why we do not have it in our heads. 
The money here for the last 4 years has been appropriated to the 
President. He has given his authority over it substantially, first, to 
the State Department, and, then, to the Director for Mutual Security. 

The Director for Mutual Security allocates these mutual assistance 
funds to the Secretary of Defense. He, in turn, suballocates these 
funds to the Secretaries of the three departments. 

Now, let us take, for the moment, the amount allocated to the Army 
Department. The Army Department gets an allocation of MDAP 
funds and they set up books along side their Army Department 
books. They then place orders. 

In the MDAP they have three types of orders. First, a regular 
procurement contract with, Jet us say, a tank manufacturer, like 
Chrysler. The second type is a requisition out of the Army stocks, 
the stocks that they have already purchased with their Army appro- 
priations. 

And, third, they place orders overseas under the offshore procure- 
ment program. 

ALLOCATION OF TANKS 


Let us take for the moment the procurement of tanks. Those 
orders are placed for so many tanks and the manufacturer, Chrysler 
does not know whether the tank is going to Korea or to a National 
Guard division, to an American division in Europe, or to one of our 
Allied divisions. 

But when the tanks come off the line, sir, they are then allocated, 

Senator Ture. But unfortunately we, as Members of Congress, 
and I will only speak for myself right now, have no positive knowledge 
as to where they go, whether they go to Mutual Security, or whether 
they have gone to the Army, gone to Korea. Therefore, I think it is 
positively necessary here that we have a complete accounting as to 
what was charged to Mutual Security and Mutuai Security then turned 
it over to be used in Korea and that Mutual Security is sitting here 
at the present time with an I O U for equipment that they surrendered 
to Korea. 

If they are sitting here with an I O U, we have to have that com- 
pletely explained so that we know whether you show a balance here 
that is a true balance, or whether there is just a juggling of figures, 
and if a juggling of figures is permissible, then we do not know whether 
we should vive MSA any additional funds, or whether we should give 
the additional funds to our own military appropriations. 
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We have to have a complete accounting of this if we are going to 
have any real understanding of whether we should cut MSA and give 
the military greater appropriations here for our own national defense. 

Mr. Hatasy. We are working on that, Senator Thye. I can just 
tell you that the estimates of deliveries to the MDAP account have 
been substantially less. 

The actual deliveries have been substantially less than the estimated 
deliveries and that difference is due primarily to Korea and to pro- 
duction difficulties. 

We will try our best to give you a picture of this complicated ‘i 
and out process” which you are driving at. 

We will try to get that together for the House appropriations hear- 
ings, also. 

Senator Hayprn. It is obvious that so far as the Department of 
Defense is concerned, in placing its orders, that it combines the uses 
without telling the manufacturer where the material is going to go. 

Mr. Nasu. We get a much lower price overall by being “able to 
place larger orders. 

COST DETERMINATION 


Senator Smirx. Would it not be clearer in the minds of the commit- 
tee and the Congress and the people generally if those items could be 
earmarked so at least we could know what Korea is costing us and what 
MSA is costing us? 

I asked Mr. Stassen yesterday noon to give us a complete break- 
down and picture of all transfers in money and equipment, and I asked 
that it be broad enough so that we would not miss anything along the 
line. 

The Director yesterday referred, and I think you have today, to the 
survey that has been made by the General Accounting Office, and other 
people, and I have some excerpts from that report ‘that I would like 
you to take. I will not take the time of the committee to read them, 
but I would like comment by yourself or those who can make them to 
enlighten the committee on some of the matters. 

I note that in one place the General Accounting Office said that the 
Army Ordnance kept no records of diversions, and that may be the 
reason, Mr. Chairman, why we are not getting anything specific 
on that. 

I am quite anxious to have these for the record. 

(The information requested, being classified, was filed with the 
committee.) 

Mr. Nasu. May I take them and get the most competent people 
to speak to them? 

Senator Smiru. Yes, speak to them or for the record. I think it 
may be included in some of the testimony, but I would like it together 
so that we can pick it up easily. 

Mr. Nasu. Very well, Mrs. Smith. 

Mr. Hatasy. Senator Bridges, we may as of the moment have left 
the impression that these savings were something that could now be 
made in the appropriations request. The fact is that these savings 
were announced to the authorizing committees and their authorizing 
figures have been reduced. 
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In other words, our original MDAP, our military aid request, was 
slightly over $4 billion. It is now down to around $3.6 billion, and 
it reflects those savings, and they apply, of course, to the new pro- 
gram. They have sleet been taken out. I wanted to make 
that clear. “These savings cannot be counted twice. 

Senator Ropertrson. Mr. Nash, I fully agree with your thesis that 
in meeting the superior manpower of the Russians, we need to utilize 
the manpower of the 70 million people in Western Germany who are 
our friends and allies. 

I agree that you can maintain in the field a European division 
for far less expense than an American division because their rate of 
pay and general services is so much less. 

| am encouraged by what you have told us about the progress that 
Belgium, the Netherlands, France, and Italy have made in bringing 
into being and approaching the D-day point of certain numbers of 
divisions. 

I recall during the Revolutionary War Washington was hard pressed. 
He asked Jefferson to send him the Virginia Militia and Jefferson 
did it. The British cavalry officer named Tarlton decided he would 
capture Jefferson and the General Assembly in Richmond. They 
got word he was coming. They escaped. They got across the 
Blue Ri dge Mountains and fina lly landed at Stanton, Va., just 36 
miles from where I live. 

One member of the General Assembly, after he caught his breath 
from such a long run, introduced a resolution to impeach Jefferson 
because he had sent the domestic force away and left Virginia un- 
protected. 

Well, of course, the sound heads prevailed. 

But you will always encounter that sentiment not only in the State, 
but in the Nation, let us have our men here to protect us. And 
you know that unless these divisions, which are now being equipped 
with our material and money, can be unified as a unified defense 
against the Russian advance, they would be strung out, chewed 
and overrun, one by one. 

What I want to know is when can we get some definite assurance 
that they are going to come into this unified plan and how long are 
we going to be putting our equipment on them without knowing when 
the chips are down they are going to stay there and say, ““We have to 
defend our own people; we cannot go to Germany and fight. We 
have to stay in Belgium. Let Paris be attacked.”’ 

Mr. Nasu. It is a basic question as to whether or not these forces 
that are placed under the command, as of tomorrow, of General 
Gruenther are forces that he can order for deployment where he 
thinks they can best be utilized to meet the threat of the enemy. 

It is a matter that General Gruenther will be able to speak for him- 
self on next week if you care to address that question to him. 


FORCES COMMITTED TO NATO 


At the present time he has the authority for those forces that are 
committed to NATO and those are the forces that I speak of. When 
I speak of Belgian divisions, they are all committed to NATO. 
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When I speak of Dutch divisions, they are all committed to NATO. 

General Gruenther today can call for those NATO divisions to be 
deployed in Germany or to be deployed wherever in his area of com- 
mand he thinks they can best be located. 

The issue that you raise, the point that you raise, comes to a head 
very interestingly along the lines of your historical point in one of 
our principal points of argument with the Netherlands. They have 
territorial forces. Their territorial forces are in the nature of a home 
guard. That is what they really are. They feel that we should 
furnish some equipment for them. 

We furnish equipment only for forces that are pledged to NATO, 
that are conialiiel to NATO. 

The Dutch make the argument, now these are forces to protect 
Holland against paratroop attacks, they should be in Holland. 

I made the argument to the Dutch Ambassador 2 weeks ago, if 
you want them to become eligible for military aid you have to com- 
mit them formally to the command of General Ridgway, now to be 
General Gruenther. 

They said, ‘Well, we would be afraid if we did that he might take 
them out of the Netherlands and put them over in some place in 
Germany to meet the threat closer to where it is going to hit’’, the 
very point you are concerned about. 

My answer to it is, that the forces we are furnishing military 
assistance to are forces that cannot be held back in a country that 
has pledged them to NATO. They are committed to NATO before 
they become eligible for military assistance. 

Senator Roperrson. If they are committed to NATO and we can 
direct where they are to serve, why did we sponsor the Lisbon con- 
ference in February 1951 to organize the European Defense Com- 
munity of these 6 nations? 


GERMAN FEDERAL REPUBLIC 


Mr. Nasu, That, sir, brings us to Germany. This is the big ques- 
tion on Germany. We have for the past several years been most 
anxious to bring the German federal republic, Western Germany, into 
this alliance of Western Europe because they have a great potential, 
not only military but a great industrial production. Their economy 
is erowing stronger. 

I am just back from there this week, and every trip I have made 
there has been an inspiration to see how those people are picking their 
problems up and really getting ahead with the solution of them. 

The political hurdle of how you can bring Germany into an effective 
unicen with countries with which it was at war, not once, but twice 
within our lives, is the touchiest political question we have on our 
hands so far as the European theater goes. 

It is our judgment, sir, that the best way to do it is through the 
ratification of the European Defense Community. 

(Discussion off the record.) 

Senator Ronertson, Is Luxembourg one of the six EDC countries? 

Mr. Nasu. Yes. 

Senator Rosertson. They do not have but 300,000 people. 

Mr. Nasu. There is no problem with Luxembourg, none whatever. 
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PAYMENT FOR TANKS 


Chairman Bringes. You have explained what we were doing on 
tanks, that we have been taking new tanks out of production and 
putting them in the American Army, and that we are taking our 
reconditioned tanks and giving those to our allies, which I agree is 
sound. 

Now, I want to ask you this so that we will get it clear. 

Are the new tanks that are delivered to our forces paid for out of 
our defense appropriation? 

Mr. Nasu. Yes, sir. 

Chairman Brivggs. Is the cost of reconditioning the tanks paid out 
of military assistance funds? 

Mr. Nasu. Yes, sir. 

Chairman Bripesrs. What is the basis of the charge, what valuation 
do you put on the tank before you repair it, and how is that de- 
termined? 

Mr. Nasu. In the first place, the statute gave the Secretary of 
Defense, and still does, the authority to take either 1 of 2 formulas, 
to take the cost of the M-—26 tank as it was, the original cost, bring 
it up to date in terms of the rising indexes, labor, and material cost, 
and take that cost and charge that against the appropriation as being 
what you have the equivalent of when you have a fully rehabilitated 
M-—26 tank. 

AUTHORITY FOR ACTION 


That is one of the alternatives. The authority for this action is 
section 403 (c). 

The terms ‘‘value”’ as used in this subsection, means with respect to any non- 
excess equipment or materials which are taken from the mobilization reserve, 
the actual or the projected cost of procuring for the mobilization reserve an equal 
amount of such equipment or materials or an equal quantity of equipment and 
materials of the same general type, but deemed to be more desirable for inclusion 
in the mobilization reserve than the equipment or materials furnished. 


Chairman Bripges. I would like to get this clear because it is 
mixed up in the minds of a lot of people. We will just take the value 
of a tank as $40,000. The cost of repairing it, we will say, is $20,000. 
That makes $60,000. There is no question about the $20,000, that 
is charged to military assistance. When you charge the $40,000, or 
whatever you set the value of the tank at outside of repairs, where 
does that money zo and how does it get back to us from your appro- 
priation, or does it? 

Mr. O’Hara. The price that is charged under this clause, sir, 
includes the cost of repair and rehabilitation. In other words, in 
your example where the acquisition cost was to be charged for the 
item and the acquisition cost was $40,000, the price that would be 
paid from these funds would be $40,000 which would go to the Army 
replacement account available at the current time. 

Twenty thousand dollars would be paid directly for the repair and 
the balance of $20,000 would be available for replacement of equip- 
ment. 

Chairman Brinces. That then goes from the foreign-aid appropria- 
tion into the replacement account of the United States Army and can 
be used by them without any action by us? 

Mr. O’Hara. Yes. 
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Chairman Bripces. Up to the end of the fiscal year? 

Mr. O'Hara. Yes. 

Chairman Brinaes. There have been a lot of questions raised on 
that and various members have ideas. Are we clear on that? 

Senator Haypren. Some members of the Senate have indicated 
that they do not intend to vote for any appropriation unless this 
NATO program is going to materialize. 

Mr. Nasu. I say it has happened; it is in being now. 


QUESTION OF UNIFIED COMMAND 


Senator Haypen. I am talking about a unified command where 
the French consent to their troops being sent anywhere in Europe. 

Mr. Nasu. Let me make that quite clear because it bas come now 
from two different questions. 

We have now a unified command. We do not have Germany in 
the picture. We would like to get Germany in the picture. The 
formula by which we hope to get Germany in the picture is through 
the so-cailed EDC. 

If the EDC is never ratified, we still have the forces of the NATO 
countries that are subject today to a unified command, so that 
General Gruenther can take those forces, unless he is directed otherwise 
by the NATO Council, and he can put them where he sees fit. 

He has now in Germany several French divisions. 

Now I want to make this very clear that we have now and have 
had for the past 2 or 3 years, ever since April 1952, when General 
Eisenhower went over first to be supreme allied commander in Europe, 
a supreme allied command, and he can take the forces of all of the 
14 NATO countries, including the United States, Canada, Greece, and 
Turkey, and deploy those forces that are committed to his command, 
where he thinks they should be best deployed. 

That does not depend in any respect upon the ratification of the 
EDC. 

The ratification of the EDC brings about a European army which 
will be within the NATO command if it comes about, but which if it 
does not come about, will still leave 5 of the 6 members of the EDC 
with forces now committed to the Supreme Allied Command. 

Sut it will not bring Germany into NATO. 

Senator Rosrrrson. You have the five forces, but if you wait until 
war starts you have forces speaking Irench, Dutch, Italian; they have 
never been maneuvered, you have no integration. 

When can we get those troops into Western Germany and unify 
them so that they know who their commander is and who can talk 
and understand what is going on? You cannot wait until D-day to 
do that. 

Mr. Nasu. Senator, we have that now. 

I went through every NATO country where we have a military 
assistance program last July, just a year ago. I saw them teaching 
their troops. I saw Belgians sitting down around a fellow and going 
over the signal that is used from one airplane to another, “Over, 
Roger,”’ trying to spell out “Over, Roger’ to get uniform exchange 
signals back and forth. 
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SHAPE headquarters has been maneuvering these forces, working 
them back and forth in Germany; the French, Belgians, Dutch, and 
United States, 

PROGRESS IN INTEGRATION 


General Gruenther is the chap to address that question to, because 
that is his job. He is supposed to weld these various armies of 
different languages together. They have made remarkable progress. 

But 1 would prefer you to ask him the question and see how he 
thinks it is coming. 

I do want to correct the impression, and I am literally shocked to 
find that members of this committee share the impression, that this 
effort is still a theory and not a reality. This strength I speak of is 
existing strength. It is not yet what it has to be to be a really solid 
thing. 

We have to have the backup, the support, the ammunition reserve, 
which the money we are asking for will finance. But what we have 
now is not a paper proposition. It is not something that the Supreme 
Allied Commander has no control over at all. 

It is a unified command. The one big gap is Germany. 

Senator Rosertson. Do you think that you have sold that idea to 
the American people? Are we the only ones in the country that have 
any doubts about whether all these troops can be brought together 
under a unified command? 

Mr. Nasu. Obviously not. 

Senator Haypren. You had better pass the word to General 
Gruenther to make that perfectly clear. 

I am telling you that one Senator and another has indicated to me 
he simply thinks we have done a little here, a little there, a little some- 
where else, but there is no power, no authority in Europe today, there 
will not be, until this final ratification that will bring Germany in 
actually takes place. 

Mr. Nasu. There we go, as American salesmen we always oversell 
our product. We want to sell EDC. We think it is the best way to 
bring about the unification political’ y of Western Europe. We think 
it is the best way for the French Ariny and the German Army to get 
together. 

So we have oversold EDC and brought about the impression that 
without EDC everything is a complete failure. 

I think it is going to be ratified before the end of the year. If it is 
not ratified, | am not one to say that the world comes to an end. [| 
am rather one to say that there must be some other means found. 

Sut that is the only thing with respect to a unified command that 
we do not have now. 

With respect to the other five members, the Dutch, the Belgians, 
Luxembourgers, French, Italians, they are under a Supreme Allied 
Command right now, they are being welded together in an effective 
fighting force. 

Senator DworsHak. During the debate on the authorization for 
MSA recently in the Senate, there appeared to be considerable con- 
fusion as to the amount of funds unobligated or unexpended which 
thus created the problem of whether we had to appropriate the.full 
amount of the authorization for military purposes. 
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Now, Mr. Nash, I want to give a little continuity and I want you 
to clarify this which I think you can do. 


STATEMENT OF SECRETARY WILSON 


In the Mutual Security Act hearings before the Foreign Relations 
Committee, on page 106, I quote this testimony of Secretary Wilson: 

The total allocated to defense up through the fiscal year 1953 was about $15 
billion. Of that, $12.3 billion has been obligated. That leaves an unobligated 
balance as of the end of March of $2.7 billion. Now of the $12.3 billion, $5.9 
billion has been expended. The money has been spent and gone. That leaves 
$9.1 billion unexpended as of March 31. However, the rate of obligation and 
expenditures is stepping up. I keep that in mind. 


REPORT OF FOREIGN RELATIONS COMMITTEE 


Then I pick up the report of the Foreign Relations Committee on 
this authorization and I quote briefly under the heading ‘‘ Unobligated 
and Unexpended Balances”’: 

The committee examined most carefully the status of unobligated and unex- 
pended funds still available for mutual assistance purposes. It is estimated 
some $9.9 billion will remain unexpended and approximately $1.6 billion unobli- 
gated as of June 30, suggested in some quarters that it might not be necessary to 
authorize additional funds for the coming fiscal year. 

Then I pick up your statement—— 

Chairman Bripces. What are you reading from, Senator? 

Senator Dworsnak. That is the report of the Senate Committee 
on Foreign Relations on the authorization bill which indicates that 
even in their minds there was considerable doubt and confusion as 
to the status of unobligated and unexpended funds. 

rT + 

Then I refer to your statement, Mr. Nash, and I quote: 

We estimate that at the end of fiscal year 1953 we had about $8.5 billion 
unexpended. Admittedly that is a larger balance than we and everyone else 
would like to see, but is must be borne in mind that every dollar of it represents 
specific items of military equipment which are required by forces either actually 
in being or which we know: will be mobilized as of the time the equipment is 
delivered. About $2 billion of that amount is in offshore procurement con- 
tracts and the remainder is for materiel being procured in the United States. 


CONTINUITY IN MILITARY DEFENSE PROGRAM 


Now as you check these statements from various sources, Secretary 
Wilson, the committee, and your statement, I still believe that we 
have not clarified the specific situation concerning unobligated or 
unexpended funds so that this committee will know accurately what 
is required to present continuity in this military defense program. 

Chairman Bringss. I hold in my hand a set of figures which was 
given to the staff of this committee by MSA which is entirely differ- 
ent from the figures that Senator Dworshak has quoted. So that we 
have three approaches. 

Now, certainly we ought to get together on the figures. 

Mr. Nasu. Mr. Chairman, if I can speak to those figures so far 
that have been quoted, if I can carry them in my head, this $9.8 
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billion unexpended balance I think is pretty close to the $9.9 billion. 
It is $9,862 million unexpended balance overall, the entire mutual 
security program, not just the military-assistance program. 

Mr. Hatasy. The figures that Senator Dworshak quoted in the 
Senate report on the mutual security bill were for the entire program, 
Senator, not just the military. 

Senator DworsHak. I realize that. 

Mr. Hatasy. That is the difference. 

Senator Dworsuak. How much was for economic aid and how 
much for military aid? 

Mr. Hatasy. That is a question for Mr. Stassen. His comptroller 
is here. 

Mr. Nasu. I will stand on the figure in my statement here. 

Senator Corpon. Let us get the facts. 

Mr. Nasu. With respect to the unexpended balance on the defense 
side, the military-aid program, Mr. Wilson was speaking as of March 
31, it is as of June 30 in the order of $8.5 billion. 

Senator Corpon. What is the difference between that and the $9.9 
billion? Would the difference represent the unexpended balances for 
other purposes? 

Mr. Mourpuy. We have now the figures which indicate from the 
Treasury daily statement expenditures in fiscal 1953 totaling $5.5 
billion. 

That leaves the overall program as of June 30 in possession of $10.3 
billion unexpended. Mr. Nash has spoken of the portion of that 
$10.3 billion relating to programs administered by the Department of 
Defense. The difference, of course, relates to the economic and de- 
fense support programs, and point 4, and the various contributions to 
United Nations organizations and so forth which makes up the rest of 
the mutual security program. 


UNEXPENDED BALANCE 


Senator Corpon. Mr. Chairman, are we getting any information 
with respect to this unexpended balance, as to when it was obligated, 
fer what it was obligated, and the extent to which those obligations 
are being met? 

Mr. Nasu. I would like to speak to that. 

Speaking only to that which is defense and which I round off as 
$8% billion because the latest expenditures right up to June 30 are 
being tabulated right now, as the statement shows there are approxi- 
mately $2 billion representing firm contracts that have been placed 
in the last 18 months in Europe under this program of offshore pro- 
curement. 

Senator Corpon. Contracts for what? 

Mr. Nasu. Contracts for ammunition in large quantities, con- 
tracts for planes, contracts for electronics equipment, those three 
items principally. 

Senator Dongen How do those contracts compare with similar 


contracts made in this country with respect to the cost per unit? 
Mr. Nasu. Overall the offshore program, offshore procurement 
program in Europe, is being placed more cheaply. I Jeft out maval 
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vessels, minesweepers. That is one example of an item that is being 
procured much more cheaply abroad than at home. 

Overall, the cost is less than it would be to the United States. 

Senator Corpon. Less might be $100 on $8% billion. How much 
less? Let us get something that we can put our finger on. 

Mr. Hautasy. We will give you the comparable prices on any item 
you wish sir; in the aggregate it is somewhere between 15 and 25 
percent less. 

Senator Corpvon. You cannot give any closer than that? 

Mr. Hatasy. What items? 

Senator Corpon. I want an average. 

Mr. Hauasy. Fifteen to twenty-five percent is the best because 
the factors in comparing the United States price with the European 
price are so complicated that I do not want to mislead you by telling 
you that we know precisely. 

I will give you 15 percent as my best estimate of the price discount. 
That is my best estimate of the price discount. 


EXPENDITURE FOR NAVAL VESSELS 


Senator Corpon. Suppose you divide this thing into categories. 
You have minesweepers. You are not having too many minesweepers. 
If you do not know the price in this country I will get you the contract 
price; they make some in my part of the country. 

Mr. Hatany. We are buying under this program $200 million, 
$236 million, worth of navy vessels. Those are minesweepers, net 
tenders, escort craft. On the minesweepers, and we get these data 
from the Navy who have looked into it very carefully, the comparable 
prices L believe are $2,300,000 in the United States and about $2 
million overseas. 

1 will check those and give you the precise figures. 

Commander Rypren. They are $2.7 million in the United States 
and $1.8 million in the offshore procurement program. 

Senator Corpon. That takes care of minesweepers. What other 
data can vou give us? 


INTERCEPTOR-TYPE AIRCRAFT 


Mr. Hatany. Let us take an interceptor-type aircraft. The 
Hawker-Hunier aircraft which we are purchasing is coming to us at a 
flyaway cost of $205,000 per airplane. 

Now there are two interceptor, American interceptor models, that 
we have to compare with, the F—86 F at $225,000, approximately, and 
the F-86 H at about $400,000. 

Now the F-86 H is a much heavier plane, it will perform more 
missions than the Hawker-Hunter, and it costs twice as much. 

The F-86 F, the one fighting in Korea now, has been in volume 
production for almost 4 years and naturally is coming off the line at a 
lower cost. 

Senator Corpon. Does the Air Force agree with you that the 
Hawker-Hunter plane is the equivalent of the F-86 F? 

Mr. Hauasy. It does. It is superior in some respects. It was so 
testified in the House Foreign Affairs Committee. 

Senator Corpon. Who builds the Hawker-Hunter? 
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Mr. Hatasy. Hawker-Sidley group in the United Kingdom. 

Senator Corpon. We have a mine sweeper and an aircraft inter- 
ceptor. 

Mr. Hauasy. I wil! ask Colonel Corbett to describe the 155 milli- 
meter howitzer. 

Senator Corpon. We do not need to go into this by item. Take 
your offshore procurement in the categories and give us the comparable 
prices. Give it to us for the record. 

Mr. Nasu. Yes; we will. 

(The information referred to, being classified, was filed with the 
committee.) 

Senator Smiru. I would like to ask a question right there. 

Could you give us at the same time the percentage of our production 
of all items in offshore procurement? 

Mr. Hauasy. I can give it to you right now. There are approxi- 
mately $14 billion in the mutual defense assistance program for the 
procurement of military materiel. Of that amount, $2,150 million has 
been placed offshore. Approximate ly $1 out of $7 is | coing offshore. 

Senator Smiru. Satisfactorily? 

Mr. Hatapy. We believe so. 

Senator Smirx. The production is satisfactory? 

Mr. Hatapy. The program has been in progress for 15 months. 
There are some slippages already. There are also some cases where we 
are getting deliveries ahead of the production schedule, 

Mr. Nasu. To come back to Se a Dworshak’s question, which I 
was in the middle of answering, $2 billion of offshore procurement 
contracts, as Mr. Halaby has just said, has not been under way long 
enough to get a large volume of deliveries. 

So, in general $2 billion of that $8% billion of unexpended balances 
represents our offshore procurement program today. 

(Discussion off the record.) 

Senator DworsHak. Have you expended any of that money? 

Mr. Nasu. We do not count an expenditure until the item is 
delivered or shipped. 

Senator DworsHaKk. What is that intended for? What are those 
funds to be expended for on behalf of Germany? 

(Discussion off the record.) 

Senator Corpon. You have spent the money? 

Mr. Nasu. There has been my argument along time. I have been 
urging on our bookkeepers that they let us charge as expenditure, 
money expended when we have the property in being. The rules call 
for our charging it as an expenditure only when it is shipped. 

Senator Corpon. Did you ever know that before, Mr. Chairman? 

We do not have the slightest idea how much money is unexpended. 

Mr. Nasu. In this $84 billion I am trying to add up to, you will 
find a large amount for ammunition. 

The reason that it bas not been expended is because ammunition 
is in tight production. It is beginning to flow out, but there is $2 
billion for that. 

You have half a billion dollars in there for Navy vessels, which 
have a long lead time. You have aircraft and aeronautical equip- 
ment of $2 billion, which have a long lead time, 3 years. 

You see, what you have in that $8% billion are hard goods that are 
in production for which forces are being developed. We hope we will 
have the production just as soon as the forces are in being. 
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But of the greatest importance and the reason why it would hurt us 
so much if we had to cut into that, is that what you would do is to 
make us take whatever new money we might get and pay for contracts 
that are under way now. We cannot cancel those contracts without 
ere more of a loss for the United States than to go through and 
inish 1. 


AMMUNITION UNDER CONTRACT 


Senator Smrra. Mr. Chairman, I might say to the Senator from 
Oregon that during the hearings we kept hearing that there was a big 
shortage of ammunition in Europe. I have been bothered lately by 
the reports I have seen in the papers, and I hope, Mr. Secretary, 
that you and I can sit down and talk it over. 

But for this record and since the Senator from Oregon has raised 
the question, will you tell us what percentage of the NATO production 
of ammunition is being procured as a part of this offshore procurement 
program? 

Mr. Hatasy. We can give you the exact figure and then give you 
the percentage. The ammunition that was under contract as of my 
latest figure on June 20, about 3 weeks ago, is $735.6 million in the 
Army. 

Senator Corvon. Was that offshore? 

Mr. Hatasy. Offshore. The Europeans, according to the best 
figures we have, are procuring on their own account slightly less than 
$600 million. 

Senator Smrra. Are there NATO ammunition facilities with which 
reserve status could be built? 

Mr. Hauapy. Yes; there are. We have a whole presentation on 
the offshore procurement program and there is a very interesting 
detailed story on it, with all the facts and figures. We have in the 
last 15 months greatly stepped up the orders offshore so that they will 
have the ammunition coming off the line to their forces from their own 
factories. We will have in these factories in France and the United 
Kingdom, Belgium, and Italy, a mobilization base for ammunition to 
be produced in wartime. 

Incidentally, they get a lot of economic benefits out of our orders 
over there and, therefore, the amount required for the grant aid pro- 
gram is proportionately reduced. 

We feel that if you will continue this program we can build up in 
Europe an ammunition production potential which during the first 
6 months of wartime might be the difference between defeat and 
success. 

Senator Corpon. Do we furnish capital to either rehabilitate or to 
add to or make the original construction of any of the facilities which 
are furnishing ammunition in Europe? 

Mr. Hatasy. Sir, there is a specific provision in the Mutual 
Defense Assistance Act that we cannot pay for construction, bricks, 
mortar, and so on, of any facilities. 

However, through placing orders for end items, ammunition, vessels, 
aircraft, in a businesslike way, they are expanding some of their 
facilities. They are building up the kind of mobilization base in 
Europe with which we hope to see them take over this load. 

This is one of the self-liquidating features. 
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PROGRESS PAYMENTS 


Senator Corpon. Are we making advance payments? 

Mr. Hatasy. We are making some hard headed contracts, sir. 

Senator Corpon. Are we making some advance payments to them 
on account of our procurement contracts? 

Mr. Hatasy. No, sir. We are paying some progress payments on 
naval vessels and aircraft just as we do in the United States, but we 
have in this program this year, which I will go into in as much detail 
as you want later, what we call facilities assistance. 

But that does not call for our paying for any bricks and mortar. 
It is about a $35 million to $50 million program, a new program, and 
we want to go into it in detail. The program calls for our jointly 
financing with the country, the expansion of some production of 
propellants and explosives. That is one of the bottlenecks now to 
their production of ammunition. 

Senator Smirx. Are those going to be new facilities or are you 
repairing and remodeling? 

Mr. Hatasy. Under a contribution which we make to the NATO 
program, that is, we would put in about half of what they would put 
in, various factories in France, in Italy, in Portugal, would step up 
their production of nitroglycerin, nitrocellulose, and other explosive 
and propellants so that this bottleneck in propellants would be broken. 


CORRELATED WEAPON PRODUCTION PROGRAM 


It isa correlated NATO program. We put in a certain amount and 
they put in a similar amount, 

Senator Smira. How much of your production difficulty is due to 
the difference of caliber of weapons between the United States and 
the European countries? 

Mr. Hauasy. I would say that there are too many weapons of too 
many different types being produced at the present time. 

We are tackling that problem in two ways. One, our end-item 
program has all United States types in it, and, therefore, since we are 
providing the bulk of the arms, that will tend to standardize. The 
ammunition contracts we are placing are primarily to provide ammuni- 
tion for United States type weapons. 

So that the specification we give them to build, let us say, a 105 
milimeter round is the specification that we use in building a similar 
round in the United States. 

Therefore, through our off-shore procurement, through our end-item 
aid, we are standardizing on a fewer number of types to a much 
greater extent than ever before. 

Senator SmirH. You say greater than ever before. How great is 
that? 

As one of the previous Senators said, it might be 10 percent; it 
might be 90 percent; it might be 1 percent. 

Mr. Haxasy. I believe there are nine different types of sub- 
machine guns being produced in NATO now in this NATO corelated 
production program. We have sent several of our experts over -to 
assist from industry and from government. NATO is now going to 
drop down to two types that they are going to standardize on. We 
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do not have to put in a nickel. They are going to standardiza with 
their own funds in this case. 

Now on the fighter production program of their fighters. NATO 
countries had planned about 2 years ago to build a whole vari: sty of 
interceptors. The Dutch were going to build their own design. 
The French had several designs, the British had 5 or 6. The Italians 
had a couple. 

As a result of an agreement in NATO just a year ago, they are 
now going to concentrate on the Hawker-Hunter in “the United 
Kingdom, the Mystere Mark IV io France, and an American type 
of fighter in Italy, the F-86—-D. 

So, instead of having a whole family of fighters, we are going to 
have concentration on 3 or 4 types. 

That is something we have not been able to accomplish in the 
United States because we have, for a variety of good research and 
development reasons, been experimenting with a very large number 
of different fighter types. We have been doing that ever since 
flying began. 

Senator Corvon. You are not in anywise preventing the NATO 
countries from carrying on their experiments in the same field, are you? 

In other words, these particular planes are not the ultimate? 

Mr. Hatasy. That is right. We have no veto over their budget, 
but we are, through this program, encouraging them to concentrate 
and standardize, and I think in the last year we have made very good 
success. 

Mr. Nasu. I think Senator Cordon has put his finger on a very 
important point, and that is that standardization is a very useful thing 
up to a point. You can carry it too far, particularly in the rapidly 
evolving field like fighter aircraft. There have been some great de- 
velopments. 

Senator Corpvon. We might have standardized on the B-36. 

Senator Suirxu. Mr. Chairman, ammunition is pretty small in com- 
parison to the rest of the program, but it is a pretty important part 
of the program. I am wondering how far you are getting, if these 
facilities you speak of are just in the beginning. Are you getting pro- 
duction started, or are they just beginning? 

Mr. Nasu. In the summary of this unexpended $8.5 billion, we have 
$2 billion worth of this ammunition. Of that $2 billion, $750 million 
is in Europe in offshore procurement. The other $1% billion is in 
United States, which as you know from committee studies, is beginning 
to flow. 

Senator Smirx. What are the countries of NATO doing is what 
concerns me. What are their problems and if they are showing any 
interest in doing their part, which sometimes appears they are not. 


AMMUNITION PRODUCTION AND STORAGE 


Mr. Nasu. We have a good story on that. As I told you when I 
met with you before, I went to Europe. I went over there to look 
at the NATO ammunition picture, and also look at their ability to 
store ammunition. As Mr. Wilson said to you, we are developing 
now an ammunition production here in the United States where we 
can ship very large amounts of ammunition to Europe so long as we 
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can be satisfied that they have adequate storage facilities to take care 
of it without deterioration. 

I have brought back with me from Europe some rather extensive 
data which are now being ussimilated in a report for your subcom- 
mittee. We hope to be able to present it to you next week. 

Senator SmirH. It seems to me, if you have three-quarters of a 
billion dollars to spend for the production of ammunition in the 
NATO countries, that that would go a long way toward helping 
them in their economy as well as helping us in the overall military 
picture. 

Mr. Nasu. That is correct. 

Of this new money we are asking, $3.6 billion, we are planning to 
put in offshore procurement, and in ammunition in large part, be- 
tween $1.2 billion and $1.5 billion. 

Mr. Havasy. Here is a chart that shows the new program and 
where we propose to put it. Army ammunition, $631 million; Navy 
ammunition, $35 million; Air Force, about $80 million, a total of 
almost $750 million worth of ammunition. 

Senator Smirn. That is in production? 

Mr. Hatasy. That is what we would put into production. 

Senator Smiru. Are your facilities ready to put those into produc- 
tion or only on paper? 

Mr. Hanasy. The information we have from the military depart- 
ment says that there is both capacity in Europe and in the United 
States to absorb these orders which are requirements for the NATO 
forces. 

All we are trying to do is to bring the NATO forces up to a reason- 
ably safe war-reserve level. We are not reaching by any means what 
the Supreme Allied Commanders, Eisenhower, Ridgway, and now 
Gruenther, have said would be desirable. 

(Discussion off the record.) 

Senator Smiru. All of this is on paper? 

Mr. Hatasy. This is on paper, but there is a substantial amount 
in production 

Mr. Nasu. $2.1 billion is in production now. 

This is what we would do with new money. 

General Stewart. I want to say that we have, with funds previously 
appropriated, gotten into production now sufficient ammunition to 
provide a war reserve at United States combat rates for the United 
States weapons furnished up through the 1953 program. 

We have not delivered all that ammunition yet. We have not 
delivered a great deal of it, but it is financed, it is contracted for, and 
it is being delivered. 

(Discussion off the record.) 

General Stewart. I speak only of the military-assistance program. 
It has nothing to do with our forces at all. 

Senator Corpvon. We have six divisions over there. 

General Stewart. They are cared for by the service appropriation. 
This is for the military-assistance program I speak of. 

Senator Corpon. You balance that with the domestic, do you not? 

General Stewart. I am not sure I understood what you meant, sir. 

Senator Corpon. We have six divisions in Europe. We can 
assume that they are prepared to fight. 

(Discussion off the record.) 
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General Srrwarr. I do not have the exact figure, but I can assure 
you that they have on hand a considerable «mount. 

Mr. Nasu. Mr. Chairman, because there are limitetions on this 
committee’s time to hear the whole story of the offshore procurement 
program, I might say it has been laid out chartwise in great detail in 
the hearings before the Committee on Foreign Affairs in the House 
on H. R. 5710, Mutual Security Act extension, beginning on page 437 
and going over to page 461. 

Mr. Hatasy. The same hearings in the Senate, pages 316 to 357. 

Mr. Nasu. The fuller presentation was made in the House. 

Chaiiman Bringes. Let us place in our record the House testimony 
so that each Senator will have it. 

(The information referred to follows:) 


[Excerpt from House hearings on Mutual Security Act extension on Tuesday, 
May 19, 1953] 


STATEMENT OF HON. N. E. HALABY, DEPUTY ASSISTANT SECKE- 
TARY OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS 


Mr. Hatasy. This offshore procurement program was conceived 
in the late summer of 1951 and it was launched by a directive from 
Secretary Lovett in late August. 

We actually got ccganieet aaa started placing contracts last spring, 
during fiscal year 1952. The bulk of them were placed in the last 
quarter of the fiscal year. 

The new program which we will lay out to you is a continuation 
you might say that this program has been conceived by Mr. Lovett 
and Mr. Foster, a banker and an industrialist, and it is being carried 
on and pushed forward by Mr. Wilson and Mr. Kyes, two great 
production men. 

We believe we have been getting our money’s worth in this program. 

We want to, today and in the future, get your ideas. We want to 
work out the best possible program we can for fiscal year 1954. We 
believe your visits to Europe and the ideas you may have can be 
extremely useful and where they improve the program they will be 
used, 

We have an enormous amount of data. I have here in front of 
me, for example, copies of summaries of the contracts that have been 
let up to March of this year. We have any amount of detail that you 
may want. We want to give you all the facts, the good and the bad, 
and all the data that you want. 

Now, I said a moment ago that we thought we were getting our 
money’s worth. I think the thesis of this offshore procurement pro- 
gram really is that these are triple-duty dollars. In the first place, 
they buy hardware for the end-item program. In the second place 
they build military production in Europe toward a self-supporting 
defense production. Incidental to the first two duties they provide 
economic benefits. They provide dollars with which to help close the 
balance-of-payments deficits; they provide an increase in the gross 
national product of these countries; they provide ere and 
they provide a renewed spirit in some of the peoples of these countries 
because they feel that they are earning their way. 

They are earning self-defense, you might say. 
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In a sense these 3 purposes also strike at 3 threats to Europe. In 
the first case, the hardware is the kind of thing tuat the Communists 
respect. In the second place, the mobilization base which we are help- 
ing to create is one that will be available, in being, in a greater emer- 
gency than the present, if one arises. a 

Finally, one of the greatest problems of all, morale, spirit, deter- 
mination, is improved, we believe, by the fact that these are hard- 
working dollars which are being put to use in the form of earnings. 

I would now like briefly to lay out 10 reasons why it seems to us to 
be a very good piece of business to place some of these end-item con- 
tracts overseas. 

In the first place, it fills an urgent requirement. This program fills 
urgent military requirements for aircraft, minesweepers, ammunition, 
radar, and similar items. Those are among the highest deficiencies, as 
General Ridgway told you yesterday. 

In the second place, the production is on the spot where the equip- 
ment is going to be used and therefore the replacement problem is 
simplified. 

Chairman Cutrerrievp. What if Russia overruns Europe? 

Mr. Hauapy. If Russia overruns Europe, there are lots of changes 
that would be made in this whole program. 

(Discussion off the record.) 

Mr. Harrison. In that connection, you are not building any new in- 
dustrial installations, but are utilizing a part of such facilities as are 
there ? 

Mr. Hatapy. That is correct, sir. With regard to production of end 
items, however, there is expansion going on because to get the order 
and fulfill it they may have to expand, modernize, or improve their 
facilities, but there are no construction contracts. 

Mrs. Cuurcu. What proportion of the amount you are asking for 
offshore procurement is going into the expansion of plants? 

Mr. Hatapy. We have not that figure. It would be most difficult, 
if not impossible, to obtain in a short time. If we can come to that 
question a little bit later in some of the data I will present to you, 
I believe you can get a general idea, but, unfortunately—in the over 
400 contracts that have been let—in each case, we do not have an esti- 
mate of just how much plant expansion they undertake to do. 

Mrs. Cuurcu. You do not mind if I come back to the question later ? 

Mr. Hatrasy. I cannot promise to give you very much of an answer. 

Chairman Currrerrretp. How much is in this new program of $5.8 
billion for offshore procurement ? 

Mr. Hauasy. I have that at the very end and, if I could build up to 
it, 1 would appreciate it. 

Mr. Woop. I believe Mr. Halaby may have misunderstood Mrs. 
Church’s question. The amount he is talking about that is included 
in this request includes funds for the purchase offshore of the military 
end items and does not include any funds for construction. 

It may be, as they will tell you later, that we might wish to use a 
small amount of this for the provision of certain necessary tools and 
things of that sort, but the amount Mr. Halaby is now talking about, 
Mrs. Church, does not include any funds for construction of plant 
overseas as such but rather the funds for the purchase of the military 
end items. I think Mr. Halaby was mentioning or thinking of the 
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funds which the countries themselves might put into construction. 
Is that correct ? 

Mr. Hatapy. No. I believe she was asking what plant expansion 
results from the placement of these contracts. 

Mr. Woop. With the funds of the Europeans? 

Mrs. Cuurcnu. No, with our funds. 

I understood Mr. Halaby to say that we were putting in no funds 
for construction but under the program there would be expansion and 
my question was, what percentage of the funds we are being asked 
for would go for expansion of existing plants. 

Mr. Hatxasy. Since we have gone into it at this point I think I had 
better give you my best answer and that is I do not know. However, 
we could, I suppose, over the coming weeks, get you an estimate of that. 

You can imagine the problem of getting that answer with respect 
to United States production. What the percentage of the total that 
we have spent over the last 5 postwar years has gone into plant ex- 
pansion? It would be a terrific statistical job to get you that informa- 
tion. 

We will go back and think about it and try to give you an aaswer 
to that question but as of the moment I do not know. 

Mrs. Cuurcu. I would like very much to have it eventually. 

Mr. Hatasy. Just to summarize very quickly, we fulfill urgent mili- 
tary requirements. We do it on the spot where maintenance and 
replacement is simplified. Third, we create what you might call a 
minimum mobilization base in Europe. Fourth, the packing, han- 
dling, crating, and transportation problem is greatly eased, particu- 
larly with respect to heavy items like ammunition which are consumed 
at a high rate. Fifth, incidental to this program we reduce the re- 
quirements for dollar aid. Sixth, there is an impetus built into this 
program toward self-supporting military production in Europe. 
Seventh, there is a multiplier effect here. For example, in the NATO 
aircraft production program, our funds combined with theirs get a 
total number of aircraft produced that is larger than what would 
have otherwise have been produced. One dollar in the aircraft pro- 
curement field is returning more than $1 worth of airplanes. Eighth, 
through combined planning which has been going on in this program, 
we are moving slowly toward standardization, not at any gallop but 
more toward a gradual improvement in the situation. Ninth, there is 
as a result of this program improved technology, greater skilled labor 
pools, and related benefits in Europe. Finally, I emphasize again 
there is a morale improvement which comes from earning, rather than 
receiving what often seems like charity. 

Now, if I can get right into the program itself, I believe you have 
before you a booklet. This was intended to provide the committee 
with all the information that we have available, and we are prepared 
to supplement it with everything that is available in Washington as 
of this morning. 

Now, if I can go right to the program and come back and show how 
we developed the program. 

(A chart was referred to entitled, “Offshore Procurement by Serv- 
ice and Commodity (in Millions of Dollars).”) 

Mr. Hatasy. This is the second chart in your book. This is “Off- 
shore Procurement by Service and Commodity (in Millions of 
Dollars) .” 
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It shows data on contracts placed up to the second of May, 1953. I 
am sure you realize this data is being supplemented by more recent 
data on a weekly basis. For example as of the 13th of May, this 
figure had increased from $705.4 million in the case of the Army, to 
$812.5 million. 

Mr. Vorys. When does it start ? 

Mr. Havasy. Fiscal 1952. The solid bar is fiscal 1952. The striped 
bar is fiscal year 1953. 

Mr. Vorys. That is all cumulative, the $705 million? 

Mr. Hatasy. It is cumulative, fiscal 1952-53, up to May 2. 

The red is Army, the blue Navy, and the Yellow is Air Force. 

We have broken these figures down another way. 

(A chart was referred to entitled, “Offshore Procurement by Coun- 
try (in Millions of Dollars)” and is herewith inserted.) 

Mr. Hanany. This is broken down by country and the smaller 
chart shows what remains to be done in the remainder of this fiscal 
year. 

You will note that France has by far the largest number of con- 
tracts or the largest dollar value of contracts. The British are 
second. 

Mr. Vorys. In the previous chart, the cross-hatched part, is that 
fiscal year 1953 ¢ 

Mr. Hanasy. Up to the 2d of May. 

Mr. Vorys. On that chart, it says, “Special or specific military 
support.” What is the nature of that offshore procurement? 

Mr. Hatasy. The special military-support procurement is spe- 
cifically for France. This is the procurement which has been under- 
taken in the last’2 years to provide United States financing of French 
contracts that would otherwise have to be canceled. 

Mr. Vorys. It would be for one of the catgories of electronics, am- 
munition, or something like that ? 

Mr. Hatasy. That is correct, sir. We can break that down for you 
by type, if you wish, or by category. 

Mr. Vorys. It would appear on the chart that that is a kind of thing 
like a combat vehicle or an aircraft, an item of military support. 

I do not get it. Maybe the rest of the committee understands it. 

Mr. Hatapy. The special military support is broken down here by 
Army items, approximately $150 million; by Navy items, something 
on the order of $60 million; by Air Force items of something around 
$60 million or $70 million. 

We can give you the amounts by category, if you wish them. This 
is the only country in which we have this special form of military 
support. 

Chairman Cureerrretp. Why is it separated from the other ? 

Mr. Hatapy. I say this is the only country in which it is accom- 
plished. 

Mrs. Bouron. What is the purpose of that? 

Mr. Haxasy. The purpose of that is special military support. 

Mrs. Bouron. Yes, but what does that mean? 


Mr. Haxany. That means that we are, through procurement, pick- 
ing up contracts which the French would otherwise have canceled. 

Mrs. Bouton. On the basis of their need, because of Indochina ? 

Mr. Hatapy. Largely on the basis of their NATO, their Mediter- 
ranean, and their Indochina needs. 
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Mrs. Borron. Are they broken down in that way anywhere? 

Mr. Harapy. No, they are not. I believe we can trace items that 
have gone to Indochina. 

Mrs. Bouron. My purpose was merely asking how much are we 
paying for the Indochina war. 

Mr. Haxasy. That is not on my list, Mrs. Bolton. I am sure that 


that can be explained later. 
Mrs. Boron. The question has been brought up a number of times 


in the committee. 

Mr. Vorys. It is budgetary support, is it not, according to this? 

Chairman Curprrrievp. It is defense support. You know what I 
am talking about. 

Mr. Vorys. It is labeled “Budgetary support,” here in your book. 

Mr. Hanasy. All of the end item program is budgetary support in 
that we are providing things that would normally come out of the 
national defense budget of a country. 

This has been specifically brought out because it is different from 
all, though closely related to the regular, offshore procurement pro- 
gram which we are also describing today. 

Mr. Vorys. That is right, but it is labeled here as budgetary sup- 
port. What is the difference of this item of $268 million and all the 
other offshore procurement? Did we pick up contracts they would 
have canceled otherwise? 

Mr. Hatasy. That is right. 

Mr. Vorys. Are they contracts that NATO or somebody would have 
approved originally ? 

Mr. Hatasy. They are all for items that are military requirements 
for the French forces in NATO or the Mediterranean area or Indo- 
china. They are for militarily acceptable items and they have been 
screened through our MAAG machinery. 

I appreciate that when you hear so many labels for the kind of sup- 
port we are providing, this one may be a new one, but we are not 
trying to hide anything. We are not trying to put any special kind 
of military procurement under normal offshore procurement. We 
want to flag it for you and come to you and explain it. 

Mr. Vorys. I appreciate your flagging it but I do not see what is 
special about it. 

Mr. Hatary. Let me explain the program. Mr. Wood and State 
and MSA witnesses can explain the reason for the program but here 
is the program: Normally when we develop our end item program as 
General Stewart will tell you, if he has not already, we get the force 
basis. We then translate that into war materiel. We subtract from 
those end-item requirements the items that we have on hand, the assets 
on hand. We subtract items that they have in their production and 
their procurement program and we subtract the items that are already 
in our pipeline, that are already authorized, and we get end-item 
deficiencies. 

In the French case both last year and this year it was found that 
those deficiencies had been computed on a basis that the French were 
not going to fully meet. 

_ The French budgetary resources were not sufficient to meet all of the 
items we had been assuming they were going to provide for themselves. 
When that situation came to light, it went to the Cabinet level—Mr. 
Wood can explain all the background on it and it was decided to 
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provide those items from United States procurement instead of from 
French procurement of these items. Map et 

In fiscal year 1952, that totaled about $177 million, and for fiscal 
year 1953, to date, another $90 million, and more is on its way. 

“ Mr. LeComrre. That procurement is in the name of the United 
States, or NATO? 

Mr. Hauapy. It is in the name of the United States, sir. 

Mr. LeCompte. That is the way you want it, is it? 

Those are items that the French have canceled ¢ 

Mr. Hatany. Would have canceled if they had been unable to 
transfer the contracts to the United States. 

Mrs. Bouton. We are picking up the check. 

Mr. LeCompte. Why would it not be in the name of the North 
Atlantic Treaty countries ¢ 

Mr. Hatasy. Well, the North Atlantic Treaty is a coalition of coun- 
tries to which the United States and Canada are providing a large 
amount of resources. 

Mr. LeCompte. Sure enough. 

Mr. Hatasy. This is one way of providing resources to the French. 

Chairman Curirerrietp. Mr. Bentley wants to ask a question, Mr. 
Harrison and then Mrs. Kelly. 

Mr. Bentley first. 

Mr. Bentiey. Were these contracts originally placed by the French 
Government ¢ 

Mr. Hatasy. Yes. 

Mr. Bentiey. Was there any system of bidding on those contracts 
when they were placed ? 

Mr. Hatasy. I am not so familiar with the French procurement 
system that I would want to answer that directly. I can get that 
information for you and provide it for the record. (The information 
requested appears on p. 471.) 

Mr. Bentiey. I would like to know something about whether there 
is any effort to provide for competitive bidding at the time those con- 
tracts were originally placed. As long as we are going to pay for 
them, that is a valid question. 

Mr. Harasy. I cannot see, sir, that in view of the situation in which 
we found ourselves, how it would have made a great deal of difference 
how the contracts had been placed, since they are French contracts 
under French sovereignty. 

The important thing was to determine whether the items were 
required for French forces in Europe and the Mediterranean for fight- 
ing in Indochina and secondly, whether the French resources were 
going to pay for them or not. 

Mr. Bentiey. Yes, Mr. Halaby, but basically we are paying for 
them in the end, are we not, these particular contracts ? 

Mr. Hatasy. Yes, sir. 

Mr. Bentiey. Then, I would like to have some information on how 
they were originally placed. 

Mr. Hatasy. We will provide that. (The information requested 
appears on p. 471.) 
hairman Currerriep. Mrs. Kelly. 


Mrs. Kexiy. I can understand why we picked up special military 
support under offshore procurement last year but under the new pro- 
gram why did you not incorporate it in directing the contribution of 
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the French in that one line? Why do you make it special, just because 
it was French contracts started by the French people? It is not any 
new contracts anticipated but old ones obligated which they could not 
finish ; is that correct ? 

Mr. Hatasy. That is right. 

Mrs. Ketty. Is it a deficiency obligation which the United States 
is going to pick up indefinitely? It is part payment; is that right? 

Mr. Hatapny. These were equipment deficiencies that we had antici- 
pated they would fill. They did not fill them. In order to achieve a 
whole group of American objectives it was decided at the Cabinet level 
to fill them this way. 

In your new bill there is a provision not entirely unlike the way we 
did it here, for meeting their deficiency next year. 

Mrs. Keir. In other words, new contracts the French placed in 
1952. Itisin addition to all the other funds. 

Mr. Haxasy. In the things that will be covered in the 1954 pro- 
grams, the contracts have not yet been let for the most part but that 
is something for Governor Stassen’s representative to cover. 

Mr. Zasiockt. Were those contracts made at our request ? 

Mr. Hatany. No, they had already been placed under the French 
procurement system as Mr. Bentley pointed out. 

I wish I could give you all the information on the ins and outs of 
the French procurement system, but I just do not know it. 

Mrs. Ketiy. Will we be able to direct the distribution ? 

Mr. Harany. Oh, yes. So far as I know we have no intention of 
sending these items produced in France to other than French forces. 

Mrs. Ketiy. We will have no control over them as we will have in 
offshore procurement. 

Mr. Haxarny. We can tell them where we want them to go but since 
they procured them for their forces either in NATO, Africa, or Indo- 
china, we would not be in very good shape to specifically direct that 
so many 105-millimeter rounds go to such and such a division and so 
forth. 

I think we could step in under the contract and do that, but there is 
serious question as to whether as a matter of policy we want to do that. 

Chairman Cureerrietp. Mrs, Church 

Mrs. Cuurcu. My question deals with the financing of that pro- 
gram: Hew did we pay for the amount that we took over in French 
contracts last year, out of the offshore procurement program of 1952? 

Mr. Hatasy. The appropriation was for the military defense assist- 
ance program and out of that program we applied $177 million to 
this special military support. 

Mrs. Cuurcn. That is a little under a fifth of a billion dollars. I 
wonder how there happened to be that much unallocated in that orig- 
inal appropriation. 

Mr. Hatany. Well, we had to drop some other portions of the pro- 
gram for France, and I believe for some other countries that we had 
programed, in order to provide for these unanticipated deficiencies. 

Mrs. Cuvurcyu. What would hinder a country such as France in the 
future from overcommitting herself in the hope that we would pick 
up the tab, if we thus established a precedent ? 

Mr. Hatany. There are several hindrances to that. The first one 
is the NATO annual review process itself. 

Mrs. Cuurcu. If this goes to Indochina does it come under NATO? 
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Mr. Hauasy. The total French defense budget is under scrutiny in 
NATO. 

Mrs. Cuurcu. Mr. Chairman, may I develop one other thought at 
this moment ? 

Chairman Currerrretp. Yes. 

Mrs. Cuurcu. I wish to ask if the NATO countries have the right 
to review the non-NATO expenditures in each national budget. Is 
the United States military budget reviewed by NATO, too? 

Mr. Hatasy. The United States budget is set forth in answer to a 
NATO questionnaire and the facts are laid on the table. Questions 
are asked about it and some criticisms are made of it—Mr. Martin in 
the State Department is more of an authority on this—but to date I 
would say our military budget has not greatly changed in the light of 
the observations made by the other countries. 

Mrs. Cuurcn. Our atomic expenditures and everything else is 
brought to the review of the NATO countries? 

Mr. Hatasy. All our expenditures that come within the NATO 
category of defense expenditures are laid out, but not in great detail. 

For example nothing is said in detail about our atomic energy pro- 
gram. That would be a violation of the law. The Atomic ones 
Act prevents that. 

Mrs. Cuurcn. I repeat that I hope the other countries do not get 
the idea that they cannot make their contracts and that we will pick 
up the tab. 

Mr. Hatasy. As has been pointed out, the whole French end-item 
program is a form of meeting French requirements with American 
resources. 

Mr. Harrtson. Is it not a question of which pocket you take it out 
of? You either pick up contracts that they have made or you go out 
and make new contracts for them. It is merely a distinction without 
a difference, or is it? 

Mr. Hatasy. I would say on that point, sir, the most striking dif- 
ference is that we do not expect to allocate any of the items bought 
with this special military support fund, to other countries, whereas 
all of the stuff we are buying in the United Kingdom or Italy or 
Belgium, are allocated as the military authorities think best. 

In this case it is in France or France and Indochina, north Africa, 
and so on. 

However, in Belgium we allocate it wherever we wish. 

Legally I think we could allocate this stuff, but it is of French type 
predominanty, and it is peculiarly designed for French forces. There- 
fore, we have no expectation of allocating it away from France. 

We reserve the right but we do not expect to exercise it. 

Chairman Currerrtevp. Following your suggestion, we might have 
Mr. Martin make an explanation. I understand from Mr. Wood he 
is familiar with this situation. 


STATEMENT OF EDWIN M. MARTIN, SPECIAL ASSISTANT FOR 
MUTUAL SECURITY AFFAIRS, OFFICE OF THE SECRETARY OF 
STATE 


Mr. Marrtn. I happened to be at Lisbon and participated in the 
discussions which led to the initiation of this special program for 
France which you have been talking about. 
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One of the main reasons, as we understood it, for handling it in 
this special way which results in its being shown in a special Tin in 
the chart, was to avoid just the danger that you have referred to. 

In other words, we had a program based on certain criteria set up 
by the JCS, and followed it fairly carefully as to the types of ad 
items equipment which we would be prepared to supply to the various 
NATO countries. 

There were other types which we felt it was essential to hold the 
NATO countries to supply out of their own budgets and we tried to 
keep a fairly close line and to keep very heavy pressure on them to 
meet the requirements for items of a more specialized local char- 
acter—personal items of equipment, French types of artillery and 
ammunition for the French types of artillery, for example, and various 
things of that kind. 

We felt it was very important from an incentive standpoint to have 
it clear in their minds that here were things we would not supply and 
that it was up to them to supply. 

What we were faced with in the case of France was almost entirely 
attributable to the very heavy drain of the Indochina war, whic 
grew more and more expensive as time went on and grew expensive 
to a point where the French could not manage out of their own re- 
sources and out of the level of resources in the form of economic aid, 
defense support that we had contemplated or felt could be beneficially 
transferred to France. 

Therefore, we devised for France and France alone, a special scheme 
which we wanted to identify, first as much as possible with Indochina, 
and tie it down to the fact that France was involved in Indochina so 
it would not establish a precedent for picking up things in country 
budgets in other cases. 

Secondly, we wanted to tie it down to getting specific items of hard 
goods that we could pass judgment on as being of a high priority in 
meeting the requirements either of the Indochina war, or the NATO 
buildup. 

Thirdly, we provided in our agreement on this, that the price had 
to be right. We did go in and work with the French on the price 
that we would pay for some of these things. The agreement provided 
that the price could not be higher than the normal price for United 
States goods delivered in France of a similar type. 

Now in this background of trying to keep this a speey deal 
politically justified and financially justified by the Indochina situa- 
tion, we ae shown this as a special item and not lumped it with 
the last of the normal OSP. We felt if we did that, it would be more 
of an invitation for other countries to try to bring into the normal 
end-item program, the check which we felt they should pick up them- 
selves and pay for, and that there was only justification for our 
handling it in a special case like the Indochina case in France. 

I would like to comment on one other question that comes up with 
respect to the NATO review of the United States budget. I think 
everything Mr. Halaby said is correct. I have been to Paris partici- 
pating in this a couple of times in the last 6 months. I would just 
add that the concentration in NATO is not so much on the budget 
themselves as it is on the forces to be raised. 

The forces have implications for the budgets but by concentrating 
on the forces to be raised for the benefit of NATO, we avoid having 
to deal with the question which really is not proper to NATO. 
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On the one hand we have the question of whether France is wisely 
spending the money that is in its Indochina budget which is not, as 
was suggested, a NATO question, or having the NATO deal with 
the moneys that are in the United States budget for our global re- 
sponsibilities which are much larger and more significant than our 
NATO responsibilities dollarwise. 

So we have, by concentrating on force plans and having the mone- 
tary consequences flow from them, avoided getting into this overall 
budgetary problem which is not within the NATO responsibilities. 

We have also avoided any discussion at any time of the example 
given of our atomic energy expenditures. 

They have lumped into a one-line figure of total United States 
defense expenditures. That is all that is seen. 

Mr. BentLey (presiding). Mr. Burleson—— 

Mr. Burieson. Aside from France’s economic capabilities, was 
there not also something of a compromise as befitting their political 
situation? By that I mean their political willingness and their po- 
litical abilities to perform ? 

Mr. Martin. I would think from a long-term standpoint we were 
concerned with whether or not the French situation was politically 
strong enough in the absence of some form of aid in the amount pro- 
vided, to maintain both the effort in Indochina, and we were greatly 
concerned lest they withdraw and maintain a NATO effort which 
would encourage them to go ahead with EDC and the other things. 

They feel they must have a relatively strong NATO force if they 
are to sit down in the EDC, with a prospective German force which 
they know will be strong. 

Now I think it is only really in a long-term sense that the splinter 
party and the other political problems which France has, have a 
direct impact on this. The French have a very diflicult economic 
situation. Despite the high taxes in France and large collections, 
some things make it difficult for them to support a defense effort in 
NATO and Indochina as large as the facts of their international 
situation would require. 

Now, if there were a stronger French Government, it is at least 
theoretically possible that that Government could take more vigorous 
economic measures and establish the French economy on a basis which 
would be sufficiently sound to pay, shall we say, a larger proportion 
than they are now paying because of these efforts, but that is a very 
difficult business. 

Mr. Burteson. You are saying that it is outside their economic 
capabilities to meet this obligation, and not a political compromise ¢ 

fr. Martin. That is correct. In a longer term a strong political 
situation would create a better economic situation in France, but that 
cannot happen overnight in France. 

That is something for a number of years. In the short term I think 
it was basically economic. Because we did not want to have happen 
the things that would have happened to the French military effort 
if we had not helped them. 

Mr. Bentiey (presiding). Mrs. Kelly 

Mrs. Ketiy. Mr. Chairman, I would like to know if it is included 
in this “201 defense payments, $400 million for Indochina,” or is it 
included in “401, no breakdown, developments and technical.” 

Mr. Woop. You are speaking now of the fiscal year 1954 requests? 
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Mrs. Ketiy. Yes, Mr. Wood; is this outlay included in one of these 
or was it in excess? 

Mr. Woop. This outlay was in the total appropriation for military 
end-item aid and the funds for the financing of this came from that 
source. 

I think that maybe part of this was transferred—I am not sure— 
from economic aid, but I am not sure as to that—I guess that is not 
the case. 

It was in the military end-item funds, Mrs. Kelly. 

Mr. Bentiey (presiding). You may continue, Mr. Halaby. 

Mr. Hanasy. This inner portion of the chart which you have before 
ou, attempts to give you our best estimate of what contracts will 
e placed in the remainder of this fiscal year, that is during the last 2 

months. 

Recall, if you will, that this data is as of May 2, 1953. 

The hatched portion here indicates contracts remaining to be placed. 
I will come to another chart and break that down. 

You will note in general then that about $600 million was placed 
in fiscal year 1952 and about $1,400 million this year is expected, or a 
total of about $2 billion. 

That $2 billion relates to a total cumulative appropriation for end 
items of about $14 billion, so about 1 out of 7 end-item dollars will 
be working in Europe. 

Mrs. Cuurcu. Would you mind repeating that? 

Mr. Harapy. About one-seventh of your appropriations for MDAP 
end items—— 

Mrs. Cxuurcu. Do you mean one-seventh of the United States share? 

Mr. Hatapy. One-seventh of the total amount you have appropri- 
ated, $14 billion, is now at work or will be by June 30, in Europe. 

Now I neglected to mention one point. 

You will note here, Japan and Formosa totaled to date about $15 
million. It will be increased next year. It is primarily for ammuni- 
tion. 

There are some compasses and miscellaneous items in Japan. 

(A chart was shown entitled “Fiscal Year 1952 and 1953 Offshore 
Procurement Programs, Value of Contracts Placed by Service and 
Country of Procurement” and is herewith inserted.) 

Mr. Hatasy. Now to refer to this figure which will soon be $2 
billion, we have taken a map of Europe and attempted to show you by 
country, just what it looks like 

Again, France stands out as the recipient of the greatest number of 
these contracts. 

Again, Mr. Vorys, just to be sure that there were not any hookers 
in this arrangement, we have shown the special military support and 
normal offshore procurement separately. 

I am afraid the chart that I put in front of you there is not fully 
legible. These little symbols, the square red blocks are vessels. 

For example, in France we have placed contracts in Cherbourg 
Le Havre, Marseilles, Avignon, and Saint Nazaire for vessels and 
in another moment the Navy will explain a little bit about one type of 
minesweeper. 


Mr. Benttey. Is this as of May 2, or is this contemplated through 
the end of the fiscal year? 
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Mr. Hauasy. This is also as of May 2. I am sorry there is no 
date on it. 

Mr. Vorys. I did not get the figure that you said you intended to 
contract for from May 2 to June 30. 

Mr. Hatasy. I wilales you two figures if I may on that. 

We had up to May 2, 1953, placed a total of $705.4 million for 
Army ; $345.5 million for Navy ; $385.8 million for Air Force. 

That is approximately $1,435 million cumulative up to May 2. 

Of that, hous 800 was in fiscal year 1953 and 600 in fiscal year 1952. 

I have here the figures for May 13 which came off the press last night 
which are later than the May 2 figures. It shows a total of $928 mil- 
lion for all 3 services out of fiscal year 1953, so we have gone up ap- 
proximately $128 to $150 million. 

Now we expect to add to that, $572 million in the Army; about $17 
million in the Navy, and about $200 million in the Air Force for a 
total additional amount of approximately $800 million. 

I have been saying that we expect to get $1.4 billion because I want 
to be on the low side of these estimates. There are contracts in the 
process of negotiation. I will come to some examples in a moment. 
There are contracts that have been worked on and programed and in 
negotiation for some time. 

All these military contracts bunch up in the last quarter. I am giv- 
ing you the figure of $1.4 billion, although we might reach $1.6 billion 
total for fiscal year 1953. 

Mr. Vorys. I missed your explanation of the $2 billion figure. 

Mr. Hatany. That would be the cumulative figure for fiscal years 
1952 and 1953. 

Let me just summarize: Fiscal 1952, $600 million. Fiscal 1953— 
I say, on the safe side, $1.4 billion. On the optimistic side, the maxi- 
mum is $1.6 billion. As of June 30, we expect between $2 and $2.2 
billion to have been placed in contracts in Europe, Japan, and 
Formosa. 

Mr. Vorys. But you had $1,435 million placed up to May 2. 

Mr. Hatasy. That is everything. Yes, sir. 

Mr. Vorys. And you expect to place 50 percent as much as you have 
ever placed in the next 2.5 months? 

Mr. Hatasy. That is right. 

It is a total of 8 weeks because we are using the May 2 figure. 

Mr. Benttey. It is about $800 million? 

Mr. Harany. As I pointed out, the money was released to the pro- 
curement services about 6 months ago and they have been placing 
contracts with hundreds of sources. They are negotiating a lot of 
bids that have come in and are trying to drive the prices down and 
the schedules up. That takes time and, as I have said, it is unfortu- 
nate but true that on almost all military procurement the contracts 
bunch up in the last quarter. 

Mr. Vorys. It is unfortunate but true that the obligations in this 
program jumped so that last June we had an obligation of $2 billion 
in 1 month. Many of us have different explanations as to why the 
obligations pile up at the end of the fiscal year. 

Mr. Merrow. What is the amount you are allowed to place in this 
offshore procurement ? 

You said it would be $2 billion or $2.2 billion by the end of the year. 
What is the limit on it? 





164 MUTUAL SECURITY APPROPRIATIONS, 1954 


Mr. Haasy. There is no legislative or appropriations limit. Last 
year this committee suggested a floor rather than a ceiling on it. 

The limiting factors are these: First, the total a you 
make for end items; second, the European capability for absorbing off- 
shore procurement contracts; third, we must buy in the United States 
a very large proportion because this is equipment that is follow-on 
equipment already programed or provided and spare parts. 

There are quite a few items they do not produce in Europe and could 
not produce economically. There are some items we would not want 
them to produce for strategic reasons. There is a variety of limiting 
factors, but there is no ceiling. 

Mr. Merrow. Have you planned an overall ceiling that you hope 
to reach or are you developing it as you go along? 

Mr. Hauasy. We are trying to do it on a business basis. We are 
hoping that as a result of having placed approximately $2 billion on 
contract, together with their own self-financed military production, 
that we will have the kind of industrial base in Europe that could 
be rapidly mobilized in war and that would lead toward their self- 
support. 

Mr. Bentiey. IT would like to ask a question about this contract 
negotiation: 

Are the negotiations confined to one particular country or is there 
what you might call intercountry bidding? 

Mr. Haxrany. They are both, sir. On what you might call bulk 
items such as ammunition there is intercountry bidding. 

We authorize from Washington to the Chief of Ordnance Procure- 
ment in Germany, a certain dollar amount for certain categories of 
items. He then solicits bids in all the countries capable of producing 
that type of ammunition. Those bids come back 1n and then, in the 
light of those bids, he can either accept the lowest and best bid, or he 
can start with that and negotiate downward. 

That, in the ammunition case is the normal approach. 

In the vessel contracts, all of the shipbuilding capacity for the kinds 
of vessels that we have on our program has been carefully surveyed 
each year and those contracts are let on what we call a restricted- 
source basis. 

In other words, in those cases it is strictly negotiation. 

Now this might be the point at which to discuss the price problem. 

We have very great difficulty in making a precise, documentable 
comparison between United States prices and European prices for 
these items. 

What we do is to try to make as many comparisons as we can. In 
order to give you a general idea, we have taken all the contracts that 
had been let up to March 31 which we have been able to examine, and 
have gone over them and made a rough comparison. 

This is not a precise statistician’s comparison, but a rough com- 
parison, which recognizes that there are United States as well as 
British types involved here. Since there are certain characteristics 
that differ and since there are manufacturing techniques that differ, 
it is a very rough comparison. We find roughly that the $2 billion 
in orders which have been placed will have been placed in the aggre- 
gate at a lower price than they could have been bought in the United 
States and shipped to Europe. 
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The average ammunition price has been higher in Europe than in 
the United States. We will give you an example of that in a mo- 
ment. We can go into greater detail. 

With respect to airer: aft, the price has been lower than for a similar 
article procured in the United States. 

With respect to the vessels, the price has been considerably higher 
in the United States. Here and there, there are some items we are 
getting for half, or 40 percent of what the similar United States price 
would be. 

Here and there, there are some that are higher prices, but when you 
come right down to it, what United States price are you using? 

What European price are you using? 

What stage of production are they in? 

How efficient are they? Is the price high to begin with, and is it 
coming down in subsequent contracts ? 

Those are the questions. 

(A classified chart was shown entitled “Total MDA-OSP Con- 
tracts Placed by Country and Commodity Category as of May 2, 
1953.”) 

Mr. Hatany. This is the previous information broken down by 
country and by commodity as you requested in your memorandum of 
May 15. 

That is as of May 2. 

If there are no questions, I will go right on to the next one. 

Mr. Vorys. Just glancing at this “Balance of programs to be placed, 
$801 million.” I thought you said $700 million ¢ 

Mr. Hatany. You rounded my 6.8. You took the midpoint when 
you took the 7. 

I said it would be between $600 million and $800 million in the last 
60 days, and you took $700 million. 

Mr. Vorys. The $801 million, that was figured as of May 2? 

Mr. Hauapsy. Yes, sir. 

Mr. Benriey (presiding). Mr. Merrow 

Mr. Merrow. Mr. Chairman, in connection with that, that seems like 
placing a lot of contracts in the next 2 months, but I suppose the 
groundwork for this has been laid, has it ? 

Mr. Hatapy. Yes, sir. I could take you right through the chro- 
nology of it if you wish on almost every item—when the money was 
allocated by the Director for Mutual Sec urity; when the Office of the 
Secretary of Defense authorized the service to procure; when the 
service authorized the procurement officer to start negotiations; when 
he went out to the field; when he got the bids back; and when negotia- 
tions commenced. 

We have looked it over each week, and we feel that this is not a jam 
session, Mr. Vorys; we feel this is a logical progression. 

It is not the way we would like to do it, but it is the w ay the con- 
stitutional and legislative situation requires it to be done. 

(A classified chart was shown, entitled “Fiscal Year 1953 MDA- 
OSP Contracts To Be Placed as of May 2, 1953.”) 

Mr. Hatapy. We want to keep this chart classified, not because the 
Russians will get hold of it, but because negotiations are in progress 
and we do not want to compromise. 
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(A chart was shown, entitled “NATO Countries Offshore Procure- 
ment Procedure,” as follows :) 
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Mr. Hatapy. This is the chart that was at the beginning of your 
booklet. 

Mr. Vorys. Before you go on, I note that, of the balance of the 
program to be placed, the over whelmingly largest item is for am- 
munition, which you say is one item where we cannot get it cheaper 
over there. 

Now I am impressed by our own study mission and others who say 
that we ought to place offshore procurement for strategic rather than 
economic reasons, but is there somebody who could tell us why we 
insist on spending our money on the one thing that we know we can- 
not get as cheaply here? 

Why do we concentrate $444 million there on ammunition when 
there is not any other item that comes anywhere near that? 

Mr. Haxasy. I will try to give you some of those reasons and Gen- 
eral Russell can supplement what T say. 

First, the ammunition is required and the delivery forecasts of 
when we could get the critical rounds show that it would not be avail- 
able to be shipped to Europe for many months ahead. 

(Discussion off the record.) 

Mr. Harany. Secondly, this is something the Europeans can make 
and have capacity for making. 

Third, the prices are coming down. I told you the bad side of it. 

The fact is, as of the present time, the aggregate prices we pay in 
Europe are around 115 percent up to March first—that is the cutoff 
date on the data pier 115 percent of the United States price. 





Now the United States price I was talking about did not include 
transportation. It takes somewhere around 4 or 5 percent of the cost 





§ 
i 
3 
‘ 





at ete ta 


+ AE tN 


MUTUAL SECURITY APPROPRIATIONS, 1954 167 


of the ammunition to ship it. Secondly, the United States price is 
the average price, sir. It was not the price of the first contract. It 
was not the price of the producer early in the learner’s curve. It was 
the average price as of a recent date. 

The highest United States price in some cases was substantially 
higher than the average price, the lowest, somewhat lower. We too 
the average. 

They are capable of making it; they are making it in quantity now 
and with some improved technology. ‘The contracts being placed 
this year in most cases are going to be at lower prices than last year, 
and I believe it is fair to say, General Russell, that in the majority 
of cases the contracts placed this year will be comparable to the 
United States price. 

Mr. Burteson. I would assume that labor is a pretty big item in 
the consideration ? 

Mr. Haxasy. Labor is, of course, the lower cost item in European 
production. 


STATEMENT OF BRIG. GEN. SAM RUSSELL, DEPARTMENT OF THE 
ARMY 


General Russetx. The biggest cost is the cost of the propellent. It 
runs three times the United States charge. 

The other thing from the military standpoint is that it is extremely 
important to have a production base on the ground which in fact can 
take the place of stockpile. 

(Discussion off the record.) 

Mr. Harapy. We had intended service by service, to describe these 
examples. 

Why do you not, General, describe the 105-millimeter shell which 
was produced under this program and just give us a rough idea of the 
requirements in the program and the cost? 

enue Russeit. The large shell is the 105-millimeter howitzer 
shell. It is an actual example of an item which was procured offshore 
in France. This is the shell that is used by the the standard light ar- 
tillery piece in the Infantry and Armored Division in the 105-milli- 
meter howitzer. 

There are 54 of these in each division, and the rate of fire of this 
item, the standard rate of fire is 45 rounds per day, so you see it is quite 
a sizable item and obviously would represent a great amount of ship- 
ping space. It was put under offshore procurement for the reasons 
Mr. Halaby has just gone over. 

This is one of the items where our price is not as favorable, shall we 
say, as in some of the other items. 

A more favorable one is the next item I will talk about. However, 
we feel that it is a reasonable price when everything is considered in 
comparison with the United States prices. 

To be specific, the offshore prices run something under $30 a round— 
as low as $29.25, and as high as $30. 

Not taking into consideration shipping charges and various other 
elements, the average price for 1953 has been $25.58. 

However, since Sale started, in starting up production—which 


always costs more and which is the same situation we have in Europe— 
we have paid as high as $31 for that round in the United States. The 
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average OSP price on that round, as I say, is above the overall United 
States average, running around 120 percent of our average 1953 
contract price. 

Mr. Vorys. To a layman looking at this, it looks like a piece of sim- 
ple construction. Once they get into quantity production, is there 
not any relation between quantity production and unit price? 

General Russeiy. There is indeed, sir. 

It is not just as simple as all that. That fuse in there is a compli- 
cated thing. There is a bursting charge and an igniting charge. It is 
just a can full of powder with a hunk of metal on the end. 

You are quite right, sir, and we think that if we have follow-on 
contracts in Europe, that price must come down. Quantity produc- 
tion accounts for the difference between the United States price of $31, 
which I said was the highest price we have paid since Korea started, 
and the average price in 1953, of $25.58. 

Mrs. Cuurcu. Mr. Chairman, may I ask a question at that point? 

When we were down at Bombrini Parodi Delfino Colleferro, the 
question was raised that there was always difficulty in meeting a new 
low price as it came from the United States. 

In other words, when it came to 110 percent over the 100 percent, 
that they would just about get their prices down to where they could 
compete and then a new price would come in undercutting the original 
100-pereent price which they had to meet and the argument was 
raised among some of us, that the difference might be due in fact to 
the fact that some of our ordnance was produced in Government- 
owned and tax-free ordnance bureaus. 

Does that enter materially into the offshore procurement of ammu- 
nition abroad ¢ 

General Russeti. On this round we are paying about 120 percent 
of the United States price. We feel that can be explained—not en- 
tirely precisely—but perhaps 4 or 5 percent of it is for shipping 
charges. 

We provide for our. profit contractors as well as Government fa- 
cilities, certain facilities assistance. We loan them the machine tools. 
They remain the property of the Government, but there is an ex- 
pense of installing that. That perhaps represents another 4 or 5 per- 
cent. 

There are other tangibles, such as tax forgiveness. Early amortiza- 
tion in cost of buildings, and so forth, that perhaps represents another 
5 percent so we do not feel by paying $30 for that round, we are pay- 
ing a great deal more in the long run than that round would cost us at 
home and we do have the tremendous advantage of having the pro- 
duction facilities near the place where the fighting might be. 

Chairman Currerrtecp. Tell us about these others, if you will? 

General Russeci. The next is the 3.5 rocket. It is used in the im- 
»roved bazooka, which is the principal antitank weapon of the in- 
Soolay soldier. There are 465 rocket launchers or bazookas, the item 
that fires this particular round, in an infantry division. The reason 
for placing that on offshore is much the same, it is a high-consumption 
item. 

As far as price is concerned on this, we have paid offshore as high 
as $19.90 onaround. We have paid as low as $15.58. 
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The United States average contract price for this item in 1953 was 
$16.30, as compared with our lowest offshore price of $15.58. We 
have paid as high as $26 for that round in the United States. 

That is obviously one of the more favorable ones from the price 
standpoint. 

Now I do have over there about 300 pounds of radio stuff that is 
not very visible. That is another example of an item that was procured 
offshore in France. 

Do you wish to go into that now, sir? 

Chairman Cuirerriretp. Go right ahead. 

General Russevi. This radio set can be mounted in a vehicle or can 
be used as a dismounted set. It can communicate between moving or 
stationary vehicles. It is used in the infantry division in the ar- 
tillery. There are 93 of these sets in the infantry division. 

This was one of the more or less guinea pigs in the offshore procure- 
ment program. It was placed on the program very early. It is a 
new model which will not be obsolete for some time. We did not have 
the facilities in the United States—and this applies equally well to 
ammunition—to provide this equipment to fill our time requirements, 

There were ample facilities, know-how, and technique available in 
Europe to produce this. We had the specification and drawings and it 
is readily available. It is a set that is used widely throughout the 
NATO forces. 

Now so far as the financial aspects of this one are concerned, it is 
about in the middle. 

The offshore price of this is $1,542. 

The average United States price—again, not counting shipping and 
these other intangibles. 

Chairman Cuirrerrietp. How much was that? 

General Russet. $1,542. It not only receives, it sends out. 

Mr. Harrison. For all divisions it would cost a good deal. 

General Russet, The average 1953 price of that in the United 
States was $1,448, as compared with $1,542 offshore. In the United 
States we have paid as high as $1,784 for it. I think that is typical of 
what you will find across the board. 

Mr. Woop. That is a voice transmitter. 

General Russety. You can talk or send telegraph. 

Chairman Cutrerrretp. Thank you very much, sir. 

Mr. Harasy. Just very briefly, these organization charts I know you 
have always found rather more confusing than clarifying, but it is a 
complicated program. 

General Russeti. We have tried to show that the program is per- 
formed largely abroad. We have the SRE and the European Com- 
mand. They make recommendations which are sent back to the Office 
of the Secretary of Defense and he sends them to the Army, Navy, and 
Air Force for comment and recommendation. 

When they come back we send them to Governor Stassen’s office 
and he either approves or modifies them and allocates the money to 
initiate the procurement. 

Mr. Harrison. I want to go into this, and I do not know whether 
this is the proper time or not. 

If it is not, 1 want you to tell me. 
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I have been trying to read some of these reports of these various 
teams. One of the things that impressed me most about it is that these 
different teams working separately on quite a number of occasions 
have come up with the same criticisms and the same recommendations 
and they are very much along the lines of the views that the subcom- 
mittee came up with in its study over there. 

One of these recommendations that I noted in almost all these 
reports is a rather severe criticism of the present functions of SRE. 
Almost all of them contain a recommendation for drastic changes. 

Are you going to do that, or not? 

Mr. Hatapy. ! think that question is Governor Stassen’s. 

Mr. Harriscx. Is it Governor Stassen’s or is it ours? 

Mr. Harany. What we do under the present law I presume would 
be a decision for Governor Stassen, the Secretary of State and the 
Secretary of Defense working with him, but if you wish to pass any 
new legislation of course, you will determine that. 

Mr. Harrison. Is SRE set up by law or executive order? 

Mr. Woon. It is set up by law, but some of its functions are further 
developed by Executive order. 

I may say, Mr. Harrison, that the recommendations of these teams 
are being very carefully taken into account, and I understand that 
a plan to make a fairly substantial change in the functions of the Paris 
office is under active discussion now. 

The problem of organization has been studied by the Rockefeller 
Committee, and the results of this study have been the subject of 
intensive discussion among the Bureau of the Budget and the various 
Cabinet officers and staffs concerned. 

So far as I can now prophesy since final conclusions have not been 
reached on this subject, it certainly looks as though there is going to be 
a fairly substantial change in SRE organization in line with, or in 
the direction of, the recommendations of these teams. 

Mr. Harrison. Including the recommendations of practically all 
these teams, that the MSA be absorbed in the Department of State? 

Mr. Woop. That is a different question, Mr. Harrison. 

I may say, however, that I can answer your question “Yes” in one 
respect. Discussions of this subject are now taking place at very 
high levels. I think you know that Secretary Dulles has from time 
to time said that he would wish to have very clear authority over 
policy but would hope to be able to delegate to an operating agency 
the actual operations of these programs. 

What will finally come out of the high-level consideration of these 
questions by way of recommendations to the Congress I am not yet 
in a position to say. 

All I can say to you is that the new administration is going very 
deeply and conscientiously into these questions. 

Mr. Harrison. Mr. Chairman, the only reason I went into this— 
and I am not going to press it at this time—is that it does seem to me 
that these numerous reports with these teams working separately and 
coming up with these recommendations to correct what they regard 
as serious flaws in the program, it does seem to me it should have some 
consideration in the drafting of this legislation. 

Mr. Woop. They are very useful reports, and they are being taken 
most seriously by those who are concerned with the problem of the 
administration of this program. 
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Chairman Currerrtecp. Mr. Wood, it is obvious that we cannot 
finish this subject, today. 

I wonder if you feel you have proceeded far enough that you could 
finish it if we had a meeting tomorrow morning at 10: 30? 

Mr. Hatasy. I wonder if we could, with your permission, put very 
briefly on the record the story of the aircraft and the ships and the 
nets and then I could release three key officers. It will not take more 
than 12 minutes. 

Chairman Cuirerrrecp. Go right ahead. I am in no hurry to ad- 
journ the meeting. 

Mr. Hatany. That will enable me to release three of these key offli- 
cers who have other duties. 

I think we should take first the aircraft. Perhaps one or two of 
you may have seen these models before. I know that you have heard 
of the recent contract signed in Paris by Secretary Wilson and the 
other defense ministers involved with respect to the French Mystere 
interceptor and the Hawker-Hunter here. 

We asked the Air Force through Col. Henry Taylor to give you some 
facts and figures on these, and in general to try to demonstrate with 
firm figures why we think this was a very good deal. 

Colonel Taylor. 


STATEMENT OF COL. HENRY TAYLOR, DEPARTMENT OF THE AIR 
FORCE 


Colonel Tayior. I will give you but a very brief description today 
of these two day-interceptor fighters which we have under procure- 
ment in Europe. 

These two models which make up the bulk of our fiscal year 1953 
procurement. 

As Mr. Halaby has said, this is a French-designed aircraft officially 
designated as the MD-452 Mark IV. We know it as a Mystere. 

We have here the famous British Hawker-Hunter aircraft. Both 
of these aircraft have been flown by topflight United States Air Force 
test pilots and have been found to be readily acceptable and fully cap- 
able of performing their NATO mission. 

As you can see from the configuration they are modern in every 
— and have the swept-back wing so necessary for high speeds. 

The green airplane, the Hawker-Hunter, was designed by the British 
strictly asa day fighter. It is capable of a high rate of climb, a high 
combat ceiling and high speed. It is powered by one Rolls Royce 
Avon engine which is of British design and which has a thrust rating 
of around 7,000 pounds. That 7,000 pounds is capable of being 
raised to 9,000 pounds when combined with what we call an after 
burner, which is a thrust augmentation device. 

This airplane is also capable of taking another British-design en- 
gine in a similar thrust category. It is the Sapphire engine and I 
mention that because the Sapphire engine is the British comparable 
design to our own J—65 engine which we have in some of our fighters — 
the F-84-F, for instance. 

I realize that some of these thrust ratings might not mean too much 
to you people, but I am trying to compare them with a United States 
type so that you will get some idea and have a feeling in your own 
minds that you are getting in these two aircraft, modern aircraft. 
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The French Mystere has a dual role. Although it is primarily de- 
signed as a day interceptor fighter, it is capable we secondary mission, 
that of a ground fighter. Consequently, its structure must be capable 
of w ithstanding higher loads. 

It will be initially powered with a French engine called the Tay 
engine. 

The design of this particular engine originated in Great Britain. 
Incidentally, it is the same British engine from which the United 
States J-48 engine was designed. So once again you can see that 
the initial engine installation in this airplane is comparable to one 
of our own United States Air Force engines. 

The later models of this airplane ‘will be equipped with an all- 
Irench designed engine called the Atar. Both the Tay and the Atar 
engines at the present time have similar thrust ratings, but the Tay 
has gone about as far as it can go in thrust increase, while the Atar, 
being a newly designed engine is capable of model improvement which 
eventually will give it a much higher thrust and consequently a much 
higher airplane performance. 

It should be noted that the performance of both of these aircraft 
ure comparable to the performance of United States aircraft. 

it is rather diflicult to find the right models to use for comparison. 

I have here the Hawker-Hunter, the MD-452, the F-86D, not because 
it is a day fighter—it actually is an all-weather fighter—but because 
it is in the same weight category as the Hawker-Hunter and MD-452, 

The day fighter, the F-86—H, which comes out in approximately the 
same time period as the foreign-built aircraft, has the same basic 
mission, that I have used. However, it is a heavier aircraft because 
it is a special-purpose aircraft and is designed for very violent 
maneuvers at high altitude. 

The takeoff weight of these three aircraft is in the neighborhood of 
17,000 pounds. ‘The F-86—H is considerably heavier at 22,000 pounds. 

The takeoff ground run, which is a very important factor in own 
because their runways are not always as long and as good as ours here, 
also is comparable to our airplanes. 

(Discussion off the record.) 

Colonel Taytor. The rate of climb, which is also a very important 
characteristic of the day fighter because it must reach its target 
rapidly, is also comparable. 

(Discussion off the record.) 

Colonel Taytor. For your information at sea level under general 
conditions, the speed of sound is about 660 knots. That is interesting 
as a means of comparison, 

You can see that although we are comparing aircraft that were 
originally designed for a little different role their performance is all 
of the same order of magnitude. 

Mr. Benriey. Mr. Chairman, I wonder if the colonel could supply 
for the record comparable figures on the types of planes on the other 
side of the curtain so we can have the real comparison. 

Colonel Tay.or. Sir, I can supply that for the record but I do not 
have that with me today. I will get that. 

Mr. Vorys. How long can they operate? 





‘ 
4 
4 


a al RI a Ee a8 oh eo 


ce or 0 nC 





Mihai 


MUTUAL SECURITY APPROPRIATIONS, 1954 173 


Colonel Taytor. I can give vou a general idea of that. I have left 
it out purposely because the Europeans and the United States Air 
Force do not compute our ranges on the same formula so I did not 
want to mislead you. 

(Discussion off the record.) 

Mr. Vorys. That Mystere has them all licked up and down the line, 
has it not ¢ 

Colonel Taytor. Yes, sir; and I can tell you why. The Hawker- 
Hunter is an aircraft practically in being. The first one of those will 
come off the production line, starting quantity production in July of 
this year 

As you know, the F-86D has been in being for sometime and will 
soon be out of production. 

The F-86-H is a special-purpose airplane, it is an interim model 
and though it is just coming off the production line at the present 
time, it is a special-purpose airplane with a fighter-bomber capability, 
so it is not quite fair to compare it here. 

The MD-452—although there are prototypes in existence, produc- 
tion is still a year off, so it is a newer airplane; it should have better 
characteristics and it does. I think it shows the soundness of our 
offshore procurement aircraft program. 

Mr. Vorys. Is that slide-rule performance or has one of these 
Mysteres delivered that ? 

Colonel Tayior. Sir, these are slide-rule figures which have been 
substantially verified by our own United States Air Force test pilots 
who have flown both of these airplanes, not once but several times. 

We are not taking anybody’s word for either one of these airplanes. 

Mr. Hanany. As a fellow naval aviator, Mr. Vorys, that airplane 
is young and it has a lot of growth. Next year this time if we come 
back and say that due toa lot of “improvements” which always mean 
more weight and so on and so forth, that the weight has gone up, the 
rate of climb has gone down a little and the speed has gone down a 
little, I know you will understand. 

Colonel Taytor. Both of these airplanes are structurally capable of 
growth potential. Both the French and the British have higher 
thrust engines coming along so that we can expect the normal gr owth 
potential of these airplanes that we would expect of our own United 
States airplanes. Both of these airplanes have broken the sonic bar- 
rier. Not in level flight but in a dive. 

(Discussion off the record.) 

Mr. Vorys. How about the comparative cost ? 

Colonel Taytor. I am coming to that. I know you are all inter- 
ested in costs and because we compute our support requirements dif- 
ferently from the European method, I have used fly-away costs as a 
unit of measurement, which I think is fair. 

The Hawker-Hunter currently is costing us $220,000 each. 

The Mystere ts costing us $291,000 each. 

The F-86—H—which again I want to remind you is a special-pur- 
pose aircraft—is costing us $398,000. 

Mrs. Cuurcu. Would it be wrong to ask what the special purpose 
is? 
Colonel Taytor. Not at all. 

(Discussion off the record.) 
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Mr. Vorys. You say the F-86D costs $390,000 ? 

Colonel Taytor. The F-86-H costs $398,000. 

I have not compared prices on the F-86D because it is a different 
kind of an airplane, it is a night, all-weather airplane, it is basically 
more expensive than a day interceptor fighter. 

Mr. Vorys. Would it cost more than $398,000? 

Colonel TayLor. At the present time it would not because it is well 
along in production. As a matter of fact, our 86D is about phased 
out. 

Mr. Hatapy. That one has been in production for 2 to 3 years. 

Mrs. Ketty. When will we get deliveries on these ? 

Colonel Taytor. In fiscal year 1953 the fly-away cost in our own 
USAF program, of an F-86D was a little less than $316,000, but it 
is well into production. 

Mr. Harrison. What is the difference between that and the Saber 
jet that is now fighting in Korea? Is that an F-86? 

Colonel Tayuor. That is correct; but to my knowledge there are 
no F-86D’s over there. The F-86D is designed specifically for 
night and all-weather missions. It has a lot of radar equipment in 
it and it is only economical to use it for that particular purpose. 

(Discussion off the record.) 

Mr. Hatasy. I would like to bring out one thing, Mr. Chairman, 
and that is the delivery schedule on these aircraft. 

We faced, as you know, in the Mutual Security Act, the so-called 
terminal date. That provides in very general terms that there would 
be 12 months after June 30, 1954, in which to empty the aid pipeline. 

Now, we found when we negotiated with the British and the French 
with respect to these aircraft and with several countries with respect 
to minesweepers that we had some awful good deals in prospect there. 
We looked very carefully into the effect of the terminal-date provision, 
section 530 (a), I believe it is, in the act. Our lawyers advised us and 
the matter was considered at the Cabinet level. Our lawyers advised 
us that we could let a contract for deliveries that would occur after 
June 30, 1955, as long as we put a termination clause, a good, hard, 
termination clause in the contract. 

We were satisfied on the legal point but in view of the fact that 
termination charges might be incurred should the Congress fail to 
extend the terminal date, the matter as I said was taken up at the 
cabinet level and it was discussed with members of this committee 
and members of the Senate committee and members of the Appro- 
priations Committee. 

In the light of all that consideration and discussion we decided to 
go ahead and let these contracts, knowing that should the Congress 
decide not to extend the act, these contracts would have to be termin- 
ated. The price was so good, the need was so great, the performance 
was so outstanding that we felt justified in going ahead. 

As a matter of fact, deliveries on these two aircraft before you, 
would not be completed under the contracts that we have let until 
early 1956. 

Mr. Vorys. When would they start ? 

Mr. Hatapy. We have it, I believe, in one of the charts we gave you, 
Mr. Vorys. It is about third from the end. 

Mr. Wore: March 1955? 
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Mr. Hatasy. On the Hawker-Hunter they commence January 1955, 
and extend through about April or May 1956. We get our first Mark 
IV in the second quarter of 1954. Those are calendar years. 

Mr. Woop. We are requesting, Mr. Chairman, the extension of that 
date in the legislative request this year. 

Chairman CurperrteLp. Does that complete your subject? 

Mr. Harasy. Yes, sir. I am sorry that proved so interesting that 
it took quite a bit of time. 

Now, we do have two other exhibits and we have Commander Dan- 
forth here. We can begin with those in the morning or we can 
complete them now. 

Chairman Curprrrietp. We will go right ahead. 

Mr. Haxasy. We thought that we would select from the Navy end- 
item program, being procured offshore at least two items. We thought 
you would be particularly interested in items designed to meet the 
Soviet threat, so we brought up a minesweeper and a torpedo net. 
We asked Commander Danforth of the Department of the Navy to 
give you a very brief description of a typical harbor-defense layout, 
and then relate that to the net which we have over in the corner. We 
have a small sample of it over in the corner. 

(A chart was referred to entitled Typical Harbor-Defense Layout 
as follows:) 


86234—53——_12 
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[End of excerpt from House hearings on Mutual Security Act extension held 
on Tuesday, May 19, 1953.] 





' 


MUTUAL SECURITY APPROPRIATIONS, 1954 177 


Senator Smirx. That gives the amount of money we are spending 
for facilities for offshore procurement, the amount of production that 
is coming through and not on paper, and at the same time the amount 
that is being transferred for other uses than the NATO use in Europe? 

Mr. Nasu. I do not know what that last point means. 


AMMUNITION IN KOREA 


Senator Smiru. If they are producing or coming up with am- 
munition over there, are they using it, are they having it ready for 
use or are they sending it over to Korea? 

Mr. Nasu. I do not think it is part of our presentation, but it will 
be part of my presentation to the subcommittee with Secretary 
Stevens next week. 

Senator Smrru. I think it is important to know whether we are 
getting that for Europe or getting it under another item for Korea. 

Mr. Nasu. I think that the ammunition in Korea is all coming from 
the United States. 

General Stewart. The only weapons in Korea that I had any 
knowledge of which were not United States types and being sup- 
ported by United States resources, were those in the United Kingdom 
Commonwealth Division which had Australians, Canadians, and Brit- 
ish soldiers. 

They did have their own weapons. They have to furnish their 
own ammunition. 

Mr. Nasu. A large part of the French production is going to Indo- 
china. 

Senator Smiru. I would like you to point out how much of the 
fighting is being paid for out of an appropriation that is being made 
for some other purpose altogether. That is the thing I would like to 
get most in this hearing. 

Mr. Nasu. | think we can pin that question down with respect to 
our offshore procurement program in Europe for ammunition. None 
of that ammunition is going to Korea. 


PROGRAM FOR INDOCHINA 


Senator Corpon. Is any of it going to Indochina? 

Mr. Nasu. Yes, sir. 

Senator Corpvon. What we are buying? 

Mr. Nasu. Yes, sir. We have a large program for Indochina which 
includes ammunition, some of which is being procured offshore. 

Senator Corpon. These funds indicate that $750 million is being 
spent for ammunition in Europe. It does not mean that that is 
ammunition that will be available for a war which has its situs in 
Europe, it means that a part of it, and you can tell me what part, is 
being paid for, but immediately going out of Europe to Indochina? 
Is that right? 

Mr. Hauasy. As another general answer, most of that which they 
are producing—the figure I gave you was $590 million with their own 
funds, and $735 million under contract with our funds—most of that 
is to be used in Europe. 
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When I say most, I mean really all but what the French are produc- 
ing and sending to Indochina because no one elsa in this situation 
is sending ammunition overseas except the French, and maybe a 
very small trickle of the British to Malaya. 


AMMUNITION PRODUCTION OF OTHER COUNTRIES 


Senator SmitH. Is anyone other than the Biritsh producing am- 
munition to any extent? 

Mr. Hatasy. Yes. The French and Italians and the Belgians 
are producing. For example, in the Belgian program, when General 
Stewart gets to it, I think he will show you that we are not giving 
the Belgians any ammunition. They are producing it all for them- 
selves, are they not, General Stewart? 

General Stewart. In the 1954 program for the army in Belgium, 
there is no ammunition because they provide their own. 

Mr. Harasy. We screen out what they can provide for themselves 
and they are a good ammunition producing country. 

General Stewart. We have here what these countries are spending 
from their own funds for these various things. 

Senator Smiru. Will you supply it for the record and will you tell 
us if they are supplying what they are required to supply? 

General Srewartr. We can try to answer that. 

I take it that what they are required to supply is the building of 
their own reserves to what NATO wants. 

Senator Smirx. In comparison to what we are doing. 

General Stewart. Yes. 

(The information referred to follows:) 
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Tue Evrorgan DerenseE CONTRIBUTION 


In fiscal year 1954, total defense expenditures of European countries (NATO 
plus Germany) will be almost $15 billion—more than double the pre-Korean 
level. Combat readiness of the European forces has increased sharply and the 
defense production of Europe is rising steadily. 

An increasing proportion of defense budgets is being devoted to construction 
and major materiel—the hardware needed for equipping and expanding the com- 
bat forces. During the buildup period, the United States supplied a large part of 
the initial equipment of new European force units, enabling the Europeans to 
devote a greater share of their resources to the raising and training of the forces, 
Now, however, defense production and construction in Europe has been gaining 
momentum, and in fiscal year 1954, of every $10 to be spent for defense by Euro- 
pean NATO countries (excluding Germany) almost $4 will go for construction and 
major materiel, compared to only $2 prior to Korea. 


Defense expenditures, total European NATO plus Germany 


[United States fiscal years, millions of dollars} 


Actual | MSA estimates 


1950 | 1951 1952 1953 | 1954 





| 
Deltech tnitiitieen dindionutinrgitaa an 7,616 | l, 495 | 
Category: | 


13, 711 


I Be acne oceans é Ee 1, 893 z ; 8, 237 
Riser Soe ods eeu a "B45 | , 08: 2, 028 
Construction - ent | 223 | 743 
Operation and maintemance..............-..---- 1, 931 , 226 2, 997 
Other ! dbb svnuiubgi det 1, 469 , 607 2, 490 


3, 454 
3, 150 
1, 084 
3, 482 
2, 541 


1 Consists primarily of German occupation costs. 


Chairman Bripeges. I would like to ask you one question here. 
We have a report, Mr. Nash, and I would like to read you a paragraph 
of it: 

Offshore procurement is the purchase of military equipment to be manufactured 
in Kuropean countries to be delivered to NATO countries, Turkey and Greece. 

I will skip some. Then it says 


From the very beginning it was realized that European armament manufac- 
turers would not be able to compete with American manufacturers and the 
procurement regulations therefore provided that MSA might pay up to 107 
percent of the American price for military equipment purchased in Europe. 
Further attempts to purchase made it apparent that little or no equipment could 
be bought under the 107 percent limitation, so this was amended to allow the 
purchase of such equipment up to 117 percent of the American price. Now, there 
is no provision in the Mutual Security Act for 1952 for limiting the amount of 
MSA military aid program that can be spent on offshore procurement, 


and so forth. 

That is exactly contrary to answers that Senator Cordon is devel- 
oping in his questions. 

I would like to ask you if that is true or false. 

Mr. Nasu. That is true, and the answer to Senator Cordon is true. 
The reconciliation of the two is this: With respect to certain types of 
production in Europe, notably ammunition, and particularly in a 
country that was just getting into the production of ammunition like 
Italy, it has been necessary with some of the initial contracts to pay 
higher than United States prices. 
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Senator Corpon. That is just another way of getting around the 
fact that you were denied the right to furnish them capital as a subsidy 
in the first place, is it not? 

Mr. Nasu. In the sense that you are speaking of their having to 
get their plants going and thereby having a cost in their price to you 
that reflected the cost of plant rehabilitation, I think that is correct, 
Senator. 

PRODUCTION CAPABILITY 


Mr. Wilson has taken a very strong view that once they get pro- 
ducing initially there is no reason why they cannot produce even 
more cheaply than in the United States because they have much 
lower labor cost. We took the view that we would use 110 percent as 
a general standard in the belief that it would be proper to place con- 
tracts in Europe at United States cost of that item plus 10 percent 
which would represent the cost of shipping from the United States 
abroad. 

That would make it properly comparable. 

In the initial ammunition contract the price differential and in some 
of the initial Air Force offshore procurement contracts the price 
differential went above the 110-percent mark. 

That was why, in answer to Senator Cordon’s question, I said the 
program overall represented a saving over United States prices that 
Mr. Halaby firmed up on at about 15 percent. 

If you take it item by item, at the present stage of the game, I think 
we will find while we get 155 millimeter howitzers in France for less 
than the United States cost, the 155 millimeter howitzer shell | 
France will cost considerably more than in the United States. 

The report which we will give the committee will show that some 
items cost more than United States prices, particularly in the ammu- 
nition field. 

But the savings in the other fields, like minesweepers, aircraft, and 
heavy artillery, have more than offset the higher price that has been 
paid for those initial ammunition contracts. 

That is the reconciliation between those two statements. 

Chairman Bripcrs. The theory of offshore procurement, we have 
been told in the past, was'that as a result of lower production cost, 
labor, that actually we would be getting more for our money abroad. 
Is that true, or is it not? 

Mr. Hatary. Let me give two specifics that illustrate the compara- 
ble aireraft cost out of United States production and British produc- 
tion. 

The F-86H is costing the program $837,000 apiece. That is fly- 
away cost plus the spares and follow-on equipment we need to send. 

Senator Corpon. Your guess was $400,000. It was not very close. 

Mr. Hatasy. I was giving you the flyaway cost then, sir. I am 
now giving you the total unit cost. 

The same unit cost for the Hawker-Hunter is $300,000. The 
United States figure is more than two and a half times as much. 

Senator Corpon. Let us take the one that is comparable in 
operation. 

Mr. Hauasy. The performance figures on the F-86H and the 
Hawker-Hunter are very comparable. 
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Senator Corpon. You tolc me awhile ago that it could perform 
missions that the Hawker-Hunter could not perform and that the 
F-86D was more comparable. 

: a Havasy. That is right. The problem here lies in compara- 
ility. 

Now getting to the minesweeper 

Chairman BripGes. Why don’t you answer that? You said the 
Saber F-86 that is flying in Korea today was a comparable plane. 
Will you get the comparable figures on that and the Hawker-Hunter? 

Mr. Hauasy. Yes, sir. 





COMPARABLE COSTS OF MINESWEEPER 


Let me go to the minesweeper while I am looking that up. 

I have here figures that show that the minesweeper built in the 
United States is $2,666,300, and a comparable minesweeper built in 
France is $1,703,396. 

There are differences between those two minesweepers. Hidden in 
the United States cost are a lot of factors that you are quite aware of. 
In the first place, the charge of transporting it over to our allies is 
involved. The tax benefits that may accrue through amortization and 
other privileges to the United States manufacturer, various tools and 
facilities that we have provided the United States manufacturers 
during the war and subsequent to the war are all in there. 

So that the United States contract price does not cover the total 

rice, sir. 
' Mr. Nasu. I would like to meet the chairman’s overall question 
because it raises the general philosophy underlying this offshore pro- 
curement. 

We have some pretty high standards for the equipment for our own 
forces. We do not feel that we have to have in the hands of all our 
allies, some of whom do not yet have the necessary training or the 
ability to handle complicated equipment, the most complete equip- 
ment in order to carry out the mission that they have to perform. 

For example, this aircraft of ours, the F-86H that performs a 
number of missions, we have a use for such an aircraft, but that does 
not mean that we have to put such an expensive item in the hands of 
all of our allies to carry out missions which are different than our own. 

This business of comparing items is tricky. 

We have had so many of these comparisons. Take the Centurion 
tank the British have built. People have said to me, “You can get 
that for one-half the cost of the comparable American tank.” 

I believed that and I passed that statement on to Mr. Wilson. He 
said he was not so sure. He said, “Let me see what the Centurion 
tank will do.” 

He found it goes at less speed than our comparable tank. He 
found a lot of other things in it, as an engineer would, that really made 
it not a fair comparison at all. 

The one thing I want to get down to is that when we are comparing 
things we are really comparing bananas and bananas and not grape- 
fruit and bananas. The basic point I am trying to get across is that 
the equipment we are getting offshore is the sort of equipment we hope 
these countries will be buying between themselves. 
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If the Dutch have a United States tank instead of a Centurion tank, 
they will be looking to the United States for spare parts. 

We would rather have the Dutch look to the British for the Cen- 
turion tank which they can replace in the European market. 

Under our program we have already shipped aircraft which will 
become obsolete and have to be replaced. We would like the J talians, 
the Belgians, and Dutch, to buy British aircraft for replacement 
rather than have us carry on a continuous aid program. 


PRODUCTION OF AIRCRAFT IN ITALY 


Chairman Bripges. I gathered earlier that you said, or it has been 
said here by one of your associates, that we were getting planes pro- 
duced in Italy. Is that not the impression we got? 

Mr. Hauasy. We are coming into production and assembly of air- 
planes in Italy. 

Chairman Brivers. Governor Stassen said yesterday that we have 
not been able to establish a sound program for the production of 
Italian aircraft. 

Mr. Nasu. That is correct. 

Mr. Hauasy. He was making a distinction between assembly and 
production. We have a program for the assembly of aircraft in 
Italy, during which he and Secretary Wilson want us to work out 
a sound program for developing production of the entire aircraft; 
the Italians will then later get into production of the whole aircraft. 

Mr. Nasu. We have North American produce the components 
in this country and send those to Italy. This lets the Italians get 
the necessary know-bow by the assembly process and reasonably 
sufficient know-how for production purposes. 

Senator Smita. What about your shells in the offshore-procure- 
ment program, are they brass or steel? 


USE OF STEEL IN AMMUNITION 


Mr. Hatasy. Most of them to date are brass. They are convert- 
ing over to steel, as a result of one of these NATO correlated planning 
schemes. It looks very promising. 

It is expected that they will convert over and save a lot of very 
high-cost brass and copper. We found that one of the reasons we 
are paying premium prices in Italy for ammunition, and we are 
paying more than this 107 percent you are referring to, sir, and it 
was decided at top level we should, is that brass and copper to the 
Italians costs somewhere around 2% times what it costs an ammu- 
nition manufacturer in the United States. 

Senator Smiru. In those plans is anything being done to meet 
the requirement in copper and steel in the case of a real emergency? 

Mr. Hatasy. The main hope is to convert steel and get away from 
copper and brass. We are moving toward brass. 


DIVISION STRENGTH 


Senator Smiru. I would like to include in the record, Mr. Secretary, 
going back to our talk about divisions and strength, the number of 
divisions that each country has, the number of men in each division 
in each country, and any other figures that will give us a comparison 
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of the strength of our own divisions and the foreign divisions, and that 
would include Russia. 

Mr. Nasu. Will this be the record for publication? 

Senator Smirna. As you would say; I leave that entirely to you. 

Mr. Nasu. I think we could not have that published. “You can see 
what we are telling the other fellow, we are telling him exactly what our 
present strength is. 

Senator Smiru. I will leave the classification to you but I think the 
committee should have it. 

(The information requested, being classified, was furnished to the 
committee.) 


4 


CONSOLIDATING OF DEFENSE AND MSA APPROPRIATIONS 


Chairman Brinegss. I would like to ask you if you are familiar with 
the letter dated July 2 of this year from Mr. Kyes, the Deputy Sec- 
retary of Defense, addressed to me as chairman of the Appropriations 
Committee, containing suggested amendments for the defense appro- 
priation bill relative to the merging and consolidating of appropriations 
between defense and mutual security? 

Mr. Nasu. Senator, I am not familiar with it because I was in 
Europe at that time. I only returned from Europe this week. 

Mr. MeNeil or Mr. Kyes would have to speak to this letter. 

Chairman Brinces. I would like to have Mr. Stassen and General 
Stewart speak to it before these hearings are over because we want 
to know the opinion of Mutual Security, and determine if it concurs 
with Defense, before we mark up the Defense appropriation bill. 

Mr. Nasu. Yes, sir. 


AMMUNITION CONTRACTS 


Senator Corpon. Mr. Chairman, there are 1 or 2 questions I would 
like to ask which I think are pertinent at this time. 

In your contracts for ammunition, your naval units, your artillery, 
and so forth, in these foreign countries, do you deal with the govern- 
ment of the country, or with the manufacturer? 

Mr. Hatasy. We have contracts with both, Senator Cordon. All 
of the aircraft, and I think all or almost all of the naval vessels, are 
contracted with governments. 

In other words, we place a contract with the British Ministry of 
Supply for the procurement of these Hawker-Hunter aircraft. They 
in turn subcontract, so to speak, with the Hawker-Sidley group who 
build it. 

Senator Corpon. The purpose of that, I assume, is to get the 
American dollar in the government’s hands in the place of scattering 
it here, there, and everywhere? 

Mr. Hatasy. That is the incidental purpose. The primary pur- 
pose is to get that airplane, which is a high performance airplane. 
The other purpose is to build up the British mobilization base. 

Senator Corpon. Last year I spent a few hours in France. I 
recall being advised among other things that a year ago last January 
in France our people were prohibited from spending over $300 for 


any facility anywhere in France without special authorization from 
the French Ministry, and that only late last year did we get that 
changed and raised to $10,000. 
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Also, I was given to understand in France in the contracts that we 
made for facilities there we have to make a demand upon the French 
Government that the French Government let the contract and that 
until Jate last year there was nothing that we could do about it if it 
was accepted when it was finished, that the French Government 
reserved the right to withhold any payment to the contractor until 
the job was done and a year thereafter, at which time, of course, the 
Bank of France furnished the money, the interest was paid to it, and 
we paid the overall cost. 

Is that true? 

Mr. Nasu. It was true, and I bear scar tissue of painful negotia- 
tions that got that undone. It is not true now, sir. It took a long 
time to get out from under that. 


PROCUREMENT IN FRENCH MOROCCO 


We are still, I may say, sweating it out with respect to French 
Moroceo. We are going through the same difficult negotiations to get 
our procurement and our general operations in French Morocco free 
of those controls, those type controls that France had on us initially 
in metropolitan France. 

Senator Corpon. I have no criticism of France. France was faced 
with an inflationary program and was trying to control it. 

Mr. Nasu. We had conversations at a high level involving Mr. 
Wilson and Mr. Pleven, Minister of Defense of France, in April of this 
year. We wound up a lot of these long standing difficulties you speak 
of. Now we are on a good sound, fair and square operating basis in 
France. We still have the same job to do in French Morocco. 

Senator Corpon. Has there been any simplification in this organi- 
zation that starts at the top with an international or inter-NATO 
committee and slides on down through about 7 or 8 others before you 
get down to where anybody can do anything? 

Mr. Nasu. You are speaking of the United States side, or the 
international side? 

Senator Corpvon. I am speaking of NATO. 


EFFICIENCY OF STAFF 


Mr. Nasu. The international staff which went through many 
growing pains got going just a year ago, really. It was established at 
Lisbon, but really did not get going at all until July or August a year 
ago. 

Looking back on the first year of operation of the international 
staff, and having participated in and served on a good many inter- 
national committees in the United Nations, I think under Lord Ismay’s 
direction, this international staff is beginning to function in a pretty 
efficient manner. 

We are quite encouraged with what they are doing with respect to 
really getting some coordinated production plan going. 

It is something that will save a lot of money and make for more 
efficient production throughout all the NATO countries. I think 
they are doing a first-class job. 

Senator Corpon. You have been in this game a long time, I take 
it. What is your own view, if you care to express it, as to whether 
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any of the NATO countries will be able, assuming that a day may 
come when their ghost divisions actually are equipped to fight—and 
I assume they are getting the training in military formation and that 
sort of thing—but assuming that they have received the necessary 
equipment so that they are completely battle effective, what is your 
view as to whether France, for instance, will be able out of her own 
economy to support that sort of cooperative armed defense effort? 

Mr. Nasu. Senator, that is a question we have been working on 
for the last 2 years. We have the problem of military requirements, 
and we are not challenging them. We take the advice of our military 
people as to what they think is needed to meet the threat of the 
enemy. 

Then we have to take a look at what these countries can do on a 
long-pull basis. This thing is going to be a long, long pull, in my 
judgment. 

We are trying to establish a built-up force, having behind it the 
mobilization capacity for rapid mobilization if the balloon goes up. 
We are trying to establish a force of such proportions that the country, 
on a long-term pull, can sustain and maintain out of its own available 
budgetary resources. 


INABILITY OF COUNTRIES TO SUPPORT DEFENSE FORCES 


That is why—lI do not know if you were here when I spoke of it 
earlier—we in Paris in April said to the French, who wanted to raise 
more forces, ‘France, you cannot support more forces. You would 
have to look to us for the budgetary support and we do not have the 
budgetary support to give you. So, you stop where you are.” 

We said to another country, that has the manpower and is anxious 
to come up with more military strength, ‘‘You cannot support any 
more than what you have. You cannot support what you have now. 
We have to give you defense support assistance now.”” We are going 
to have a problem with certain countries on a long-term basis. 

Our objective is try to establish for these NATO countries that 
level of forces which, after we help them with the initial capital 
equipment, they can maintain and ultimately sustain on a long-term 
basis out of their own resources. ; 

Senator Corpon. If that is your objective, what are your views as 
to whether they can do it? 

Mr. Nasu. I think they can do it. I also think we can push them 
too far. I think initially we may have pushed some of them too 
far. That is why we always have this great problem with our military 
saying we need more. 

We acknowledge that more is needed. We say, like the judge told a 
fellow whom he was sentencing to 99 years for 3 sentences to run one 
after another. When the prisoner said, “Judge, I am not going to 
live long enough to do it,’’ the judge said, “Do the best you can.” 

That is what we are telling these military people now, do the best 
you can with what we can afford to give you. 

Senator Corpon. That is about all you can tell them, but it does 
not look too hopeful to me. 

Mr. Nasu. I think you were here when I spoke of the Russian 
threat. 

We have not got the necessary strength yet, but I think we are 
coming to the point where in a couple of years from now we will be 
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in @ position vis-a-vis the Soviet threat where we can stand the long 
pull and come out on top. 

Chairman Bripgzs. It will soon be time for us to convene again in 
the afternoon session with Secretary Humphrey. So we will recess 
at this time and we would like to have you gentlemen return next 
week. 

Mr. Nasa. Yes, sir. 

Chairman Bripges. We are going to conduct hearings all next week. 

Mr. Nasu. Yes, sir; we shall be happy to come back, Mr. Chairman. 

Chairman Brinces. I think, gentlemen, on some of General 
Stewart’s material, perhaps we would like to continue on Monday. 

Are you testifying yourself Monday? 

General Stewart. I am available for your committee, sir. 

Chairman Bripees. We can go into a lot of the details on this 
with you on Monday. 

General Stewart. Very well. 

The Chairman. We will recess now. 


AFTER RECESS 
MUTUAL SECURITY AGENCY 
PROGRAM EXPENDITURES 


STATEMENT OF GEORGE M. HUMPHREY, SECRETARY OF THE 
TREASURY, ACCOMPANIED BY GEORGE H. WILLIS, DIRECTOR 
OF OFFICE OF INTERNATIONAL FINANCE AND CLIFFORD J. 
HYNNING, OFFICE OF GENERAL COUNSEL, TREASURY DE- 
PARTMENT 

GENERAL STATDOMENT 


Chairman Briners. The meeting will come to order. 

The hearing this afternoon is a continuation of a hearing on mutual 
security. The witness this afternoon is the Secretary of the Treasury, 
Mr. George Humphrey. 

Mr. Secretary, we are glad to have you. We will want to ask some 
questions later. 

Secretary Humpurey. Senator, I have a statement that I will be 
glad to read. If it is agreeable to you, I will read that and that will 
state the general principles. Then you can ask questions from that. 

Chairman Brinces. Please proceed. 

Secretary Humpnrey. I am glad to have this opportunity to speak 
to you about the expenditures to be made under the mutual security 
program. My concern is not merely with the matter of these funds 
taken by themselves. We must also consider the relation of these 
expenditures to the overall budget picture. In discussing fiscal and 
economic policy in his address on the state of the Union, the President 
referred to— 


the inescapable need for economic health and strength, if we are to maintain 
adequate military power and exert influential leadership for peace in the world. 


ACHIEVEMENT OF BALANCED BUDGET 


This administration will not deviate from its goals of achieving a 
balanced budget and reducing the levels of both spending and taxa- 
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tion. These cannot be immediately accomplished. But they must 
be always foremost in mind and continually and energetically pur- 
sued within the limits of a proper balance with our military security. 
Every program must be considered from this viewpoint. : 

The deficit of over $9 billion in the past fiscal year has added to the 
difficulties of obtaining our objectives. Continuing deficits to this 
size would undermine the economic stability of our country. 

There was, of course, little that President Eisenhower or his ad- 
ministration could do about this deficit for fiscal year 1953. More 
than one-half of that fiscal year had already passed when he took 
office, and commitments for receipts and expenditures for the whole 
year had been largely determined; but of course that deficit becomes 
an added burden in our whole financial problem. 

Even under the President’s proposed budget for fiscal 1954, how- 
ever, there will still be a deficit, largely because of expenditures essen- 
tial to the country’s sound defense and other costs to which the Gov- 
ernment has been committed by past appropriations. But cuts have 
already been made which will reduce the deficit, and we will continue 
to drive toward eliminating it as rapidly as possible. 


ELIMINATION OF NONESSENTIAL EXPENDITURES 


On the expenditure side there are two ways to move toward our 
goal. The first is to eliminate every possible unnecessary or non- 
essential expenditure. The second is to carry out necessary programs 
as economically as possible. The essence of true economy is getting 
the most for your money. That is the way we are trying to proceed 
with respect to the expenditures for mutual security, as well as with 
respect to the whole pattern of Government expenditures, 

In the mutual security program we are trying to balance two 
things: On the one hand, an adequate security for ourselves, and 
directly related to that a strengthening of the military power of our 
friends overseas; and on the other hand, a minimum burden on the 
American taxpayer. We have been working to make this proposal a 
reasonable and considered effort to achieve that balance. 


CONTINUED STUDY OF PROGRAM 


The mutual security program has had, and will continue to have, 
most careful study in the light of our policy of economy in Govern- 
ment expenditures. It has been heavily pruned from earlier proposals. 
As the year progresses we will continue on the alert to eliminate every 
possible additional expenditure, which does not seem justified, to 
make the work more effective. 

In spite of these endeavors, we shall be spending a large amount of 
money for this purpose. This raises the question of whether we can 
afford such a program. I believe that we can and should. While I 
am interested in paring all expenditures to the bone, I consider that 
it would be false economy not to obtain the assistance from our 
friends in the free world which the various parts of this program will 
make possible. The test should be: Will this provide the opportunity 
for more defense of freedom and at less cost than we can get in other 
ways? We should keep that constantly in mind. But programs and 
plans that are well on toward accomplishment had better be finished 
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as economically as possible, rather than abandoned, and lose the 
benefit of much that has been done in the past. 

I might say that particular sentence has more to do with my own 
feeling about this than almost any other sentence in the whole paper. 

Moreover, we should not continue foreign aid on such a large scale. 

Senator Rospertrson. You say we should not continue it on such a 
large scale? 

Secretary Humpnurey. Yes, sir. 

Senator Rospertson. That is what I thought you said. 

Secretary Humpurey. I want to make sure, too. 


REQUEST FOR STUDY COMMISSION 


We must find means for putting international financial affairs on 
a sounder basis. This is one reason why we have asked Congress for 
the Commission on Foreign Economic Policy to study our interna- 
tional trade and finance. Our hope is that the work of this Commis 
sion will point to at least some ways in which we can play our es- 
esential role in world affairs with less strain on the taxpayer. 

You have heard, and will be hearing more, about the details of the 
political and military and other aspects of the mutual-security pro- 
gram, which are not my immediate responsibility. My concern is 
with the money aspects of the program. That we are watching and 
will continue to wate h to achieve as careful a balance of security, both 
military and economic, as we can possibly work out. 

I might, in concluding, say just one thing. Both as a citizen and 
because of my responsibilities at the Treasury, 1 shall earnestly wel- 
come the day when international tensions lessen and the burden of 
preparedness can be lightened. But that day has not yet come, and 
it would be imprudent to think that it is imminent merely because of 
the developments of the recent past. In fact, instead of indicating 
lessened activity upon our part, the developments of the last few days 
would seem to warrant the hope that even intensified efforts on our 
part might be productive of earlier accomplishment of our objectives 
than we had even dared hope. 

For this reason I believe that this Government should continue at 
this time to carry forward a carefully thought-out program designed 
to foster the defensive strength of the free world to the extent we can 
do so without infringing upon the economic stability of the United 
States. 

REDUCED GOVERNMENT INCOME 


Senator Haypen. You mentioned the unbalanced budget. There 
were two factors. One is the amount of expenditures; the other is 
the revenues. Was the income of the Government disappointing to 
you during this last fiscal year? 

Secretary Humpnrey. It was. We estimated in May—and we 
were off in our estimate in May —that revenues would be at least a 
billion and a half below the earlier estimate. The difference between 
the original estimate made a year ago and the actual receipts was a 
difference of something over $3 billion. But even as late as May 
we made a mistake in our estimates, too. 

Senator Haypen. As to your statement with respect to this test to 
provide the opportunity for more defense of freedom at less cost, | 
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take it that it is your best judgment that, by supplying certain military 
aid to European countries in particular, we can attain a combined 
strength of our allies at less cost than if we tried to do it all by our- 
selves. Do you believe that? 

Secretary Humpurey. Yes, sir. 


HIGH COST OF AMERICAN PIVISION 


Senator Haypen. The cost of an American division is exceedingly 
high because of the high rate of pay. 

Secretary Humpnrey. The most expensive thing is men, by far the 
most expensive thing, when you are jeopardizing men’s lives. If we 
can supply materials that other men will use, well, I think we can get 
the job done, if it is done in the right way and under the right circum- 
stances. We can get more for our money than by sending our own 
men as well as the materials. 

Senator Haypxun. Then I am interested in this statement [reading]: 

This is one reason why we have asked Congress for the Commission on Foreign 
Economie Policy to study our international trade and finance. 

Is it your hope there would come out of that study an improvement 
in the relationships commercially between ourselves and other nations 
so they might be able to buy more in this country and pay for it by 
shipping more of their goods in? 


WORLD TRADE 


Secretary Humpnrey. I think, outside of the military threat, one 
of the most serious problems that confronts this country is what we 
do about trade with the rest of the world. We are confronted with 
the British slogan ‘Trade, not aid.”” We have been exporting a lot 
of our own goods and farm products and have been making up the 
difference by MSA money or “giveaway”? money or whatever you 
want to call it, whieh I think should stop. 

How we are going to export the amount of goods, particularly 
agricultural products as well as some manufactured goods that give 
employment in this country, and get them around the world and not 
take in a lot of material that is going, on the other hand, to reduce 
employment in this country, I think is going to be one of the most 
serious and difficult problems we have to face. 

The reason the administration, with the extension of the Trade 
Act, wanted such a commission, was to try to assist in every possible 
way in getting all of the information and facts together to help Con- 
gress and ourselves and everyone else to come to some conclusion 
that will produce the best results on that tremendous problem. 

Senator Haypen. You do hope by reason of this study, say, 
at the next session of Congress you can present definite measures to 
alleviate the situation. 

Senator ELtenper. Mr. Secretary, I wonder if you could expand 
on that sentence “Moreover, we should not continue foreign aid on 
such a large scale’’? 

Secretary Humpurey. Yes; I will be happy to. 
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FOREIGN AID DECLINE 


I think foreign aid ought to be a rapidly declining thing. I will 
divide it into two parts, if you please. They are broad and both 
contribute to the same thing, and yet they are a little different. I will 
divide it into the economic aid and the military aid. 

The military aid, and to what extent it may be continued as I see it, 
is just a matter of how much cheaper can we do it that way than we 
can do it another way. That is a matter of figuring it out every time. 
As long as we can save some money by doing it, I am for it. As 
long as we can save some boys by doing it, I am for it. I put that in 
reverse order. It should be the other way around. It is the boys 
first and the money second. As long as we can save them, I am for 
military aid. That can be figured out each time on its own as the 
time comes along. 

As to the economic aid, I think we have reached a point—not will 
reach it but we have already reached a point—when there ought to be 
very rapid reduction in economic aid. I think it ought to be sub- 
stantially curtailed as we go forward. There is a substantial curtail- 
ment in this program as compared to the past. 

When we went to the NATO meeting in April, one of the very 
great problems we had at that time was the substantial reduction 
that we were intending to make and did make in economic aid. For 
a time it looked as though we might be getting into a lot of serious 
difficulties with our allies because they were expecting more than 
we intended to do. 

As these substantially reduced amounts were suggested to them, 
it caused a lot of commotion, but finally we were definite in the 
amounts that could be developed and I think pretty generally they 
were accepted as—well, it was the best we could do. 

Senator ELutenper. I presume in reaching that conclusion you 
surveyed what was done by this country in the past for our allies? 

Secretary Humpnurey. That is right. 





QUESTION OF CONTINUATION OF ECONOMIC AID 


Senator E.tenper. As I pointed out yesterday, Mr. Hoffman, 
when he was Administrator for ECA, said, in answer to a question 
that when we reached a goal of 125 percent prewar in industrial pro- 
duction, we could end economic aid to Europe. ‘Today the average 
is over 146 percent. Yet we are being asked to continue economic 
aid. Do you not think that in view of that great achievement that 
we should cut economic aid out entirely? 

Secretary Humpurey. No, I do not, immediately; no, sir. The 
reason I don’t is this: When you have a program under develop- 
ment, a plan you have been working on, and it has been going on 
over 2 or 3 years or any other length of time and you are on that pro- 
gram and you have spent a good part of your money on that, and there 
is some yet to do you want to finish, I think it is poor economy to 
chop it off even though you do not like it and perhaps lose what you 
have done. 

Senator ELLENpDER. Can you tell us what else there is to be done 
when such great progress has been made by countries of Western 
Europe? 


36234—53———13 





192 MUTUAL SECURITY APPROPRIATIONS, 1954 


Secretary Humpnrey. I think this, Senator: I am thoroughly con- 
vinced myself that the greatest thing that can happen for peace in 
the world over a period of time is an economic—political, too,tif pos- 
sible, but at least economic—unification of most of Europe. 4 

Senator ELtenperR. That has been the goal for quite some time. 

Secretary Humpurey. A great deal of progress has been made with 
respect to it. I think we are justified in continuing on somewhat 
further in a much reduced way to accomplish that purpose, for which 
we have spent so much money, rather than to chop it off and jeopardize 
the whole business. 


PRESENT FINANCIAL DIFFICULTIES 


Senator ELLenpeEr. In the light of our present financial difficulties 
which you mentioned a while ago, this $94 billion deficit this year, and 
we might get another as high as $7 billion for next year 

Secretary Humpurey. We will find out in a few days. 

Senator ELLenpER. I presume you will. It might be more than 
that. 

What is your view on that? How long can we keep this up and 
remain economically strong so we can then command respect of other 
nations and maintain our Nation’s solvency also? 

Secretary Humpurey. Frankly, I think it is a very short period. I 
think that what is being proposed here—and I want to qualify this—I 
am not prepared, it is not my job and I am not prepared to defend in 
detail every item in this program. I have been over them. I have 
heard them argued. I have heard discussions back and forth. I do 
not pretend to have personal judgment on the detail of these items of 
economic aid because of the fact that in order to get that you have 
just got to trust others to do some of these things. I have the general 
program in mind and I have heard the arguments, but I personally 
have not been guaranteeing every item there is here. 

On the other hand, I am quite sure that with the amount of money 
that has been spent, with the progress that has been made in Europe, 
with the Schuman plan that is in effect today—I am not much of a 
diplomat—but I personally think an economic foundation is easier to 
obtain and is a sounder foundation than a political one. 





ESTABLISHMENT OF ECONOMIC FOUNDATION 


I think if we can establish an economic foundation in Europe 
which the Schuman plan has started and which can gradually increase, 
that you have laid a foundation on which many of these long-term 
political distrusts will finally just have to succumb. 

Senator ELLenpER. That was the main purpose of our giving aid 
5 years ago, in order to establish this economic climate that you are 
speaking of. Now that we have established it, I am rather disap- 
pointed that we have to keep on furnishing so much money in order 
to assist our friends to provide military equipment. It was my 
judgment that when we voted for the Marshall plan that it would 
put our friends across the seas in a position where they could help 
us militarily in the event that the occasion presented itself. 

Secretary Humpurey. I could not agree with you more. I am 
disappointed myself and I wish we could cut it out. If you will stop 
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and think about it, what you have here is that you are talking about 
roughly $5 billion. There are three sets of figures, really. But in 
round figures it is $5 billion, more or less, depending on whether you 
take the House bill or the Senate bill. Of that there is only about 
one billion and a half that is regarded as security aid. The rest is 
military aid. If you take that one and a half billion dollars of 
security aid—— 
Senator ELLENDER. You mean economic aid. 


FUNDS FOR INDOCHINESE WAR 


Secretary Humpurey. It is security aid, because of that one and 
a half billion, nearly half of it is military aid. Right off the bat out 
of that you have got 400 million plus 100 million for the Indochinese 
war. You have 100 million for the Hawker-Hunter planes. That 
is 600 million. 

You have about 100 million in this Chinese item. So you have 
about half of the 1% billion that is really military. So when you get 
down to what you call economic aid, you are down to about $700 
million or $800 million or thereabouts, such figure as that, which is 
a tremendous amount of money. But it is very materially reduced 
over anything in the past and it is a relatively small percentage of the 
total that we are talking about here. 

I think we fool ourselves quite a bit in talking about MSA as $5 
billion. We ought to be talking about MSA as $800 million. The 
rest of it ought to be in the De fense De ‘partment when you get down 
to brass tacks. Maybe it is more convenient to do it this way-and 
there are reasons for it. I am not advocating it be shifted, but in 
thinking about it I think we ought to clarify our thoughts that we are 
not talking about $5 billion of economic money. We are talking 
about $700 to $800 million, approximately, of economic aid money, 
of which a very substantial part is in support of people we are try- 
ing to get to fight for us. 

So the great bulk of it today is to get people to help us fight instead 
of, if you please, the old ECA program which is building up the econ- 
omies. There is very little of this building up of anybody's economy. 

Senator ELLeNpER. You considered it is already built up? 

Secretary Humpurey. Yes. 

Senator ELLenpeER. In reaching the conclusion that you would 
recommend the amount indicated in this bill, what weight, if any, did 
you give to the possibility of getting our allies to do more than they 
are now doing, and have done in the past? 


AMERICAN FINANCIAL PROBLEMS 


Secretary Humpnurey. I gave a great deal of thought to it. When 
I first came down here I was just perfectly amazed, frenkly, at our 
own figures, to see how far out of balance we are in our own financial 
problems and to see we were spending a lot more than we were taking 
in, and that the chance of balancing our income and our outgo was 
very much more difficult than I had any idea it would be. So that 
gave me quite a shock. 

Then on top of that there was a parade of people who came through 
our office from practically all of the foreign countries and every one 
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of them told the same story. They were all going broke preparing 
themselves to defend themselves. 

Senator ELLeNpeR. And we were not. That is what they believe. 
They do not realize our huge debt. 

Secretary Humpurey. We were, too. We finally convinced them 
of the fact we were, too. We set up quite a series of demonstrations. 
Mr. Dodge set up quite a series of charts and had a regular lecture on 
the subject to show what was happening to us. 

Over at the Federal Reserve Board, Bill Martin set up a group of 
charts. He had a couple of hours’ lecture over there. What we did 
with these delegations as they came over, before we got too far in 
discussion with them—we sent them around and let them see what was 
happening to us. Many of them saw that what was happening to 
us was as bad or worse than what was happening to them. 

Then we took the position that we were just going to cut this down, 
and we completely reversed our policy that had been to urge them to 
do more, to set their ambitions higher and higher and force themselves 
to do it. Their obvious answer to that was, we will go so far but if 
you want it up there, okay, you pay the bill. 

Senator ELtenper. That should have been done from the beginning 
of this program. 

Secretary Humpnurey. Our position was, you go as far as you can. 
If you cannot go any farther, we don’t pay the bill. 

Senator ELtenprer. That should have been done at the inception 
of this program, to make it plain to those people every dollar they 
were getting from us was borrowed money. 

Mr. Secretary, I judge from the statement you have made to us 
that our economy can well stand these expenditures. 

Secretary Humpurey. I will not say we will stand it. I will say I 
hope we get by. 


EFFECT OF WAR EFFORT ON SALARIES AND PROFITS 


Senator EttenprerR. Can you tell how much of our present lush 
sales and profits that are being made now and, say, in the last few 
years were attributable to this war effort—the huge expenditures now 
being made by our own Government, not only for our defense here, 
but for mutual defense? 

Secretary Humpurey. That is an extremely difficult thing to say. 
I think that while earnings have increased in a great many cases and 
while some people have thought they made money and had more 
dollars than they had before, they have got to remember the dollars 
are not worth as much as they were before. In a good many cases 
I think if you take earnings that individuals have or that corporations 
have and cut them in half, when you make your comparison with 
10 years ago or 12 or 15 years ago, the comparison is much more real 
than it is when you just compare 50 cent dollars with dollar dollars. 

There is not any doubt that when the Government spends a great 
deal of money buying things that are only good for security, we are 
actually not advancing the scale of living of our people as much as 
we could, because that much effort is only good for our defense. We 
have to have our defense, but it is too bad we have to have it. 
Defense can only be purchased at the expense of what the people 
otherwise would have had. 
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Senator ELLunper. A time will soon come, and I am sure you hope 
the same way, when we will be able to curtail these expenditures made 
not only abroad but at home. Assume for the sake of argument that 
next year we have another deficit of $7 billion which will bring our 
debt to $272 billion. Let us assume further that within the next 
2 or 3 years most of this expenditure is cut off. How do you think 
we are going to fare in meeting interest and retiring this debt? 

Secretary Humpurey. The two things do not quite go together. 

Senator ELLENDER. W hy not? 

Secretary Humpurey. As we cut off expenditures, then we do not 
increase our debt. As we cut off expenditures we balance our budget. 


TAX DECREASES 


Senator ELLENDER. But you decrease your taxes? 

Secretary Humpurey. That is right, but we should not decrease them 
more than we decrease our expenditures. In other words, we ought 
to balance our budget or see that balance in sight, before we begin to 
think we are heading for it, and before we begin to cut off the income, 
and before we begin to reduce the taxes. 

Senator Maenuson. He is not talking about taxes. As you cut 
off the expenditures, you cut off the intake, not the rate of taxes. 

Secretary Humpurey. What do you mean, “the intake’? 

Senator MaGnuson. The intake into the Treasury. The receipts 
of the Treasury drop down. That is what happened this year. 

Secretary Humpurey. No, the receipts are dependent upon the 
taxes. 

Senator ELLeNpreR. Your taxes are dependent on the income you 
can assess. 

Secretary Humpurey. If our income goes down and our expenses 
don’t go down— 

Senator ELutenper. If the huge income now coming in and is at- 
tributable to our war effort, to the huge expenditures our Government 
is making not only here but abroad, suppose that were to be cut off 
in the next 2 or 3 years—and I hope it is—how do you expect for us 
to pay this huge debt? That is what I would like to know. 

Secretary Humpurey. The way that is cut off is because we do not 
spend so much money for it. If we do not spend so much money for 
it, then we do not need so much if we have not spent so much. ‘They 
go together. If we do not spend so much, if the people, companies, do 
not make as much because we do not spend as much, why, then, our 
expenses go down as well as our income. 

The Cuarrman. Mr. Secretary, several committee members here 
want to ask questions and some of them have to leave. 

Senator E,uenper. I know I have gone beyond my time. 

Chairman Bripces. Senator Smith and Senator Young would like 
to ask questions. 


APPROPRIATION OF FUNDS UNDER DEFENSE BUDGET 


Senator Smrru. I was interested in your reference to setting up a 
part of this fund fer defense rather than for mutual security. Largely 
because all of the testimony that I have been listening to indicates 
clearly that a large part of the Korean war is being financed by means 
other than which were appropriated for the Korean war and Indo- 
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china, do I understand you would recommend that a large part of 
this money be appropriated under the defense budget and this be 
lowered? 

Secretary Humpurey. No, Senator. Whether that should be 
changed one way or another as a matter of practice depends upon the 
economy and ease of handling the thing as between the two depart- 
ments. What 1 was urging was that we do not get mixed up in our 
minds between what is for military expense and what is for economic 
security or economic relief. 

Whether it is cheaper or easier or more effective to route the expend- 
itures this way or that, I think that is a matter on which I have not 
any judgment. I have not studied the efficiency of the departments 
or how they work. 

Senator Smirx. You would believe if we place the responsibility 
and authority and had a direct line and set it up so the military money 
that was being spent for fighting in Korea and Indochina and other 
places were so marked rather than making it to MSA and then going 
to the expense of transferring them, and heavens knows how much 
would be transferred, would be in the line of economy? 

Secretary Humpurey. I do not know. I would not get mixed up 
in my mind about what my money was going for or whether it goes 
through one set of offices or another. That is a matter of office 
management. I am not prepared to pass judgment on those two 
departments. 

Senator Smiru. That is where I am mixed up because I do not see 
how we can possibly go on financing wars through MSA. It seems to 
me we must get down and have one head for the program and when 
they are fighting a war be sure the money is going for that purpose 
and not on the pretense of buying up other countries. 

Secretary Humpurey. You must at least be sure that you know 
what is happening. 

TRANSFER OF FUNDS 


Senator Smirn. But we cannot find out. I have been trying to find 
out for a long time just how much is being transferred. If you ask a 
question, unless you asked enough people the same question and make 
the question broad enough, you always miss a spot. I must say that 
as far as I can see we have no way of knowing the extent to which 
the transfers have been made from MSA to other purposes. I think 
it is awfully important before we vote on this that we have it whether 
it is through the Treasury or through MSA or Defense. 

Secretary Humpurey. We pay the final bill. That would be as 
between the departments. We would not be in position to help you 
on that. 

Senator SmirH. You pay whatever the bill comes in. You do not 
have a means of checking it? 

Secretary Humpurey. We know where it goes, but as to how effec- 
tive it is to handle it one way or another, I do not believe I could tell 
you that. 

Senator Smiru. Isn’t the accounting system such that that is sep- 
arated so that you know whether it goes to the Korean war or whether 
it goes to building up Germany or not? 

Secretary Humpurey. I think so. We know where it goes. 

Senator Smiru. That is what I would like to know. 

Chairman BripGes. Senator Young. 
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RELATION OF FARM AND NATIONAL INCOME AND TAXES 


Senator Youna. I would like to ask you a question or two about the 
relation of farm income to national income and tax receipts. I have 
a table before me—and I got the figures from the Department of 
Commerce and the Department of Agriculture—which shows since 
1929 that the national income is always approximately seven times 
the farm income. Nearly half of our people living on farms or little 
towns of 200 or less population, they represent a tremendous purchas- 
ing power. What effect do you think the recent drop in the farm 
prices will have on income for the Federal Government a year from 
now? Have you made any calculations? 

Secretary Humpurey. No. I am sorry, I do not believe I can 
answer that. I can tell you this: that if it gets out of line, we will be 
in trouble. 

Senator YounG. You remember in 1928 when farm prices dropped, 
the rest of the economy was doing well, and the next year afterward we 
found ourselves in trouble. 

After World War II, in 1949 and 1950, farm income dropped and 
the national income dropped. 

Secretary Humenrey. We can get ourselves into a lot of trouble if 
any large segment of our people get far out of line with the rest. 

Senator Youna. I think it is very important to have inserted in the 
record at this point the tabulation of figures from the Department of 
Commerce and the Department of Agriculture showing that the 
national income has always averaged approximately seven times that 
of the farm income. 

Secretary Humpnrey. What do they show now? 


1952 NATIONAL INCOME 


Senator Youna. For 1952 the national farm income was $36,982 
million and the national income was $291,200 million. 

Chairman Bripers. That will be made a part of the record. 

(The information referred to follows:) 








Gross farm National | Gross farm National 

Year income income Year income income 

(billions) (billions) (billions) (billions) 
1929.... — oan $13. 832 87. 4 | 1942. _. $17. 942 $137.1 
1930... how 11. 420 75.0 | 1943 22. 225 169. 7 
1931. ..- os 8. 378 58.9 1944 23. 337 183.8 
1932... i . 6. 400 41.7 || 1945 24. 581 182. 7 
See bubds 6. 919 39.6 || 1946 28. 195 180. 3 
1934... Ne » 8.019 48.6 1947 33. 688 198.7 
DES baatebeccddnstt 9.012 56.8 1948 34. 263 223. 5 
Rion gil om 10. 349 | 64.7 || 1949... | 31. 578 216.3 
et MBER acre 10. 849 | 73.6 1950 | 31. 803 239. 2 
BOs hob iiheite jbo chaiie 9. 591 | 67.4 | 1951 et | 36. 445 277.6 
BO a shitinnads | 9. 663 | 72.5 || 1952.._. \ inde 36. 982 | 291.2 
1940. _........ 10. 196 | 81.3 || ———— | ——- —-— 
Ten asbenbclecnses 13. 163 103. 8 Total... f 448. 830 3,171.4 


Average turn of gross farm income: $7.06 billion. 
_Source of data: Agricultural Income, Bureau of Agricultural Economics, U.S. Department of Agriculture; 
National Income, Survey of Current Business, U. 8. Department of Commerce. 


Chairman Bripacgs. Senator Robertson. 
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CONTRIBUTIONS TO ALLIES 


Senator Ronerrson. Mr. Secretary, commencing with World War 
I to the end of World War II we contributed in one way or another 
or our Allies about $60 billion. Since the end of World War II we 
have contributed about $42 billion more. We have, through that 
period, scrupulously refrained from trying to dictate the form of 
government of any allied country, although we know that socialism 
in Europe has dissipated a large amount of our economic aid. 

It seems to me we are rapidly approaching the point where we will 
not dictate but we will have to be firm where our own vital interests 
are concerned. We were forced to take a firm stand in the end in 
Korea where we spent $15 billion in defending the South Koreans, 
and because we have not unified the country which we never prom- 
ised to do, Syngman Rhee runs out and tries to dictate our foreign 
policy and put us in a big mess. 

We know if the French would be more liberal in their treatment of 
Indochina—they may not go as far as we did in the Philippines, but 
be more liberal—the situation would be greatly eased in Indochina. 
Yet we put up in this bill $500 million more to continue the French 
war in Indochina when they will not even draft their own men to go 
because it is too unpopular to draft a boy. 

We know our problem would be greatly eased in Western Europe if 
France would come into the European defense community so that we 
can bring a German force in not as a German nationalistic army but 
as a unified army. Yet France, because of fears of German strength 

r trade, will not come along. 

ah you say we cannot keep up these expenditures this way 
indefinitely, it seems to me the time is on us now when without trying 
to dictate the form of government or the national policy of every other 
nation, we could say we are not going to continue this financial burden 
on our people unless your program is better aligned to our interests 
and not dictated solely by your own interests and your desire to stay 
in office. 

What do you think about that? 

Secretary Humpnrey. I think I could not have said it quite so 
well. 

Chairman Brinces. Senator Dirksen. 


FUNDS IN FORM OF LOANS 


Senator Dirksen. When the authorization bill came before the 
Senate, I formally suggested that perhaps one-half of the funds made 
available in title 1, which would be European military aid, essentially, 
be made available in the form of loans. I am not to unrealistic as to 
believe that it is the best security in the world and that it might not 
be a dubious investment as a loan, but at least it would have the virtue, 
if it were made a long-term loan at the going Federal rate of interest, 
to have some appeal to national self-respect which I think is a vital 
factor. Have you an opinion as to whether that would be a desirable 
woprvem! 

Secretary Humpurey. Title 1, let me understand what that is. 
That is the European problem. My only feeling is that I hate to kid 
myself or anybody else. They are not loans. They cannot make 
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good loans. They are not loans on which you will get paid. They 
will hang over. I think that what you do is to sort ‘of fool yourself, 
and them, perhaps, when you make a gift and call it a loan. 

In addition to that, you do this thing which is much worse; you 
impair their credit otherwise. 

I think so long as what we are doing is not really lending money, 
we had better not fool ourselves and call it loans. We had better call 
it grants. By calling it grants we do not impair their credit for the 
future and further embarrass them in any efforts they make to get 
their own house in order. 

A lot of these fellows have to go through some reorganization on 
their own to get straightened out. If we have some phony loans, it 
further complicates that without doing us a bit of good. 


USEFULNESS OF INTERNATIONAL BANK 


Senator Dirksen. Would that be another way of saying at long last 
the International Bank and the International Fund which was 
developed at the Breton Woods Conference with such fanfare has 
virtually no usefulness today? 

Secretary Humrurey. No; not at all. On the contrary, I think 
they both have very great usefulness today. I think they can be 
made very much more useful than they are. There is a perfectly 
tremendous lacl. of capital througbout the world. One of the things 
tnat we can do, one of the important things that we can do in this 
trade situation that Senator Hayden was talking about, is to make 
really good investments from America into foreign lands in various 
ways. 

It will help ourselves and it will help them. That cannot be done 
until we have proper climates in the countries where we are going to 
make the investments, until the people want us to come in there, and 
an awful lot of them do not want us. 

Senator Dirksen. You say “‘Us.”” Whom do you mean? 

Secretary HumeHrey. The United States, Americans, either Gov- 
ernment or others, unless it is just banded to them. 

As time goes on I think that the Export-Import Bank and the 
World Bank perhaps may work with some other private financial setup 
that will permit money to go in on an equity basis. 

I am not talking about a Government agency, I am talking about 
some way that the peoples’ money can be pooled in some way to go in 
on an equity basis, which may be a very desirable thing to work out. 

I think gradually through proper kinds of loans that are really loans 
and that will be paid and which are set up as a regular business proposi- 
tion and perhaps some equity investment, I think investments from 
one country to another may be a very desirable thing to have. 


INTERNATIONAL BANK, UNPLEDGED RESOURCES 


Senator Dirksen. Do you have in mind a figure as to the unpledged 
available resources of the International Bank that could be used for 
this and other purposes? 

Secretary Humpnurey. I have not got it in my mind, but you see, 
I doubt if you can get just such a thing because the World Bank is a 
self-financing thing to a very large extent. What they do is to make 
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loans. They were given a backlog of money from the contributing 
countries. With the backlog that the contributing countries put in, 
they go out and make loans to various enterprises, with a guaranty of 
the Government where the enterprise is located. 

Then they take those loans they make and issue their own bonds. 
Then they sell World Bank bonds to the peoples of the world, largely 
in this country because that is where most of the available capital is. 
The more they lend out, the more bonds they can try to sell which 
replenishes their assets and they lend more money. It is a very 
effective thing. 

The various countries have contributed their shares in it—I will not 
say their shares, they have contributed shares. Whether they are 
properly proportionate or not, I will not say; but they have contributed 
shares, so they participate init. I think it can be an extremely useful 
thing in this world in supplying capital in places where capital is so 
badly needed and where so much has been destroyed. 

Senator Dirksen. When this matter was under consideration, did 
they seek your opinion on this proposal to guarantee investments 
abroad against expropriation by using the insurance payment idea? 

Secretary Humpurey. There have been several plans of that kind. 
It is one of the things under study, and that is whether or not there 
can be some appropriate tax revision so that there will be no double 
taxation and thereby furnish an inducement for investment. I doubt 
very much if it is desirable to have our Government guaranteeing a lot 
of investments all around the world. 

Chairman Bripexs. Senator, may I interrupt? 


FOREIGN AMERICAN INVESTMENTS 


Mr. Secretary, that is one thing that we are hearing a lot about. 
Mr. Stassen said that is one thing that should be encouraged. Various 
others have also, but the record is, as you well know, that the United 
States has allowed American investments to go abroad. Then we 
have sat on our hands and have allowed country after country to take 
them over, and we have done nothing except make some mild protests. 

One of the things we want to know, Is that being studied and is 
there some hope that if we do encourage American investments abroad, 
are we going to get American protection for them? 

Secretary Humpurey. I will answer the first part first. 

The answer is “Yes’’; it is being studied. It is being very vigorously 
studied by several of the departments working together. We have 
already had two meetings with quite a large number of people who are 
operating in foreign countries. We thought they would pe the best 
ones to start with because they are having actual experience in several 
countries around the world. 

Just what will come out of those studies, I am not prepared to say. 
We will have some further idea about it and we will have some idea as 
to the taxation features of it by the time we get our tax bill, which 
will be in January. We hope to have some definite recommendations 
with respect to the taxation features of it. 

As to the other part of your question which is, to what extent 
does this country want to have the flag follow the dollar, I think that 
is a pretty big thing to say. I do not know. You can go all the way 
from the English theory that obtained in the Elizabethan times of 
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the flag following the pound the world around, and it was extremely 
effective at that time. To do nothing about it as we have done in the 
late years, I do not know. 

We have now developed in this world in many countries an intense 
nationalistic spirit to such an extent in many countries in the world 
that Americans just aren’t welcome. They do not want us or our 
money if we have to come with it. 

Chairman Bringgs. | think that is very well put. 

Until that attitude is changed and until they reach the place where 
they feel that it is to their real interest to have more capital and more 
activity then they themselves can supply and they want some help, 
we are not going to get too far by guaranties and reliefs. 

Senator Dirksen. I have one more question. It is a little on the 
rough side and you do not have to answer it unless you are so disposed. 


EFFECT OF CONGRESSIONAL REDUCTION IN FUNDS 


Secretary Humpurey. Maybe I will give a rough answer. 

Senator Dirksen. Would you care to evaluate what will happen 
to this program if Congress in its wisdom or lack of wisdom should 
decide to cut another billion dollars out of this amount? 

Secretary Humpnarey. Yes. I will answer that just as roughly as 
you put it. I think it would be foolish to cut off $1 billion. I think 
it is the job of Congress and I think it is very proper they should 
study every item in it and go through it. 

| get tangled up in words. There are some allocated, committed, 
programed—there are 15 words they have and you have got to have a 
dictionary with you to know just exactly what you are talking about. 
There are four or five hundred million dollars here that in this year’s 
original request are uncommitted, unallocated, and unprogramed. 

Senator Dirksen. And untagged. 

Secretary Humpurey. Maybe tagged is the right word to use for 
all of it. There is some of that 

That is a subject you can give consideration to. 

In addition to that there is one very difficult problem here that I 
think needs some further clarification, probably. That is the money 
that was obligated and then the General Accounting Office went over 
it and it was deobligated. That has to do with future commitments, 
how materials are supplied that are still indefinite, and just how that 
should be worked out. 

I think you might develop some plan for working it out that perhaps 
would come back to you on the program. That at the moment is 
deobligated. That is something that might be developed that you 
might want to have your tag on for a while until they got another tag 
that you approved of. 


EXAMINATION OF PROGRAM 


Chairman Bringgs. In line with Senator Dirksen’s question of 
your being up here supporting this appropriation, you are testifying 
that it would be foolish to cut off $1 billion, but I have to ask you for 
the committee: Have you examined this program and do you know 
that is is the irreducible minimum which is essential to the success 
of this mutual-aid program? 
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Secretary Humpurey. No, I could not say that to the dollar. I 
can say this: The program we are talking about now is a little dif- 
ferent from that which I was talking to Senator Dirksen about, 
What I was talking to Senator Dirksen about is not part of this 
$5 billion program we are now talking about. This is part of a 
previous program which was deobligated, which was obligated and 
deobligated. It is part of the previous appropriation. 

This $5 billion we are talking about, you can subdivide this $5 
billion into fairly understandable figures and just very roughly it is 
$1% billion of security and about 3.8 billion or $4 billion of mil- 
itary items, military end items. 

While 1% billion of that is offshore procurement, that $4 billion 
of military end items is a military matter and goes to help the military. 
The other 1% billion, if you take the 1% billion, you can take about 
six or seven hundred million dollars of that out and that is Indo- 
china and the airplanes and things of that kind. 

So you get down to a study of seven or eight hundred million 
dollars which goes into 8 or 10 places where you can give it a pretty 
careful look. That is why I say I think it would be very foolish to 
just lop a billion dollars off and not know what is going to happen. 

Senator Dirksen. I probably should have refined the question 
somewhat to say that certainly the committee will go through every 
item to ascertain whether or not in its judgment first it is indispensable 
and secondly whether there is waste and overlapping. 

Secretary Humpurey. It is not such a big job. It is seven or 
eight hundred million dollars of items you will want to check over. 


OFFSHORE PROCUREMENT PROGRAM 


Senator Dirxsen. Mr. Secretary, do you concur in view of this 
offshore procurement program that it is, after all, just another feature 
of economic aid as distinguished from military aid? 

Secretary Humpurey. No. 

Senator DirKsEN. You have seen that opinion expressed, I am sure. 

Secretary Humpurey. I have seen it, and they are wrong. Offshore 
procurement serves 2 purposes instead of 1. Offshore procurement 
supplies military end items, but it supplies them by purchasing them 
over there and, by so doing, it helps the economic situation in the 
country where the purchase is made. So, it is a military end item 
that serves the purpose of economic aid to the country where the 
production is. 

Senator Dirksen. So, in that sense it is really economic aid? 

Secretary Humpurey. It serves two purposes. It is a double 
purpose. As long as we do not need it here and it is not essential 
here, it serves a double purpose by buying it there. 

Senator MaaGnuson. It has one dangerous aspect, though, the 
defense aspect. Your aircraft-procurement program will build up 
factories if something happens there. 

Secretary Humpnrey. That is true in anything you do. Our 
whole ECA program, when we went over—that was one of the biggest 
bridges we had to cross when I went over to revise reparations. You 
have got a dilemma on your hands. If you did not leave any plants 
in Germany, how could they live unless we feed them the rest of their 
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lives? If we did give them plants and the Russians came in and took 
them, we would build up war potential. 

Senator Maanuson. It was a serious matter in this aircraft-pro- 
curement program. 

Senator Youne (temporarily presiding). Senator Dirksen. 

Senator Dirksen. Necessarily, your answer will have to be in the 
speculative realm, but I did ask Secretary Dulles because in his 
prepared statement he said the Soviet peace offensive was only a 
shift in tactics rather than a shift in basic concept, so he could not tell 
where we might wind up this program, which was another way of 
saying that, contrary to the opinions expressed on the floor by very 
distinguished Senators like Senator George and others, he would 
foresee this program had to go beyond next year. 

I suppose in the prints you have seen expressions. There are some 
who felt that certainly a year hence this thing would have to be 
chopped off; if not entirely, at least substantially. 


FUTURE OF PROGRAM 


Do you have an opinion as to the future of the program beyond 
June 30, 1954? 

Secretary Humpurey. I would not say I have an opinion; I will say 
I have a hope. I think you have got to divide the program into two 
items: the military and the economic. As to what you do in the 
military, I think it will depend very largely upon what we do with 
our military. 

How long are we going to have to carry on our military preparedness 
to provide security for ourselves in the world? If we can procure 
some or send them some, which will be cheaper than doing it ourselves, 
then I think we will want to carry it on because it is cheaper. 

As to the economic, I hope that we are at the end of it or very near 
it. I think we ought to strive for it. What we do in the future ought 
to be very carefully thought out and considered. When I say that 
I want to have you recall again that what we are talking about is 
six, seven, or eight hundred million dollars of that character of material, 
not $5 billion. I do not know whether it would be possible, but 
| hope we are getting right to the end. 

Senator Smirx#. Mr. Chairman. 

Senator Youna. Senator Smith. 


EFFECT OF OFFSHORE PROCUREMENT ON AMERICAN ECONOMY 


Senator Smiru. In response to Senator Dirksen’s question about 
the effect of offshore procurement on the economy of other countries, 
you made it quite clear you thought it helped them. What does it 
do to our own economy? 

Secretary Humpurey. That depends upon the situation current at 
the time. If we had a lot of people out of work, if we had a lot of 
businesses idle, and if we had a lot of materials not being used, I think 
it would be quite harmful to our economy to take any business we 
might have here and place it elsewhere rather than building it here 
and sending it there. 

Senator Smira. What is your opinion of its effect on our economy 


as far as the schedule goes? 
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Secretary Humpnrey. I do not think it is harmful. I think we are 
now operating with just about the smallest unemployment in the 
history of this country. We have the greatest volume of turnover in 
the history of this country. I think that to have some of this bought 
over there is perhaps advantageous to us to relieve some pressure on 
prices and relieve pressures on materials that might better be used for 
other things, things we want here ourselves. 

Senator Smira. Actually, that was our first basic objective, to 
build up the economy or get the people on their feet in foreign coun- 
tries. That would help to that extent. 

Secretary Humpurey. I do not think under present circumstances 
it hurts us. 

Senator Smirx. And be somewhat of relief on the tax situation. 

Secretary Humpurey. You might want to reverse it under different 
circumstances. 

Senator Ettenper. A dollar will go much further abroad. 

Secretary Humpurey. It ought to. 


PERCENTAGE OF FUNDS FOR OFFSHORE PROCUREMENT 


Senator MaGnuson. Do you know offhand what percentage of the 
$4,074,000,000 which is for that material is offshore procurement? 

Mr. Hauasy. Could I help with that. In the old program there 
are $14 billion for military material. Two billion dollars has been 
placed offshore, so one-seventh is offshore. In the new program where 
we are requesting approximately $3.6 billion there is no exact figure, 
but it will range between $1 billion and $1% billion, depending on 
how many good contracts we can place. 

Senator MAGNUSON. So, the percentage is running about the same? 

Mr. Havasy. It would be a little higher. That reflects the new 
administration’s policy of getting their production higher so that 
they can buy this equipment themselves and buy from each other 
rather than wait and get it free from us. 

Senator Maanuson. I would not think it would be a new policy. 
I think the answer would be these countries, as we moved along, 
the availability of production facilities would be the policy of any 
administration because that would be available for them as you move 
the program along. 

Mr. Hatasy. The only point I was making is the emphasis has 
gone from one-seventh to one-fourth. 

Senator Smiru. Except that the more of these contracts we place 
elsewhere, the less money we get here and the less money we have to 
continue to help them, is that not true? 

Secretary Humpurey. That is right. 

Senator Macnuson. I have been somewhat confused by the title 
of the breakdown. They have Asia, Pacific, Europe—$518 million 
and $495 million for mutual defense financing. I think I know what 
it means, but I am not quite sure of their title. 

Secretary Humpnrey. You had better not ask me to explain these 
words. I could not remember “deobligated.” 

Senator Macnuson. I thought maybe the word “financing” might 
have put you somewhat in the picture. 

Senator Youna. Are there any further questions? 

Senator Macnuson. I wanted to ask one. 
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ACHIEVEMENT OF ECONOMIC UNITY IN iSUROPE 


There has been a great deal of talk in regard to this program in the 
whole European economic system as to how we can better achieve 
what we call economic unity in Europe. I am wondering what 
progress is being made on the question of currency stabilization, unit Vv 
of currency. It seemed to me that was one of the obstacles, the 
question of the inability of European countries to put together their 
currency problems. I don’t mean their budgets but their money. 

Secretary Humeurey. They are not making too much progress w ith 
it. They have the EPU, the European Payments Union. That is 
continued for another year. That works satisfactorily among the 
participants, although some of the countries are getting pretty far out 
of balance. Some of them are getting pretty high on the credit side 
and some of them pretty far on the debit side. It has some compli- 
cations, but it is working. 

As to general convertibility, very frankly, it is pretty difficult to 
see just how and under what circumstances that can be developed. 

Senator MaGnuson. It seems to me until we make some progress 
on that that all these broader things we talk about, investments 
abroad, guaranties, people who do make investments abroad now in 
Asia or Europe have about as much difficulty getting anything out as 
they have to get our dollars. It is a complete blockade. It affects 
the whole question of rehabilitation, what we do here. 

Secretary Humpurey. It is like the chicken and the egg, which 
comes first, whether you get your production up and then get your 
money straightened out or whether you get your money straightened 
out first. As a matter of fact, they have to pretty much go together. 
Which it will be is difficult to say. 

Senator YounG. Senator Dirksen. 


AVAILABILITY OF PRIVATE CAPITAL IN FOREIGN COUNTRIES 


Senator Dirksen. | do not know whether any survey or census has 
been made, but I have been wondering what is the exact availability 
of private capital in these countries that we are helping. Consider 
Great Britain, France, and Italy where you have at least a partial 
socialization of the country. Is capital actually available for the 
building of industry under the system that operates there? 

Secretary Humpnrey. That is different in each country and it is a 
little bit as it is here. It depends on what you offer for the capital, 
as to whether you get it. They are short of capital, particularly Ger- 
many. Their capital assets have been so destroyed and the desire to 
build them and the necessity to build them up is so great, the people 
are working to do it, so that they are really short of capital. Quite 
a good deal of capital, I am sure, could be well used in Germany on a 
sound basis. 

As to England, they, I think, have no capital to go outside the 
empire. Belgium is much better. Holland is pretty good. It 
fluctuates around. 

The most difficult one of those larger European countries, with the 
most difficult financial situation, is France. 

Senator Dirksen. There is one other question which ought to be 
asked which goes back to the original act. It was insisted at that 
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time in the original act we write a provision that this program had 
to be within the capacity of the United States. That has been 
written also on party platforms. 

I am quite aware of the fact they quickly snapped up your refinance 
offering. I suppose they oversubscribed im a day, did they not? 

Secretary Humpurey. You do not want to put too much stock in 
that. Those things are either a great success or a failure. Ours 
Was @& success. 

Senator Dirksen. I used that only as a book drop to get an opinion 
from you as to whether or not substantially the same amount is 
within the capacity of the country at the present time. 


DESIRE FOR REDUCED EXPENSES AND TAXES 


Secretary Humpnrey. That is what I tried to say in my written 
statement. I have said many times there isn’t anybody in this 
town that is more anxious to get our expenses down, who feels it is 
more necessary for the good of America to get out expenses down, 
than I am. I believe we must get our expenses down and we must 
get our taxes down. I do not think we can be too long about it. 

On the other hand, we must keep our eye open for our security. I 
believe by and large this program as outlined, with minor adjust- 
ments— not major but minor— general speaking, gets us on our road 
toward security on as cheap a basis as we can get it in any other way. 
That is why I am for it. 

Senator Maanuson. What part of the budget pie is this $5 million? 


MILITARY EXPENDITURES 


Secretary Humpnrey. Our total expenditures are about $74 billion 
and this is about 5 of it. 

Senator Macnuson. We have about 62 percent direct military 
expenditure? 

Secretary Humpnrey. In here? 

Senator Macnuson. Of the whole amount, 62 percent. 

Secretary Humpurey. Maybe it is a little bigger than that. 

Senator Magnuson. But that is round figures. We have about 
8 cents out of every dollar in the Veterans’ Administration; about 
6 percent interest on the debt. 

Secretary Humpurey. This is about the same size as the Veterans. 

Senator MaGcnuson. So we get down to this whole problem that 
the cost of running the Government itself runs around 16 or 17 cents 
out of a dollar and the rest is for this sort of business. 

Secretary Humpnrey. That is right, or some of these other things. 

Senator MaGnuson. Except the interest and the VA? 

Secretary Humenrey. That is right. 

Senator ELtENDER. That is why | indicated a while ago when I was 
asking questions here that when you consider 76) percent of every 
dollar appropriated goes toward paying for past wars and to protecting 
ourselves in the future, if perchance this should be suddenly cut down 
or out, I am wondering how would it ever be possible for us to pay this 
huge debt that has been accumulating over the years. 

Senator Magnuson. The Secretary points out if this were cut out, 
your expenditures for running the Government, the Congress, the 
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Treasury, the whole business, are very small. So the amount coming 
in would not need to be as great. 
Secretary Humpurey. You cut this down and the amount you 
need in goes down with it. 
Secretary Magnuson. Surely your intake is going to suffer in the 
meantime. 
INTEREST RATES 


Senator ELLENpER. You have certain fixed charges there that you 
cannot just wish away. You have got to meet them, You take your 
interest rates, Mr. Secretary. I figured it out the other day that if 
all of the money that we now owe carried interest at 3% percent, it 
would increase our carrying charge alone almost $2 billion. What 
about that? That is an added cost to our Government. 

Secretary Humpnurey. Senator, we are opening up a couple of 
hours’ discussion and I do not believe either one of us want to do that. 
But I will say this: that over a period—and I will try to say this just 
as dispassionately as it can be said—during which we have kept our 
interest rates from rising, a matter of three-quarters of 1 percent, 
which is about the difference between what they are today and what 
they were 15 years ago, we have seen the dollar depreciate 50 percent. 

In other words, to buy the things that we had to buy so we would 
only have to not pay three-quarters of percent more interest or 75 
cents a year more interest on a hundred dollars, we have paid out twice 
as many dollars and added twice as much to our debt as we would 
have if we had maintained the level of the dollar, the worth of the 
dollar, the soundness of the dollar, and had been willing to pay 75 
cents more in interest. 

Senator Magnuson. We got more than $2. 

Secretary Humrurey. Well, I think that is right, but you would 
have had more than $1 because that comes about through what I hope 
will always continue in America; that is, through the ingenuity of the 
American people and the investment of their savings they put more 
power in your hands every day to get things done and make you 

capable of earning and producing more every day. As long as you do 
that you keep our American scale of living rising. 

Senator Maanuson. I think a 50 cent or a dollar dollar is a pretty 
relative statement because if you have $1 dollar and five 50-cent 
dollars, you might be better off. 

Secretary Humpurey. You might be better off with a $1.25 real 
dollar. 

Senator ELLENDER. There is more of a chance to spread it around. 

Chairman Bripcrs. Senator Dworshak. 


REFERENCE TO HERALD TRIBUNE ARTICLE 


Senator DworsHak. This morning we were dealing with the political 
and military aspects of the foreign defense, and I presume that the 
Secretary is interested primarily in the physical aspects. So I 
hesitate to call his attention to today’s copy of the New York Herald 
Tribune. 

During a discussion this morning there was some doubt as to 
whether NATO is proving successful and the current status of our 
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military defenses over there and whether or not those countries were 
cooperating. 

I notice the Herald Tribune this morning has an article by Barrett 
McGurn dated Paris, July 9: 

Ambassador Maj. Gen. Frederick L. Anderson, retiring Deputy Special 
American Representative in Europe, and as such one of the highest American 
ranking officisls on the Continent, said here today in a farewell address that the 
critically important European Army plan is foundering on the rocks. 

In one of the frankest addresses he has made since taking over temporarily 
several months ago as the Chief American Represent*tive in the North Atlantic 
Treaty Organization, General Anderson told the American Club of Paris that the 
West is now in a more dangerous position than it was 6 to 12 months ago. 

NATO does not have adequate force. Another real problem, he said, is that 
some of the countries of NATO have international social and economic problems 
they refuse to face and certainly the weaknesses of one country contribute to 
the situation of the whole. 

That is in direct conflict with some testimony we had in our execu- 
tive session. I see the gentleman on our right was present and I 
presume that he is as amazed by this news article in today’s New 
York Herald Tribune as I am because certainly we are getting con- 
flicting testimony at every one of these sessions. 

It makes it extremely difficult for any member of the Senate to 
know what the actual facts are so we can proceed to take intelligent 
action concerning our defense program in Europe. You deal with 
the financial aspects. This essentially is one of military preparedness. 
Would you care to comment on that? 

Secretary Humpurey. I think you have to take into account that 
you are bound to get conflicting viewpoints on anything as big as 
this where the ramifications are as wide and where the fact is there is 
nobody that knows it all or that has the capacity for knowing it all. 
When you hear statements from people, as I see it, you have to do 
pretty much the way you do with other things in your life. You have 
to size up the fellow who is talking. You have to judge about what 
his opportunity for obtaining knowledge is. 

There are some people you can take what they say at about face 
value and others you have to discount quite a bit. 


NATO DIFFICULTIES 


Just take your last sentence you referred to. I think that is pretty 
much a relative thing. Whether NATO is facing more or less serious 
difficulties, that is a matter of opinion and you can get different 
opinions about it. 

Senator Dworsuak. When I left the hearing this morning I was 
impressed by what Mr. Nash said. I commented he was probably 
one of the very best witnesses we have ever had before our committee. 
He was forthright and seemed to have available information dealing 
with all of these problems. Then I went over to the Senate and picked 
up this paper and again I wondered if what he said was based upon 
facts or merely upon his own ideas of what the situation is. 

Secretary Humpurey. It has been my experience in my life that 
some people you take at face value and some people you discount. 

Senator DworsHakx. Maybe we should not believe everything we 
read in the newspapers, but after all, we have reliable representatives 
of the press, and I spent months of my adult lifetime in the newspaper 
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business before I came io Congress. So I think we must place some 
credence in these articles. 

In fact, I had referred this morning to an article in one of the 
leading journals in Great Britain pointing out that NATO was crum- 
bling. That alarmed me. Then we have testimony presenting view- 
points in conflict with that. We can take our choice until we get an 
answer. We get every kind of opinion and comment. When we 
come down to analyzing the facts, it is difficult to know the truth. 

Senator Dirksen. Will my colleague permit an observation? 

Many years ago I encountered William Jennings Bryan and I asked 
him how he got ‘along with these newspapers which were always mak- 
ing strictures. He said, “That is e asy. Inever read a newspaper that 
disagrees with me.” 

Mr. Hatapy. Could I comment on Senator Dworshak’s remark? 

Chairman Brings. Yes. 


RATIFICATION OF EDC 


Mr. Hatasy. Mr. Nash indicated he thought the EDC would be 
ratified. There is no question with the accuracy of the Herald 
Tribune’s account of what Ambassador Anderson said. The fact is, 
Ambassador Anderson who was on General Eisenhower SHAKF’s 
staff is an able officer and has had a distinguished record in his present 
position. He is leaving that position and I think he is e xpressing some 
of the impatience and irritation of many, many people who have seen 
this hope of the EDC endure month after month without performance. 

Mr. Nash believes sincerely that the EDC is going to be ratified. 
It is the position of this administration to do everything possible to 
get it ratified. But when we are dealing with our partners in their 
sovereign parliaments’, in their sovereign cabinets’, action, we 
cannot force them to ratify. We can only show the advantage, 
provide the incentives. When they do it out of their own heart it is 
going to be something really worth supporting and help nurturing 
along. 

What you do have is the opinion of an able man who is retiring 
from his position to go back into private life. He expressed that 
opinion very forcibly as I know you and I would want him to do. 


REDUCTIONS IN NATO CONTRIBUTIONS 


Secretary Humpurey. I will say this year at the NATO meeting we 
have radically reduced, and one of the reasons this request is “this 
size, and not bigger, is because we have radic ally reduced the amounts 
we were going to contribute. When we did that, the remarks that are 
made by Ambassador Anderson were just mild compared to what we 
were told we were doing. We were just upsetting thr apple cart and 
it was going to finish the whole works. It did not do that and I do 
not think it is going to. 

Sometimes in your zeal to get something done, you do that, and 
especially when we are curtailing as we are and as I think we 
should, I mean. 

Senator ELLENDER. How long should we continue to furnish this 
aid and not have this treaty ratified? Are you willing to furnish the 
money from year to year and not ratify the treaty? 
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Secretary Humpnrey. | think from the military aspects of it, as I 
see them, it is not too difficult. As long as it is to our advantage to do 
it and we get it cheaper that way than the other way, we ought to do 
it the cheaper way. 

Senator ELLeNpeER. But you are not getting it cheaper if you cannot 
get response from them. 

Secretary Humpurey. We are getting a lot of material and a lot of 
defense cheaper, I think, this way than we would by raising additional 
divisions of our own boys and sending them over there to get the same 
amount of military manpower. 

Senator Ettenper. To fight in France to protect France and Eng- 
land, also? 

RESOURCES OF NATO COUNTRIES 


Secretary Humrurey. What is our line of defense? That is an 
extremely difficult thing. Where do we draw the line? When you 
get to that, and there again I cannot discuss it from a military point of 
view, but from a plain business point of view you fight wars with 
heavy materials. You fight wars with metals, stodls, and heavy 
materials. It is just about as simple as this: We in this country have 
something less than half the steel in the world. They have got about 
a quarter of the steel in Europe and about a quarter of the steel in the 
Soviet Bloc. As long as we have the NATO countries, we have 150 
to 50 of steel or 3 times as much steel. If we lose Europe and it 
becomes Communistic, it is about 50-50. I would rather have three 
times as much as the other fellow as to be equal to him. 

Senator ELLenpeErR. I would, too, but here we have been helping 
these people for 5 or 6 years now. We have bettered them in every 
way. Their economy has increased quite a lot. It strikes me that 
they ought to realize now and not tomorrow it is to their advantage 
to join together for defense. Why they are delaying, I cannot 
see. Why we should be continuing to furnish this money without 
any assurance that this treaty will be ratified. Ido not believe we 
ought to keep on doing it. We ought to put some strings to it, say 
“Here is the pie. You can get a piece of this pie provided you con- 
form to certain rules or certain things we think would be conducive 
toward the end of mutual defense.” 

Secretary Humpnrey. We are all striving for exactly the same 
thing. It is a matter of how you doit. We want the same answer. 

Chairman Bripcses. Mr. Secretary, you stated that some of the 
reductions which you brought about in the conference with NATO was 
the reason for the reduction of the amount asked by this administra- 
tion as contrasted with the previous one. The previous request was 
for $7 billion and this administration asked something like $5.3 bil- 
lion. Mr. Stassen submitted to us, and I hold in my hand, savings 
applied to reduce 1954 appropriations. It is called an analysis of the 
unobligated balance. It includes assistance to Spain, carryover, 
Italian airc raft, Palestine refugees, unobligated military program re- 
quirements, totaling $2,172,815,979. 

Where did this reduction to the NATO countries come from if this 
set of figures which has been presented to the committee is correct? 
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— 
FUNDS TO ENGLAND 


Secretary Humpurey. I do not know what those figures are. Let 
us take England. England got better than $400 million. This year 
it is $100 million. The questionable item in here that you have got 
marked in one bill and out of the other, the one hundred is for agri- 
cultural commodities. Instead of the $400 million of economic aid, 
they will get $100 million worth of Hawker-Hunter planes and pe rhaps 
some commodities 

Senator Magnuson. We have heard about the savings and we 
have got to write a check up here. Every witness gets back to this 
plane deal. 

Secretary Humrurey. The same thing is true in France. 

Senator MaGnuson. The plane deal in France? 

Secretary Humpurey. No, that is real money there. I had all 
these figures in my mind, 

Senator Magnuson. I do not mean there were not some savings, 
but that is all we have heard. 

Secretary Humpurey. It was a_ total of $400 million of real money 
the British got. ‘This year they get one plane deal. It is $100 million 
against $400 million. ‘That is quite a saving. 

France, as I recall the figure, was $615 million last year, and this 

sar the total is $500 million, $400 million of which is earmarked for 
the Indochina war. 

Senator Magnuson. I think we ought to have the record fair about 
this, too, that many of the items in the original requested budget 
were taken under consideration many months ago. Some of these 
things did not come to pass. ‘Therefore, we did not need to appro- 
priate or suggest money for those items. That is the bulk of the 
savings. There are other things that happened since these things 
were considered which gives us the irreducible minimum figure of 
$5 billion-plus rather than the suggested $7 billion. 

Secretary Humpnrey. | am going to be terribly disappointed if we 
do not make some savings every month. Just because this money 1s 
appropriated, that is no reason to spend it. 

Senator Magnuson. Many things can come up as this thing comes 
along. 

DEFENSE DEPARTMENT PROPOSED AMENDMENT 


Chairman Bringgs. Are you familiar with the amendment proposed 
by the Defense Department that would look to the merging or con- 
solidating of appropriations on defense purposes between the amount 
in this bill and the regular defense appropriations, arguing their case 
that it would eventually mean a substantial saving? Are you familiar 
with that? 

Secretary Humpurey. No. I am not in any position to pass on 
the relative merits of the two organizations as to how they ought to 
do that. I do not know enough about that. 

Senator ELtenper. Mr. Secretary, are you familiar with the tech- 
nical assistance program, TCA? 

Secretary Humpnrey. Just generally. 

Senator ELLENDER. What is your conception of that? To what 
extent should our country help other countries in rendering technical 
assistance? You have an item here of $140,244,000 for that purpose. 
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What do you think ought to be done with that money as you under- 
stand the TCA program? 

Secretary Humpnrey. I think that is one of the items that as we 
go forward should be very carefully scanned. That is one of the 
places where I think we should do some reduction. 

Senator Extenper. Do you think we ought to go further than 
rendering technical aid? Is that your conception of the program, 
that we are to furnish the countries abroad our know-how, let them 
start from their own and try to effect technical advancement? 

Secretary Humpnrey. I think that is as far as we ought to go. 

Senator Magnuson. None of that is for Europe. It is Asia and 
the Near East, India, Pakistan, and Iran. Then there is $24 million 
for South America. 

Senator Ettenper. I understand a good part of this is going to be 
used to start projects in those areas. 

Senator Maanuson. That was explained about irrigation. 

Senator ELttenper. When I voted for this I did not vote for them 
to demonstrate how they could operate and the good they could do. 
a that is being advanced by quite a few of our Government officilas 
rere. 

SOCIAL SCIENTIST IN TCA PROGRAM 


Senator Dirksen. Apropos of the observation by Senator Ellender, 
I have developed some notes about the retention of a social scientist 
in the TCA program and I have one here where they have hired some 
anthropologist who is going to examine into the cultural backgrounds 
and the cultural patterns and influences that are at work. This is 
one of the most amazing pieces of etymological Jearning I have ever 
seen. I have read two pages of this and I thought it ought to be 
embalmed as something that flashed across the horizon of Washington. 

It says: 

Draws attention to the organization of the country as a unit and the way the 
various social, economic, ethnic, and other subculturals relate to the overall pat- 
tern and interact with one another. 

I do not know what that means. That sounds like these fellows 
who examine your head to see what age you are in. I do not know 
what that has to do with TCA. 

Then I have one here about subsidizing the shoemakers and cobblers 
down in Uganda in South Africa. When I had been going around the 
world I found there were hundreds of millions of people who did not 
wear shoes, but it seems the shoemakers are out of work down there, so 
they are going to get $625,000 to “keep cobbling along” on the good 
side. I think you ought to look at that. I think we ought to see 
the right witnesses come up on that. 

Senator ELLenpER. I understand we go into detail on this TCA 
item on Monday. I think that is one of the programs that ought to be 
examined minutely. 

The Cuarrman. The hearing will recess until Monday at 10 o’clock. 

(Whereupon, at 3:45 p. m., Friday, July 10, 1953, the committee 
recessed until Monday, July 13, 1953, at 10 a. m.) 
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MONDAY, JULY 13, 1953 


Unirep Srares SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a. m., in the old Supreme 
Court room, the Capitol, Hon. Homer Ferguson, presiding. 

Present: Senators Ferguson, Cordon, Saltonstall, Young, Thye, 
Smith (Maine), Dworshak, Dirksen, Hayden, Ellender, Russell, 
Robertson, and Magnuson. 


MUTUAL SECURITY AGENCY 
DrpaRTMENT OF DEFENSE 


STATEMENTS OF NAJEEB E. HALABY, DEPUTY ASSISTANT SECRE- 
TARY OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS; 
MAJ. GEN. GEORGE C. STEWART, DIRECTOR, OFFICE OF MILITARY 
ASSISTANCE; ROBERT E. 0’HARA, BUDGET OFFICER, FOREIGN 
PROGRAMS; SAM EFRON, ASSISTANT GENERAL COUNSEL (INTER- 
NATIONAL MATTERS), DEPARTMENT OF DEFENSE; COL. JOHN H. 
CAUGHEY, STAFF OFFICER, OFFICE OF MILITARY ASSISTANCE; 
COL. J. B. CORBETT, CHIEF OF THE FOREIGN MILITARY AID 
BRANCH, G-4, DEPARTMENT OF THE ARMY; COMDR. F. C. RYDEEN, 
CHIEF OF THE PROGRAM DEVELOPMENT SECTION, FOREIGN 
MILITARY AID, OFFICE OF NAVAL OPERATIONS; AND COL. G. S. 
BOYLAN, CHIEF, PLANS AND POLICY DIVISION, MUTUAL 
SECURITY, MATERIEL, DEPARTMENT OF AIR FORCE 


OFFICE OF THE Director ror Murvuau Securrry 
STATEMENT OF JOHN E. MURPHY, COMPTROLLER 
DEPARTMENT OF STATE 


STATEMENTS OF LIVINGSTON T. MERCHANT, ASSISTANT SECRE- 
TARY, EUROPEAN AFFAIRS; HENRY A. BYROADE, ASSISTANT 
SECRETARY, NEAR EASTERN, SOUTH ASIAN, AND AFRICAN 
AFFAIRS; AND U. ALEXIS JOHNSON, DEPUTY ASSISTANT SECRE- 
TARY, FAR EASTERN AFFAIRS 


GENERAL STATEMENT 


Senator Fercuson. The committee will come to order. 

Mr. Halaby, do you have a statement that you want to put in the 
record this morning? 

Mr. Haxrasy. Mr. Nash made a statement on a previous occasion, 
and I simply want to make a very brief introductory statement, and 
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then General Stewart and I will proceed with the charts, if we may. 

Senator Frravson. Very well. 

Mr. Hatasy. In the previous statements you have been considering 
the whole mutual security program. Now we are focusing on the 
mutual defense assistance part of the program. That comprises a 
request of about $5.6 billion in appropriations, about $2 billion which 
we wish to carry over and have continued available, and $3.6 billion 
new appropriations. 

This morning we would like to start out, sir, by telling you what 
the additional fifth year of mutual defense assistance program com- 
prises, so as to put it in a clear setting and get right down to numbers 
and details and country and service. 

Senator Frreuson. Before you put that in, may I get some figures? 

Mr. Harasy. Yes, sir. 

Senator Frravson. How much will you have at the start? 

Mr. Hatany. With the new request of $3.6 billion, together with 
the carryover of funds to remain available for obligation of $2 
billion—— 

Senator Frrevson. Would you not have $5.8 billion less the un- 
obligated of $400 million, which would make it $5.4 billion? 

Mr. Harasy. Our original request was before the savings of $426 
million, so you are correct. It would be a total of the original 4 
billion request, less $426 million, which is approximately $3.6 billion 
request for new money. And in addition, a carryover of $2 billion. 
This is just the military-assistance part. 

Senator Frrauson. You think that the military assistance is sepa- 
rable from the whole bill so that you can tell exactly what is military 
and what is civilian aid? 

Mr. Hauasy. In the budget book before you, the whole mutual 
security program is laid out. That portion which is called mutual 
defense assistance is set forth. It is called mutual defense materiel 
and training. For example, on page 1 of the budget book, you will see 
that it is broken out as the first item under section 540 of the bill. 


DEFENSE DEPARTMENT RESPONSIBILITIES 


The Defense Department, as you know, has certain special respon- 
sibilities, and I would like to refer to those: 

First the act provides that this bill is designed “To maintain the 
security and promote the foreign policy and provide for the general 
welfare of the United States by furnishing assistance to friendly 
nations in the interest of international peace and security.” That is 
the law under which we are operating. 

Senator Frrevson. Those are such general terms. 

Senator Etienver. That is a shift from the Marshall plan to another 
way of doing it. 

Mr. Hanasy. This is law, sir. 

Senator E..tenver. I understand it is the law, but it has changed 
from a purely economic Marshall-aid plan to mutual security, so you 
can work in both. 

Mr. Haxany. Yes. 

Senator Eiienper. This really a continuation of the Marshall-aid 
plant, although some of the people think it has been cut off. Am I 
right? 








MUTUAL SECURITY APPROPRIATIONS, 1954 215 


Mr. Haxasy. That is not within my province. 
Senator Evtenper. Are you familiar with the Marshall-aid plan? 
Mr. Hanasy. Yes, sir. 


SIMILARITY TO MARSHALL PLAN 


Senator ELtenper. Can you not do things under the present setup as 
before? 

Mr. Haasy. Yes, sir. 

Senator Frereuson. Is there any real difference between this plan 
and the Marshall plan? 

Mr. Hatasy. I am a Defense witness. 

Senator Frreuson. It does not make any difference who you are 
with. Weare trying to get information for the committee. 

Mr. Hauasy. The question is what is the distinction between the 
Marshall plan aid and the mutual security program aid, The law is 
basically the same. In fact, you have incorporated in the Mutual 
Security Act the ECA Act. 

Senator Frrauson. Is it not true that the things that could be done 
under the Marshall plan can be done under the present law ? 

Mr. Hauasy. Yes, sir. 

Senator Frreuson. Under the Marshall plan, were there any mili- 
tary items? 

Mr. Haxany. Under the Marshall plan, the legisl: ative history and 
the law specifically provided that it was an economic recovery pro- 
gram, and there was very little, if any, military until Korea, and then 
the program was reoriented and reprogramed, 

Senator Frercuson. You do not quite give me an answer to the ques- 
tion Lasked. Was there any military at all under the Marshall plan? 

Mr. Hatasy. Sir, I was not responsible for administering that act. 
I do not know. 

Senator Frreuson. How long have you been with the Defense 
Department ? 

Mr. Haxapy. Off and on for 5 years. 

Senator Ferauson. How much off and how much on? The reason 
1 ask that is that I want to know something about your ideas as to 
what was going on under the Marshall plan. 

Mr. Hautasy. Under the Marshall plan and under the law which you 
passed, the countries of Western Europe were provided with economic 
recovery by means of imports of commodities and services which we 
financed. They got a substantial amount of money under that 
program. 

Beginning in 1950, they began to get the same kind of imports again, 
but this time the counterpart of the funds was devoted to military 
purposes, instead of to general purposes for recovery. In the last 
21% years since the new ‘approach that came about, they have more 
and more taken the economic aid and made the support of the defense 
efforts of these countries. 

Senator Frreuson. I want to ask you some questions about the 
operation. 

Mr. Hauasy. Yes, sir. 
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INCREASED CIVILIAN EMPLOYEES 


Senator Frercuson. Is it not true that the way it is operated now 
partly civilian and partly military, that it causes a larger staff of 
civilians to operate it than if it was solely under the Defense Depart- 
ment as a common defense with Europe? 

Mr. Hatapy. The answer is yes. 

Senator Frercuson. How many more would you say ? 

Could it not be operated here in America and in Europe solely under 
our Defense Department and eliminate practi¢ally all the civilians? 

Mr. Havapy. Senator, the mutual security program could not be 
operated by the Defense Department with its present structure and 
experience. 

Senator Fereuson. I am thinking of the military end. 

Mr. Hatasy. You are focusing now on the military assistance? 

Senator Frereuson. Yes, sir. 

Mr. Hanany. Yes, sir; the military assistance program could be 
administered in a variety of ways. You could merge that right in 
with the Army, Navy, and Air Force budgets. You could appropriate 
it to the Secretary of Defense, and have him coordinate it and direct 
it in accordance with the law. You could leave it the way it is 
where the funds are appropriated to the President. You could set 
up a completely new agency like the Lend-Lease Administration. 
Those are at least four ways that it could be done. 

Senator Frrcuson. Are you in the military or are you in the Mutual 
Defense ? 

Mr. Haxasy. I am Deputy Assistant Secretary of Defense in the 
Defense Department. 

Senator Frrcuson. In the Defense Department? 

Mr. Hatapy. Yes, sir. 


HANDLING OF PROGRAM BY DEFENSE DEPARTMENT 


Senator Fercuson. Why could not the Defense Department handle 
this program and all the contracts in the distribution of this under 
the so-called defense plan? 

Mr. Hauarny. The military end item and training program is 
handled by the Defense Department. 

Senator Frrevson. You say it is handled by the Defense Depart- 
ment ? 

Mr. Hatasy. Yes, sir. 

Senator Frrcuson. You mean the people over in the Paris office that 
have charge of this matter are controlled by the Defense Department ? 

Mr. Hatary. The Paris office does not have charge of the military 
end item or the training program. 

Senator Fercuson. Does it have charge of any military? 

Mr. Hatapy. You are speaking of the SRE, are you not? 

Senator Frrevuson. Yes. 

Mr. Hatasy. The SRE has a defense section headed by a reserve 
Brig. Gen. Luke Finlay, an active duty Air Force officer is his deputy, 
and a small group under that that relates only in one particular way 
to the military program, to the offshore procurement program. 
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Senator Frreuson. It is not true that your department says that if 
this was administered purely under the Defense Department that a 
great saving could be made in this program ¢ 

Mr. Haxasy. I think there is and has been for 2 years, sir, a debate 
as to the best way to administer foreign military aid. There are very 
intelligent and experienced men in the Defense Department who feel 
that the appropriations should be made to the Defense Department 
and not through the President, and the Director for Mutual Security. 
They have some very good reasons for that. 

Senator Ferauson. Will you tell us their reasons? 

Mr. Haxany. I cannot tell you all their reasons. I can tell you the 
ones I know about. 

Senator Frercuson. That is what I want. 

Mr. Harapny. The first one is administrative convenience. They be- 
lieve it would be administratively convenient and more efficient if 
the funds were simply incorporated in a portion of the funds that you 
appropriated for the Army, Navy, and Air Force. 


MANUFACTURING COSTS 


Senator Frereuson. Do they not also say that if you let the con- 
tracts so that the control would be in the Defense Department as to the 
production, so that they could distribute the material when they 
wanted to, and where they wanted to, instead of being dictated to by 
the civilian head of the Mutual Defense, that they could do it more 
economically and that the manufacturing would be cheaper? 

Mr. Hatany. There are several questions in that one. 

Senator Frrcuson. Yes, there are quite a number. 

Mr. Haasy. Let me take them one by one. 

First, the manufacturing would not be cheaper. The cost of the 
item to the Army Department for its procurement and the cost of the 
item for MDAP, when they are both the same item, is approximately 
the same. So there would not be any change in the contract prices. 

Senator Ferguson. Would there not be some difference in the con- 
tract deliveries? 

Mr. Harapy. That is a question. You are discussing there the 
allocations. 

Senator Frrcuson. Yes. 

Mr. Hauasy. For example, if there are required for this program 
500 M-47 tanks, and the Army Department requires for its service 
divisions in the United States 2,500 tanks, contracts may be placed— 
I am using a hypothetical example, of course—for 3,000 tanks. When 
they come off the line, the determination has to be made as to who gets 
them—whether it is an American division in Germany or an American 
division in the United States, or a National Guard division or a divi- 
sion in Korea. The way that is set up, the President has established 
certain priorities for the allocation with the Korean requirements and 
Indochina in high priority and then right down the line of priorities. 


TANK CASE CITED 


One complication is that we have as a matter of policy been giving 
these foreign allies of ours some World War II tanks out of stocks. 
In other words, we have taken an M-26 tank out of an American 





218 MUTUAL SECURITY APPROPRIATIONS, 1954 


division, put it in a rehabilitation center, replaced that tank with 
one off the production line, and when the rehabilitated tank is ready, 
we ship it to, say, Denmark, or France, or Italy. This has enabled us 
to make earlier delivery to our allies. That is a complication, but it 
is the way the program has been administered. We are, you might 
say, replacing through this program American equipment with the 
most modern, and have given the rehabilitated overseas. 

Senator Frrevson. Is that the way they would operate if this was 
really a common defense ? 

Mr. Hatasy. I believe they would continue to provide the rehabili- 
tated equipment out of stock even though the program was appro- 
priated tothe Army. They want to modernize the American divisions 
and give the foreign divisions as good as new rehabilitated equipment. 

Senator Frercuson. What are the other reasons that are assigned 
that the military could more efficiently handle this ? 


DETERMINATION OF ALLOCATIONS 


Senator Smrrn. Before you go off that subject, will you tell us who 
makes those determinations? 

Mr. Hatasy. The allocations? 

Senator Smrru. Yes. 

Mr. Hatasy. In the first instance, we have a directive from the 
President which sets the general policy priorities. It is incumbent 
on the Secretary of Defense to carry that out. With respect to Army 
items, there is a Munitions Allocations Committee in the Army, and 
there they make the first determination. That may be appealed to 
the Munitions Allocation Council, of which Mr. Kyes is Chairman, 
and the Under Secretaries of the three military departments are the 
departmental members, and on which the Director for Mutual Se- 
curity sits‘as an observer. 

If I could just come very briefly—while we are doing it now—you 
can judge for yourself whether it would be a great advantage to 
appsopriate differently. 

Senator Smirn. Right there, when you say the President, you mean 
the President personally, or is it the National Security Council ? 


RECOMMENDATIONS BY JCS 


Mr. Hatasy. This particular directive, Senator Smith, was one pro- 
posed by the Joint Chiefs of Staff, based on their recommended priori- 
ties for the allocation of finished equipment. It came up to the Secre- 
tary of Defense. He recommended it to the President, who ‘Susan 
it. It did not happen to go through the National Security Council. 
But at any moment that the President or another member of the 
Council wanted to bring the subject into the National Security Coun- 
cil it could be brought on the agenda. 

Senator Smrru. It is actually determined by the Joint Chiefs of 
Staff? 

Mr. Hatany. It is recommended by the Joint Chiefs. The Secretary 
of course could modify it or disapprove it. In this case is was passed 
on and recommended, and the President approved it. 

Senator Etienpver. May I pursue further, Mr. Chairman, the ques- 
tion of when Mutual Security came into the picture ? 

Senator Frrevuson. Yes. 
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Senator Ettenper. As I understand it, the Marshall aid plan came 
into being in April of 1948. It was in effect so as to increase the in- 
dustrial capacity of our friends across the seas tat in time, if we 
needed assistance, that they be ready to go on with it. That is correct, 
is it not? 

Mr. Hatasy. Yes, sir. 

Senator Exttenper. When did the Defense Department come into 
the picture ¢ 

Mr. Haxasy. The first Mutual Defense assistance ¢ 

Senator Extitenper. Did you come in before the original MSA act 
was passed, which was in 1951? 

Mr. Hatasy. We did with respect to Greece and Turkey in 1947, 
und with respect to China in 1948. There were military assistance 
bills passed for China, for Greece, and for Turkey. 

Senator ELienper. That was included, as I remember, in the Mar- 
shall aid setup. In other words, it was in addition, was it not? 

Mr. Hatasy. It was separate from. 

Senator ELxenper. I understand. It was in the same bill but it was 
to be administered separately. 

Mr. Hatasy. Yes, sir. 

Mr. Murrny. May | interject there ? 

Senator Rozerrson. It preceded the Marshall plan. 

Mr. Hatasy. There were several acts in 1948. 

Senator Fercuson. I want to recognize the gentleman. 

Mr. Murrny. Mr. Chairman, I think a brief word from me might 
be helpful in establishing what my position is in front of the com- 
mittee. I represent Governor Stassen’s office. As you know, this is 
the whole mutual security program being presented to the committee, 
and today we are devoting our attention to chapter 1, which is the 
defense materiel and training portion of the bill. When questions that 
come up that are not strictly military, I am supposed to try to help 
the committee. 

GREEK-TURKISH AID ACT 


In this particular connection, I think I can. The Greek-Turkish 
Aid Act was passed in 1947. It antedated both the Marshall plan and 
the mutual defense assistance plan. 

Senator Exnenpver. That was my information. As you say, Greek 
and Turkish aid came before Marshall aid, and then it was integrated. 

Mr. Murry. No; it was not. 

Senator Exnenver. Did not it provide for appropriations for both, 
Marshall aid and Greek and Turkish aid, in the same bill ? 

Mr. Murpuy. No, sir, not until fiscal year 1952 when the Mutual 
Security Act was first passed did the appropriations for the successor 
to the Marshall plan and the military assistance find themselves in one 
act. The Marshall plan ended in fiscal 1951. 

Senator Exnenper. What I would like to have in the record is when 
the Defense Department came into the picture after the Marshall plan 
started. We will exclude this special aid to Turkey and Greece. Let 
us try to separate those. 

Mr. Harapsy. You know that during the war there was lend-lease, 
and then the surplus property. ‘Then came the Marshall plan. Then 
came the Greek, Turkey, and China Aid Act, and then the mutual 
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defense assistance program. That act was passed on October 6, 1949. 
That was the first MDA program in which you authorized and appro- 
priated $1.3 billion for mutual defense assistance. 

Senator ELtenper. You were still separated from the Marshall aid ? 

Mr. Havasy. That money was appropriated to the President, and 
he gave his power over it by delegation to the Secretary of State. He 
did not give it to the Secretary of Defense. He gave it to the Secre- 
tary of State. So we came within the policy guidance and coordina- 
tion of the Secretary of State at that time. 

Then in 1952, the whole thing was put together in what is called the 
Mutual Security Act of 1951. 


COMBINING MARSHALL PLAN WITH MUTUAL SECURITY 


Senator Exvrenper. In other words, what you did in 1951 was to 
combine what was left of the Marshall plan with mutual security. 

Mr. Hatasy. Yes, sir. 

Senator Extenprr. And you just gave ita new name. You were in 
a large measure doing the same thing that was being done insofar as 
economic aid is concerned as was done in the Marshall aid plan. 

Mr. Hanasy. You could do the same thing under the Mutual Secu- 
rity Act as you could with the ECA Act with a very few technical 
exceptions. 

Mr. Murpny. If I may interject again? While Mr. Halaby’s state- 
ment is accurate, the fact of the matter is that we did not do the same 
thing. It is true we were still allowed to finance imports to these 
countries to bridge the dollar gap. But the imports were aimed at 
different purposes. As you pointed out correctly, from 1948 through 
1951, the imports had one aim. They aimed to bridge the dollar gap 
to raise the level of production and standard of living in Europe in 
order to keep it from going communistic. 

In 1952, and thereafter, the dollar imports were aimed at strength- 
ening the defense effort of the country as differentiated from simple 
increases of standard of living. 

Senator Etenper. I understand all that. The point I am trying 
to make is that you started out with Marshall aid and you estab- 
lished this other, but you were in a position to continue the same thing 
as you did previously. You may not have done it, but the idea was 
to make it possible to continue this aid in the same manner. 

Mr. Murreny. The mechanical processes were identical. 

Senator ELttenper. We are in agreement there. Mr. Chairman, a 
while ago you asked about the various balances. I wonder if you 
would permit me to get some of those figures in the record now ? 

Senator Frercuson. Yes. 


UNOBLIGATED FUNDS 


Senator Extienper. You have today unobligated almost $2 billion 
in military assistance funds. 

Mr. Hatasy. That is correct. 

Senator Etxtenper. And you have obligated $6,700 million in round 
figures. 

Mr. Hatasy. You mean obligated ? 
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Senator Extenper. Obligated, but unspent. 

Mr. Hatasy. Obligated Dut unspent ? 

Senator ELLenper. Yes. 

Mr. Hatasy. We have $8.5 billion unobligated of the funds allo- 
cated to Defense. 

Mr. Murrny. The figure you quoted is correct; the obligated but 
unspent is $6.7 billion. The difference is unobligated and unspent. 

Senator Frreuson. You say it is $6.7 billion? 

Mr. Mureuy. Yes, sir. 

Senator ELLeNper. That is obligated but unspent? 

Mr. Murrny. Yes, that is correct. 

Senator ExLenper. And unobligated is almost 2 billion. 

Mr. Mourenuy. That is correct. 

Senator ELLenper. Making a total of obligated, but unspent, and 
unobligated of $8,692 million in round figures. 

Mr. Murreny. That is correct. 

Senator ExLenper. Since this program went into effect in 1950 
through 1953, we actually appropriated $1614 billion, of which a 

billion dollars was for other than defense, thereby making a total 
for defense of $15.5 billion. 

Mr. Hatasy. That is right, sir. 

Senator ELtenper. Will you tell us for the record why it is that 
you have such a large sum of unobligated money—I can well under- 
stand that unspent, which was expl: ained 2 or 3 di ays ago, and if you 
have anything else to add, I would like to have it—and “why is it that 
you are coming to us now for more money when you have such a large 
amount on hand both obligated and unobligated. 

Mr. Hatapy. Mr. Chairman, just a question of procedure. 

Senator Frreuson. Your total did not seem to add up, 6.7 and 2 
is 8.7. 

Ir. Hatapy. Yes, sir. 

Senator Frereuson. You said it was 8.2. 

Senator ELLenper. My figure is correct, $8,692. 

Mr. Hauvapy. I think he emphasized the “two.” Mr, Chairman, just 
a point of how you prefer us to proceed. 

Senator E.Lenper. I want you to answer my question, 

Senator Frreuson. He does not want you to stick right to this chart. 

Mr. Hatany. We have planned for you a very complete presenta- 
tion. 

Senator Errenper. And you are making the case, but do not forget 
we have been at this now for 4 or 5 years. I just want to explore and 
find out what other new budget is being brought in here to make up 
the case, as it were. 

Mr. Hatasy. All right, sir. Starting out with the total, as you 
say, there has been appropriated for mutual defense assistance $16.5 
billion. <A billion of that has gone to agencies other than the Depart- 
ment of Defense. We have to account to you for $15.5 billion. We are 
asking you for $3.6 billion new money, and we are asking you for $2 
billion unobligated carryover of old money to be continued available. 
That would make a total of just about $19 billion for a 5-year program. 

The first question is why on earth is there $1,977 million remaining 
unobligated on June 30, 1953. I will try to give you the answer to 
that, and I will call on the service witnesses for more detail. 
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The first problem is this. This program, as the chairman was 
bringing out a few minutes ago, has the money appropriated to the 
President. He delegates power over it to the Director for Mutual 
Security, and from him it is allocated to the Depariment of Defense. 
We suballocate this money to the Army, Navy, and Air Force for three 
kinds of action; one, procurement in the United States in new con- 
tracts, procurement overseas in new contracts, and third, requisitions 
against stocks. Those are the three ways they handle the money pre- 
dominantly. They have obligated in accordance with the rules laid 
down by the Comptroller General, about $13.5 billion of that $15.5 bil- 
lion made available to Defense. The Services told us in the Office of the 
Secretary about 60 days ago that they would have remaining unobli- 
gated about $600 million at June 30,1952. They had been using rules 
of bookkeeping which they thought were in full compliance with the 
law, but in April the Comptroller General after a very exhaustive and 
very helpful survey came up with a new set of bookkeeping rules. 
Those new bookkeeping rules required the services to change their 
bookkeeping system. Here is what they did: 


TANK REQUISITION CASE CITED 


Instead of counting an obligation in the early phase of the paper- 
work, they count the obligation at the last phase. I will give you an 
example. We were talking about those cake a few minutes ago. If 
the MAAG chief in Italy says that he needs 100 tanks, he sends a 
requisition through the Army Department. The Army Department 
looks it over and says, “Has this tank program been approved by the 
Director for Mutual Security and the Secretary of Defense and the 
Joint Chiefs?” Yes. All right. We will take that requisition for 
100 tanks and we will send it to G-4. G4 will make out a supply 
directive. The supply directive goes to the Chief of Ordnance. The 
Chief of Ordnance sends it out, perhaps, to the Rossford Supply Depot 
in Ohio, and there they look over this inventory of tanks. They find 
that instead of giving the Italians 100 new tanks just coming off the 
line, they want to give them 100 old tanks. Those 100 tanks may be 
out in California in some division out there. So they call on the Cali- 
fornia division and say, “Send those tanks into the rehabilitation 
center, and we will send you new tanks.” When the new tanks get 
there, the old tanks come in and get rehabilitated. When they are 
rehabilitated and made like new, they are then shipped to the port of 
embarkation and they are shipped to Italy. When did the legal 
obligation occur? The Comptroller General says that obligation did 
not occur when the supply directive went down to the supplying 
agency, but when the supplying agency said, “We have the tanks on 
hand and we will make prompt delivery of them.” 

The comptroller has said that — delivery means 30 to 60 days. 
The result of that transaction under the new rules is that there is not 
an obligation until all that paperwork and all of that rehabilitation has 
taken place. 

Under the old rules, the obligation occurred when G—4 sent the sup- 
ply directive down to the Ordnance Corps. At that point there was a 
recorded obligation. 
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Senator Ferguson. If it was under the Defense Department, why 
could not all this so-called paperwork be avoided down the line? 

Mr. Hatasy. It is under the Department of Defense, sir, except 
for program approval and allocation of money. In other w ords, that, 
same kind of complication from MAAG Chief to Army to G—4 to 
Ordnance Corps to Rossford and California, and back through, is 
going to have to take place no matter how we organize it. 

Senator ELtLenver. Even though it might lead to our defeat. This is 
redtape, is it not? 


COMPLICATED PROCEDURE 


Mr. Haxapy. It is necessary administrative action. If you think 
what I have told you is complicated, it is 10 times that complicated. 
I have just given you a simple picture of it. 

Senator Ex,eNprR. Do you state to this committee that the reason 
why the amount that was appropriated in the last 5 years has not 
been spent is because of the complicated procedures you have to go 
through in order to get it spent ? 

Mr. Harasy. One of the reasons. 

Senator E.tenper. That is the reason. 

Mr. Harasy. That is not the reason. It is one of the reasons. 

Senator Extenper. Has that been changed lately ? 

Mr. Haxany. It is being improved. For example, one of the steps 
that has been taken is that instead of waiting until the Congress finally 
acts—that is, their final approval, and the President signs the appro- 
priation bill—we are trying to, insofar as we can guess what the 
Congress will appropriate, draft up some procurement directives that 
say, “As soon as the Congress acts and the money is available, we 
will issue those directives,” and instead of waiting a couple of months 
and going through the delay, we hope to get those out just after the 
President signs the bill. 

Senator Frrevson. But you have all this unexpended. 

Senator ELtenper. And unobligated. 

Senator Ferauson. Why are you worrying about new money at this 
time ¢ 

Senator Extender. You have money that we appropriated in the last 
5 years that is still unobligated and you are yet coming in for more. 

Senator Frrcuson. They are worried about new money. 

Mr. Hatasy. No, sir, we are worried about this carryover and the 
new appropriations. If I can complete the ans i 

Senator Rorertson. Just how much did the bookkeeping change 
throw you over? 

Mr. Hatasy. That has not changed anything but the books. That is 
the difficult part of this to understand. 

Senator Rosertson. You had to change your books to so many dol- 
lars obligated and so many dollars unobligated, and what was that 
umount ? 





DEOBLIGATIONS 


Mr. Harasy. Approximately $1.2 billion. I am coming to that, if 
I can answer the question. Of the $1,977 million which we believe 
was unobligated according to the new "rules on June : 30, there is an 
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amount of about $1.2 billion which resulted from deobligations. Iam 
going to ask the Army Department to explain just how and why the 
deobligations took place. In other words, when they applied the new 
rules and when they went to clearing up the defects that the GAO 
found in the system, they deobligated a substantital amount of money. 

Senator Fercuson. Answer that question. 

Mr. Hatasy. Yes, sir. 

Senator Fer¢uson. How much do you guess we are going to appro- 
priate ¢ 

Mr, Havasy. You put me on the spot. 

Senator Fercuson. I am just asking a question. 

Mr. Haxany. May I answer that off the record ¢ 

Senator Ferauson. Yes. 

(Discussion off the record.) 

Mr. Hauasy. I appreciate the difficulty of you gentlemen—and the 
lady—who each year listen to us come up here and tell you about this 
program. When you have $2 billion unobligated and $10 billion un- 

expended, why on earth do you need more money. If I could take a 
minute and explain it 

Senator Fereuson. I wish you would explain it. That is the thing 
that bothers the committee. That is why I asked what you guessed 
for this year. 

Mr. Hatany. You said what I thought you would appropriate. You 
asked me what I guessed you would appropriate. 

Senator Frrcuson. No, sir. 

Mr. Harasy. Yes, sir. 

Senator Frreuson. Wait a minute. You go back to your other 
questions, and you will find that to cure some of this delay you had to 
make a guess as to what we were going to appropriate. 

Mr. Harany. I see what you mean. I did say that. 

Senator Frrcuson. That is the question I asked. 

Mr. Havasy. I am sorry I misunderstood you. 

Senator Ferecuson. You must have misunderstood me because I got 
from your previous statement that to cure some of the defection you 
were trying to expedite, and therefore you had to make a guess as to 
what we were going to appropriate, and I w anted to get that figure. 

Mr. Hatasy. The answer to that question is that we are drafting 
procurement directives on the assumption that you are going to appro- 
priate the entire amount. 

Senator Fercuson. That is what I was trying to find out. 





1950 PROGRAM 


Mr. Hanany. I am sorry I misunderstood your question. Let us get 
down to the fundamentals of this now. This first program you talked 
about there, Senator Ellender, was the fiscal 1950 program, which was 
about $1.3 billion. Let us say that is this much of the total require- 
inents. Here are the total requirements that the military have said 
they need [illustrating]. 

Senator Exienper. And they had to have it. 

Mr. Hanany. Yes. This was just before and subsequent to the 
Korean war. They need all this to defend the situations that we want 
io defend around the world. We do not come up here, and ask you for 
enywhere near what they say they need. It is screened out by the 
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Secretary of Defense, it is screened out by the Bureau of the Budget, 
and the Director of Mutual Security and the President finally decides 
what he is going to ask you for. 

Phe first year if we got that much [indicating] in fiseal 1950, 1951 
and 1952, we added approximately that much of these military defi- 
ciencies in 1953, and we are up to about there. This thing is based on 
these requirements and those are still deficiencies. 

Senator Fercuson. Justa moment. This is all financed. 

Mr. Hatapsy. Yes, sir. 

Senator Frrevson. And the question is how much do you need this 
year in financing. 

' Mr. Hanasy. Exactly, that is the question. After we give you all 
the facts you are going to make that decision. 

Senator ELLenper. You have been doing that from year to year for 
the past 5 years, and notwithstanding the fact that you said you needed 
it, you had to have it, yet today you come before us with unobligated 
almost $2 billion and obligated but unspent $6,792 million. 

Mr. Hanasy. Yes, sir. What we are telling you is that there is this 
inuch more in the way of requirements that ought to be financed this 
year. $3.6 billion worth of additional military end items and training. 

Senator Tryr. Mr. Chairman, might I ask one question at this 
point. What has prevented you from getting the ¢ equipment under the 
86.7 billion so that you could have paid that money out? What has 
prevented you from getting the equipment ¢ 

Mr. Harasy. There is $8.7 billion, sir, unexpended, of which $2 
billion—— 

Senator Tyr. There is practically $2 billion that is not committed, 

Mr. Hatany. That is right, not obligated. 

Senator Tyr. There are $6.7 committed. 

Mr. Hatany. That is right, and unexpended. 

Senator Tuyr. Why have you not been able to spend the $6.7 billion 
and gotten the equipment? What is the reason for it? Do you want 
the equipment ¢ 

Mr. Haany. Yes, sir. 


KOREAN AID 


Senator Ture. Why have you not gotten the equipment ? 

Mr. Hatany. These are the reasons. First, the equipment has been 
going to Korea as the first priority. 

Senator Tuyer. In other words, you have been conducting a lend 
lease with the military in order that the Korean situation would be 
first ? 

Mr. Haxasy. As the equipment was taken out of stock, as the equip- 
ment came off the line, it went where the fighting was going on. 

Senator Ropertson. If the Senator will yield, we mi ade no specific 
apropriation for the Korean war. We have called it a police action. 
It has cost $5 billion a year, and they had to get materials from some- 
where and we did not appropriate it. 

Senator Frrauson. And we have been financing through Mutwal 
Security. 

Senator Roperrson. That is true. That is what he is trying to 
explain. 

Senator Ferauson. Why should we do it from now on? 
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Senator Corvon. Mr. Chairman, that is not wholly a correct state- 
ment, is it? It is true that you have supplied it through orders put 
in by Mutual Security, but you have not financed it through Mutual 
Security, according to the testimony the other day, which was that 
when anything was turned over to Korean use, there was a credit in 
favor of Mutual Security, and it is because of that credit, which took 
the place of what would have been completed orders in materiel that 
they have this $6.7 billion now that is still contracted for, I presume, 
in successive contracts, but unspent. 

Senator Fercuson. Yes; but this money that is in these blocks that 
oe has acted as contract authority for them to obtain the Korean 
aid. 

Senator Corvon. That is correct. 

Senator Frrcuson. Therefore, they financed it through this. 

Mr. Hatazy. Could I respond to that? 

Senator Fereuson. Yes. 


FURTHER DISCUSSION OF 1950 PROGRAM 


Mr. Hanasy. This fiscal 1950 program here which started out in 
1949 and 1950 as Senator Ellender pointed out provided for some 
M-26 tanks to be taken out of storage and out of stocks and be rehabili- 
tated. They started that action down through the Army. When 
Korea occurred, those tanks which were in the process of rehabilita- 
tion to go to our allies were immediately taken off that shipment and 
sent right to Korea. There was not at that time in the defense appro- 
priation itself a provision for such a war. You know far better than 
T how the Korean war has been financed. I would not want to argue 
that point with you. 

Senator Youne. You do not have many tanks over in Korea, though. 
They are of no use over there. Practically all the jeeps are World 
War I jeeps. I think most of your trucks are World War II trucks. 

Mr. ieee Quite a few of those tanks, jeeps, and trucks were 
originally financed out of these first 2 years’ programs. 

Senator Youne. And most of the planes you have been using until 
recently have been World War IT. 

Mr. Hatasy. The Army owes this program the equipment in kind 
to be returned and shipped to our other allies other than Korea. 

Senator Youne. We have not been sending much new equipment to 
Korea. 

Mr. Haxasy. Before you came in, I said we get this equipment out 
of stock, out of new United States procurement and we get it out of 
offshore procurement. 

Senator Corvon. Why do you not furnish this committee so you can 
settle the argument wiih a statement—I asked for it the other day— 
by categories of what you ordered or what you ordered rehabilitated 
in categories, and which you turned over to the Army for uses other 
than NATO. If we can get that, and know how much it is, we can 
save a lot of time. 

Mr. Harasy. We are working on that. 

Senator Ture. That is the only reason, Mr. Chairman, that I asked 
these questions, because at the present time we have not a complete 
picture. 

Senator Corpon. We do not have any picture, 
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MSA METHOD OF FINANCING KOREAN ACTION 


Senator Tuyr. Of what the true situation is. Because at the pres- 
ent time Mutual Security has many I O U’s in their possession. You 
have been conducting a little lend-lease operation within your entire 
national defense. In other words, Mutual See urity has financed the 
Korean war by making available the equipment that Mutual Security 
should have had in inventories on the European continent. 

You accepted an I O U, and the equipment went to Korea. It is an 
improper bookkeeping transaction because we do not know what 
Mutual Security has on hand, and we do not know why we appro- 
priated in the first place if they did not need to have it, and they sent 
it over to Korea and accepted an I O U on it. So, for that reason, 
that statement must be made available because there does not seem to 
be much rhyme or reason for us to appropriate to Mutual Security, 
and Mutual Security taking some paper and putting it in their files 
and not having any equipment. 

Mr. Hatasy. But the ¢ equipment is owed, as you say, in I O U’s, to 
this program, and it is coming out in increasing quantities to this 
program. You are all obviously interested in what has been done to 
clean up this situation. The first thing that was done in the last 4 
months was to reduce the amount of the appropriation request from 
about $5.8 billion for military assistance to $4 billion. The second 
thing that was done—and the officers here and the others in this room 
and I have worked night and day—was to identify $426 million in 
savings out of this previously appropriated fund. 


CHANGE IN BOOKKEEPING RULES 


The third thing we have done is that we changed the bookkeeping 
rules. The bookkeeping rules are going to give you a better and more 
accurate picture—we hope entirely accurate. 

Fourth we have tried to cut down this redtape, as Senator Ellender 
called it, in this complicated program. 

Senator Frrevson. Does not this pile of blocks indicate that we 
overfinanced for Mutual Aid? 

Mr. Haxasy, All this block indicates is that you have financed a part 
of the deficiencies and the issue is how much time do you want to give 
us in which to carry out this program. How much working capital 
do you want to give us, a year, 2 years, 3 years? 

Senator Ferauson. That is the whole question. 

Mr. Harapsy. It is. 

Senator Ferauson. How much we want to finance. 

Mr. Hauasy. Exactly. 

Senator Fercuson. And it comes back to the old problem of your 
lead time and your requirements. 

Mr. Hatapy. That is right, sir. 

Senator Smrrua. Mr. Chairman. 

Senator Frrevson. The Senator from Maine. 

Senator Smirn. Just an observation. If the request for finances 
or appropriations was based on need and the money appropriated or 
a large part of it was transferred to some other account, has not that 
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slowed up your progress a great deal in the mutual security program 
as originally planned when the request was made? 

Mr. Harapy. It certainly has. it slowed up the rate of deliveries 
far, far more than anyone wanted. 


INSUFFICIENT KOREAN REQUIREMENTS 


The total production and the total stocks were not enough to take 
care of the Korean requirements, and to take care of the United 
States requirements, and to take care of the mutual defense assistance 
requirements. It just was not enough. So this whole thing is 
stretching. 

Senator SmirH. Then to be realistic and honest with the public, 
would it not be well to separate these accounts and have Mutual 
Security do what it was supposed to do, and let the Defense Depart- 
ment do what it is supposed to do under appropriations designated 
for the purposes? 

Mr. Hatapy. Yes. 

Senator Smirn. It seems to me we are fooling ourselves and the 
public and carrying on a good deal of paperwork, Mr. Chairman, 
that amounts to nothing except to satisfy our—I do not know what 
the satisfaction is. 

Senator Frrevson. I asked him about the amount of paperwork 
that would be cut down if there was a change in language as to who 
the money was appropriated for. 

Mr. Hatasy. You mean if the money were appropriated to the 
Army Department instead of the President ? 

Senator Frreuson. Yes, and the Mutual Security Agency. 

Mr. Hatany. He delegates his authority under Reorganization 
Plan No. 7. 

Senator Hayprn. That change would just obviate one step. 

Mr. Hatapy. That is right. 

Senator Haypen. The rest would be handled in the same way. 

Mr. Hatapy. Yes, we would still have the same headaches. 


ELIMINATION OF MSA PERSONNEL 


Senator Ferevson. What would happen if you eliminated the per- 
sonnel in the Mutual Security Agency? 

Mr. Haxany. I will have to ask the Comptroller of the Mutual 
Security Agency as to how many people he thinks could be eliminated 
from Governor Stassen’s staff if they had no authority over the mili- 
tary assistance program. 

Senator Fereuson. That is right. 

Mr. Murrny. I would estimate, Senator, that in Governor Stassen’s 
office the people who work exclusively on the military assistance aspect 
of this program probably would not number 10 in total. 

Senator Frreuson. When you say exclusively, that does not give 
us any information. 

Mr. Murpny. Governor Stassen’s office is divided into several differ- 
ent organizational units. He has a Deputy Director for Programing. 

Senator Frreuson. How many have any connection and what part 
of their time is on military? 

Mr. Mourrny. That is a difficult question to answer, sir. 
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Senator Ferevson. That is the one we have to know if we are going 
to cut down expenses here. 

Mr. Murrny. I would think that even on that broad basis, anybody 
that has any connection with it in Governor Stassen’s office, and the 
Executive Office of the President would probably not number more 
than 25 at the outside. 

Senator Ferevson. In other words, 25 people are all that we would 
save if we took military entirely out of Mutual Security? 

Mr. Murrny. I do not like to be precise on a thing like that, 
Senator, because it is an estimate. It 1s the best estimate I can give 
you, 

Senator Fereuson. Then you are certainly using a lot of manpower 
to operate that civilian part of your program. 

Senator Evitenper. Especially when it was cut so. 

Senator Rorerrson. Iam going to make my comment in this connec- 
tion with his question, and then we are getting away from the original 
question I brought out. My comment now is that it we do not save but 
10 to 25 personnel, if the military phase of Mutual Security was trans- 
ferred to the Defense Department, it means that you have 53,000 
employees to administer what will not be more than $500 million of 
economic aid, and point 4 all combined in this bill, and that may not 
be in here when we finish with it. 


DEFENSE DEPARTMENT EMPLOYEES 


Mr. Morreny. May I answer that, Senator? If you recall Governor 
Stassen’s presentation Monday morning, sir, of the 53,000 people that 
were employed in the whole mutual security program, 40,000 of them 
are in the Department of Defense engaged on the repair and rehabili- 
tation and the packing and the handling and the crating of the mill- 
tary end items in this program. 

Senator Fercuson. Then the item you gave me was not correct, the 
number of 25 people. 

Mr. Murrny. I am in a crossfire here, Senator. I would like to be 
able to finish my original statement of how Governor Stassen’s office 
is organized, and I think you will get a pretty clear picture of the 
operation. 

He has a Deputy Director for Programing. He in turn has about 
a dozen people all told who are in a coordinating capacity for the 
whole program. They try wherever possible to see that the military 
and economic aspects of the program are synchronized. 

In addition, in my office, the Comptroller’s office, | have three people 
who are engaged full time on the financial aspects of the mutual mili- 
tary assistance portion of this program. The military assistance pro- 
gram occupies some part of my time, of course, and some of the time 
of the rest of my staff. On the exclusive time devotion to the military 
assistance aspect of the program, there are only three people. 

Senator Frrevson. We thought that was the big part of the de- 
fense. That this was a common defense we were trying to build up. 

Senator Smiru. Do you have a chart on this personnel, that is, a 
complete chart on the personnel ? 

Mr. Murpny. Yes, ma’am, but I do not have it with me. You will 
recall that series of eight charts that Governor Stassen had here Mon- 
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day morning in which he broke down all the personnel and showed 
what they were doing, and where they were located. He showed who 
they worked for by agency, he showed whether they were Americans, 
civilians, or military, whether they were foreigners, and if they were 
foreigners, what they were doing. I can have those eight charts 
brought back up here again, Senator, and we will run through them 
again. I have in my brief case, I believe, some tables which while 
not as good as charts, I could quote some figures from, if you like. 

Senator Smrrn. Was the personnel for defense separate from the 
other ? 

Mr. Murrpny. Yes, ma’am. If you recall, the figure was 76 percent 
: all the personnel in the program were in the Department of De- 
ense. 


BORROWED PERSONNEL 


Senator Smrru. Did those charts include the number of employees 
borrowed and used in other departments ? 

Mr. Murrny. Not as a specific item, Senator. The TCA, the point 
4 operation, is the largest user of borrowed personnel in the mutual 
security program. They work, I think, through 19 Government 
agencies, borrowing, on anywhere from a 3-week to 2-year basis, 
technicians and experts to go out into the field or to perform particu- 
lar program functions here in Washington where 1 person can cover 
more than 1 country. 

Senator Smiru. Did that number include other personnel in other 
departments that were being used for short term on surveys and var- 
ious matters? 

Mr. Murrny. Yes, Senator. The figures that Governor Stassen 
was using Monday morning were governmentwide in scope. They 
showed all employment on the mutual security program. 

Senator Smiru. I would like to have that checked, Mr. Chairman, 
because I am of the opinion that there were not all of the personnel 
in those figures. 

Mr. Murpny. I could be wrong, Senator, but I do not believe so. 
1 believe the 53,300 figure that the Governor used Thursday morning 
represented all employment financed from mutual security program 
funds. 


TRANSFER OF EQUIPMENT 


Senator Rozerrson. I want to bring an issue that has been raised 
by Mr. Halaby. That is the tremendous transfer of equipment which 
was obligated by Mutual Security Administration and transferred for 
use in the Korean war which has delayed the furnishing of this equip- 
ment to our allies in Western Europe. Is it not a fact that our allies 
in Western Europe for whom this equipment was planned have not 
come across with their agreement which they signed in May and then 
at, the Lisbond Conference they allocated the number of divisions each 
one was to furnish. France was to furnish a certain number and 
France has not furnished any of them, or has not even ratified EDC. 
The Netherlands, Belgium, Italy, Luxembourg, have not ratified. 
Only Germany has ratified. We cannot go ahead with the German 
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Army until the others ratify because we run into the question as to 
whether it is a unified army or not. 

Is it not true that you have actually delayed the program over there 
because the Allies have not been ready to go with their part of it ¢ 


MISUNDERSTA NDING REGARDING DIVISIONS 


Mr. Harapy. This question was asked the other day and Mr. Nash 
pointed out that there seemed to be a misunderstanding about these 
divisions, and there seemed to be a feeling that everything was waiting 
for the EDC to be ratified. 

The fact is that there were divisions in being when this program 
commenced. In fact, Senator Vandenberg wrote into the first mu- 
tual defense assistance bill in the Senate F oreign Relations Commit- 
tee a requirement that not more than a certain amount of the money 
so appropriated could be used until NATO had made integrated 
recommendations for the defense of the North Atlantic area. 

There were divisions in 1949. There were more divisions in 1950 
and more in 1952. France has provided divisions. 

Senator Ropertrson. That is true. 

Mr. Harany. None of those wait for EDC. EDC tightens the rela- 
tionship of 6 countries in the heart of this NATO and add 1 very im- 
portant country, Germany. 

Senator Roperrson. But Mr. Stassen went on to say that you did 
not need EDC for a unified army because you had it aa NATO. 

Mr. Haxapy. We have a unified command under NATO and the 
supreme commander will be here tomorrow. 


NATO TREATY PROVISIONS 


Senator Ronerrson. I could not understand why we have been so 
insistent on EDC if we could have the same thing under the NATO 
Treaty. So I took the pains to find out what the NATO ‘Treaty pro- 
vides. Let me tell you on the committee in case you do not remember 
what the NATO Treaty provides, it is covered in articles 3 and 5 
Article 3 reads: 

In order more effectively to achieve the objectives of this treaty, the parties, 
separately and jointly, by means of continuous and effective self-help and mu- 
tual aid, will maintain and develop— 


what? 
their individual and collective capacity to resist armed attack. 


Now, that does not give us or anybody else any power whatever to 
bring Italy and France into an army in Western Germany. 
Now, article 5 provides: 


The parties agree that an armed attack against one or more of them in Eu- 
rope or North America shall be considered an attack against them all; and 
consequently they agree that, if such an armed attack occurs, each of them, in 
exercise of the right of individual or collective self-defense recognized by article 
51 of the Charter of the United Nations, will assist the party or parties so at- 
tacked by taking forthwith, individually and in concert with the other parties, 
such action as it deems necessary, including the use of armed force, to restore and 
maintain the security of the North Atlantic area. 

Any such armed attack and all measures taken as a result thereof shall 
immediately be reported to the Security Council. Such measures shall be ter- 
minated when the Security Council has taken the measures necessary to restore 
and maintain international peace and security. 
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NORTH ATLANTIC TREATY AUTHORITY 


Section 5 rests solely upon an armed attack which has occurred. 
Now, I want. you to tell me where in the North Atlantic Treaty there 
is any power other than those two sections I have just read to you 
that would authorize us to bring armies of France, Italy, Belgium, 
and the Netherlands in a unified force to serve in Western Germany 
in times of peace ? 

Mr. Hatary. Senator, there are two sources of authority. First is 
in the North Atlantic Treaty which was ratified by the Senate and 
signed by the Secretary of State. Article 3 is the primary basic 
authority. 

Senator Roserrson. T just read you that. 

Mr. Hatany. Yes, sir; you did. 

Senator Roserrson. It is not in that. 

Mr. Hatary. Yes, sir; it is. The phrase, “in order more effectively 
to achieve the objectives of this treaty, the parties separately and 
jointly by means of continuous and effective self-help and mutual 
aid will maintain and develop their individual and collective capacity 
to resist armed attack.” 

In the preamble they are resolved to unite their “efforts for col- 
lective defense and for the preservation of peace and security.” 

Senator Roperrson. Let me remind you that the power of any 
law that is ambiguous is governed by the legislative intent. When 
this North Atlantic Treaty was before the “Senate, questions were 
asked as to whether or not it would compel us to go to war or to have 
troops in a given amount to be dedicated by some other nation in time 
of peace, and the Secretary of States Acheson was forced to give an 
explanation of the true meaning of article 5 and he reported to the 
President in April of 1949 and he said, and I quote from him, the 
article— 
does not in itself obligate any party to make any specific contribution to the de- 
fensive capacity of any ether party at any particular time or over any given 


period of time. * * * Each party retains for itself the right of determination 
as to whether an armed attack has in fact occurred. 


QUOTATION OF SECRETARY ACHESON 


Now, there was no question about peacetime at all. It was based 
on armed attack. Now, I return now to direct quote from Acheson: 


and what action it deems necessary to take— 


Now, that means Italy, France, United States, or anybody else who 
signed it—— 
if the situation were not clear there would presumably be consultation prior to 
action. Each government remains the judge of what actions it should take in 
fulfillment of the obligations of this treaty. 

That was the explanation of the man who drafted the treaty. That 

was the intent of the Senate when it ratified it, and there is no use 
now for anybody to try and construe it in any other way. 

Senator Haypen. Tf, in fact, General Gruenther should come here 
and testify before this committee that they have placed their troops 
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under his command so that he could order them where he pleased in 
Europe, that has been done, that is the understanding under which 
he is now operating, would that make any difference ¢ 

Senator Roperrson. That would make a great difference unless the 
French said, “You have misrepresented us; we have not done it and 
that is the reason we have not ratified the EDC. You do not have 
the power in NATO, you would not get it under EDC, and we have 
not seen fit to go in. # “Tf Generali Gruenther says he has that power, 
it would be very assuring to me to put all the funds that are requested 
over there, but I would want him to prove it. 

Senator Haypren. He is the one to ask the question. 

Senator Roserrson. I know, but I am laying the foundation for 
him when he comes. The State Department says to us it is in the 
treaty. 1am showing that it is not in there, as stated by the man 
who drafted the treaty. 


EFFECT ON FORCES OF FRANCE AND ITALY 


It is a very confusing matter to me, if it is all fully covered and 
taken care of by the North Atlantic Treaty, why we would have to go 
to such pains to pressure France and Italy to come in under EDC if 
it was not necessary to do it. 

Senator Russet,. They might decide to go jointly for a while and 
then they go separately. So they have plac ed them temporarily under 
the command of NATO staff. 

Senator Roperrson. EDC ties them up and they have not been will- 
ing to be tied up in my opinion. I will be glad to hear what General 
Gruenther says. He will have to produce some tangible evidence 
before I will be convinced that we have any hammerlock on the forces 
of France and Italy to be used in Western Germany when we think 
they ought to be over there. 

Senator Ferguson. The Senator from Oregon. 

Senator Corpon. Mr. Chairman, on this matter of this presentation, 
1 would like to know (1) whether this information ean be furnished: 
(2) if it can be, will it be furnished; and (3) when. 

The statement here is that there is around $6,700 million of obligated, 
and I assume by that it means legally obligated funds, that is sundry 
items have been ordered and are on order. I would like to have that 
$6,700 million broken down as follows: 

(1) How much in facilities in place in the NATO countries, air 
strips, warehouses, gaslines, if there are any, highways, what have you 
in the NATO countries; 

(2) The amount committed for ordnance and that divided between 
what is committed in this country and what is overseas; 

(3) The amount in airplanes and parts. What is committed here 
and what overseas ; 

+) Trucks and other types of a ition. How much com- 
mitted here and how much overseas; and 

(5) Any other categories that I have not mentioned, let us have the 
amount of money committed in each instance. 

The total should be around $6,700 million. 

(The information referred to follows :) 
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Department of Defense, MDAP, unliquidated obligations 
{In millions of dollars] 


| 

















Total unliqui- | OSP unliqui- 

dated obliga- | dated obliga- 

tions tions included 
Win watt a 5 oh LG ds Ri 497.0 (211. 4) 
Aircraft, spares and aero equipment. __........ ...- Se 1, 983. 9 (290, 2) 
Elee‘ronics and other signal equipment Le cnodubbed poke Miabedocdiee 547.7 (77. 3) 
Tanks and combat vehicles Se re a ee ee een 802. 5 (66. 4) 

a 2, . ncueusanuieuaunens gad diimacdiwnswgreeosacioies 138.3 

WORD? coded actesvans 3 nalncdiedh Sbds sd juve doedacdeudddted 336. 5 0 
Ammunition a 1, #85. 4 (634. 2) 
Engineering equipment : pe ntbetedtebs debates beabedeses: 190.8 0 
Other equipment and supplies biihs tkadadaniad cbdbels a eeeeiiide ake 87.6 0 
Access >rial charges. _...._.- oa ee eee OS Be 55.6 | 0 
Training sda CAMS 72 102. 6 0 
Administration ‘ ll i a cl Rtas 3.8 0 
Repair and rehabilitation of excess PS os COTS) BS aS) 29.7 0 
All other (nonmateriel) Gis atiatiadinamtite tt mei stipbins 35.4 0 
Infrastructure (NATO military public works) 71.0 0 
OSP, special military support pwede banecseee meee wieo ase (‘) 1 (228. 3) 
Ts a a | () 1 (80, 2) 
| icant 
Total unliquidated obligations May 31. 1953 | 6, 567.8 (1, 588. 0) 
Balance undistributed June 2___. etaaie oe aa SEE; 25 xaedimatntarie 
I seit ili ek i i ead an ga ee Bk FOE Tone satceuenianin 





' Separate reports on the MDAP offshore procurement program have been compiled without the com- 
ete category breakdown used in the overall Department of Defense report on the status of available 
DAP fun is which of course includes but does not separately identify OSP. Unliquidated obligations 
shown for OSP under the various materiel categories are understated by the portion of these 2 OSP cate- 

gories represented by such materiel categories. 
? Balance represents difference between June obligations of $596 million and expenditures of $416 million, 


DIVERSIONS TO KOREA 


Senator Corvon. Then how much of each of those have been diverted 
under the arrangement with the Department of Defense. 

Now, this was requested before. 

The next question after we get the diversion is how much of that 
which has been diverted has since been put on order by you, by Mutual 
Security, if you are going to do it by transfer of funds or by the 
Department of Defense if the Department of Defense is to do it and 
charge it to itself. 

Now, can you get that sort of information, for the first time we will 
be able to look at the $6,700 million and know what it represents. 

Mr. Harasy. We can do almost all of that. The difficulty is as of 
what date do you record what has been diverted to Korea; as you vour- 
self recognize, some of the diversions to Korea have been made up 
now. Others are still out, as the Senator said,on IOU’s. It isa daily 
in and out proposition which has resulted in the highest priority 
going to Korea, higher than any other requisition. 

Senator Corpon. Let us bring it down to a reasonable time. 

Mr. Hatasy. We could try to give you that as of a certain date. 

Senator Corvon. If you will bring it down to some reasonable time 
it will represent at least $6 billion of the $6,700,000,000. 

Mr. Hatasy. The in and out of Korea is the only part of that I am 
afraid we would not give you what you wanted. 

General Stewart has a comment on why it is so difficult to give you 
those figures. 

General Srewart. Mr. Chairman, we can give you the answers to 
all the questions the Senator has asked except the one about the diver- 
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sion to Korea. With your permission I would like to take a shot at 
explaining why we cannot do that. 

Senator Corpon. All right, I would like to hear you. 

General Srewart. When we, order the equipment for the mutual 
security program, this foreign aid, it is like me going down to a coun- 
try grocery store and ordering some sacks of sugar and some sacks of 
potatoes. The grocerman in this case is the Army, Navy, and Air 
Force. He has a lot of other orders that came up as a result of 

Senator Corpon. May I interrupt to ask a question so that I can 
understand what you are talking about? 

General Stewart. Yes, sir. 





METHOD OF FILLING ORDERS 


Senator Corvon. Are you saying now that with respect to the mili- 
tary requirements of MSA that you gave an order to the Department 
of Defense and the Department of Defense fills your order and you 
do not make the contact ? 

Mr. Haxasy. Senator, we are the responsible individuals in the 
Department of Defense. 

Senator Corvon. I am talking now about MSA. 

All right, you are the Department of Defense. Does MSA give you 
an order for ordnance, for NATO and you fill it or does MSA give 
the order in the first place to the manufacturer and you thereafter 
take it over? 

General Stewart. It gives it to us, sir. They approve a program. 
The implementation of that program is entirely within the Depart- 
ment of Defense. I represent the man who is trying to get these items 
to send overseas. I place my orders with the Army, Navy, and the 
Air Force. Now, they have all these other orders at the same time. 
It is not a clear-cut question of their taking something that belongs 
to me and send it to Korea. The Army has orders, too, the Navy has 
orders, and they take that particular item and send it and mine is 
just sitting there waiting. 

Senator Corvon. They have orders and you have orders ? 

General Stewart. Yes, sir. 

Senator Corvon. You are Defense now. Defense has orders. 

General Srewarr. Yes, sir. 

Senator Corvon. Mutual security has orders. 

General Srewarr. Yes, sir. 

Senator Corvon. Defense orders are charged to the defense budget. 

General Srewarr, That is correct. 

Senator Corvon. Mutual security orders are charged to the mutual 
security budget ? 

General Stewart. Yes. 

Senator Corpon. These items come off the line, they are delivered to 
you. You use them for defense purposes other than NATO. Have 
you so used more than have been charged to defense budget ? 

General Srewarr. No, sir. 

Senator Corvon. Then how can you say that any portion of mutual 
security has been transferred to Korea so far as this money is con- 
cerned or what was ordered under it is concerned ? 

General Srewarr. If you will let me go back to one simple thing 
that I can keep straight about this grocery store. 

Senator Corpon. All right, let us stay with the grocery store. 
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SUGAR PURCHASE CASE CITED 


General Srewarr. I order a sack of sugar and the grocery man has 
a lot of other orders. He never sends me my sack of sugar but I put 
this money over here in this pile to pay for it. Because the other man 
iS amore urgent customer, as he gets this sugar in from the wholesaler, 
he keeps sending it to the other man. I still have a legitimate order. 
I have to put some money over here to pay for it if and when I get it, 
but he has not given it to me yet. So I cannot say he took my sack of 
sugar and gave it away. 

Senator Corvon. All right, I follow your grocery store idea. Let us 
stay by the grocery store, let us stay by the sugar. You ordered 
56,700,000,000 worth of sugar and perhaps some more. So did MSA. 

General Srewarr. No, sir; so did the Army, Navy, and Air Force, 
sir. 

Senator Corvon. Through you. You ordered it all. 

General Srewarr. No, sir, I ordered the part to be used for foreign 
assistance. The Army, Navy, and Air Force ordered the part they 
were going to use for their own forces. 

Senator Corpon. If you will just identify where you are in this sugar 
buying deal, I will get along a little better now. I will talk about 
defense and MSA. MSA says it has now $6,700,000,000 worth of 
orders unfulfilled. 

General Srewarr. That is correct, sir. 

Senator Corpon. Some portion of that that was ordered for MSA 
by Defense through you, I suppose, or your boss 

General Stewart. Yes, sir. 

Senator Corpon (continuing). Some portion of that has not been 
delivered to MSA but has been taken by the Department of Defense 
for purposes other than NATO. That is correct, is it not? 

General Stewart. No, sir, not exactly. 

Senator Cornon. All right; where is it wrong? 

General Srewarr. Because in addition to my having an order in, 
the Department of Defense had an order in, too. 

Senator Corpon. I included that. 

General Stewart. But all of his orders have not been filled either. 

Senator Corpon. I am not interested in that. 

General Stewart. But they just never filled my order, which I 
might have gotten if they had not been in such a tight place with the 
Department of Defense. So, I still have an order in there. I still 
have the money to pay for it. But, because of the tightness of the 
business situation there and the need for this item to go somewhere 
else, he has not made delivery to me yet, and I am sitting here waiting. 

Senator Corvon. Now, you are talking as acting for MSA? 

General Srewarr. I am the Department of Defense man who han- 
dles the military portion of MSA; yes, sir. 

Senator Corpon. That is the same thing in different language. If 
we will try to follow along, I think we will get somewhere. 

Now, has there been delivered to the Department of Defense, not 
for your purposes to MSA but solely for the Department of Defense 
purposes other than NATO, any more of these orders than the budget 
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of the Department of Defense could pay for and did pay for? Yes 
or no. 
General Stewart. I can tell you what I know, sir. 
Senator Corpor. Do you know the answer’ Say “I don’t know,” 
if you don’t. 
UNFILLED ORDERS 


General Srewarr. Will you permit me to say it this way, sir, be- 
cause I am not the Comptroller of the Army. The answer is “No,” 
so far as I know, but the availability of these items—even though the 
Department of Defense has money to pay for their share and I, repre 
senting the foreign aid, have money to pay for my share—has not 
been enough at any given time to meet our demands. What has been 
available has gone to the most urgent cause. I do not believe any of 
us has received all we have ordered. When I say none of mine has 
been diverted, they have not gotten more than they have paid for. I 
think that is correct; they have not gotten all their orders filled. 

Senator Corvon. Now, we have an altogether different picture be- 
fore this committee. The statement made here was that MSA or- 
dered—and I at least assumed, when they made an order for a ponte 
thing, it was an order by MSA for MSA to be deliverd to MSA and 
paid for by funds from MSA—they stated that as to those Fanaa they 
had so ordered they had been diverted to the use in Korea by the 
Department of Defense and that was the reason that they had this 
unexpended balance. Now you tell me that they gave the orders to 
the Department of Defense; that the Department of Defense pre- 
ferred its own necessities over those of MSA, and, by the use of its 
own money and using its priority, it took material that otherwise it 
would have turned to MSA and used it in Korea and did not fill tne 
orders of MSA. 

Now, that is a correct statement; is it not ¢ 

General Srewarr. Yes, sir, that is correct, and there is nothing 
inconsistent on that with the other point of view. 

Senator Corpon. There is a great deal of inconsistency as far as | 
am concerned from a budgetary standpoint. 

General Srewarr. Yes; this is not simple. It is involved in these 
tremendous sums of money, hundreds of thousands of contracts, and 
when we try to answer acc urately it is very difficult to say “Yes” or 
“No.” 

Senator Corpon. That is rather cleat 

General Srewarr. Now, I would like to call your attention to the 
law, sir. 


STATUS OF MSA ORDERS 


Senator Corpon. Let me ask you a question, please. I do not want 
to get off the beam here. I want to know what I am trying to do. 

Inasmuch as you are continuing to place your ‘ondiors with the 
Department of Defense for NAT O material, and in these categories 
I have mentioned and others, there is no human ‘ay in which any 
body can say today exactly in what status MSA orders are, whether 
they are half done, whether they have just started on them, whether 
they are three-quarters done or anything else, because they are always 
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subject to a priority claim under your theory by the Department of 
Detense for purposes other than MSA and NATO purposes. Is 
that correct ? 

General Srewarr. That is absolutely correct in the case of the 
Army, sir. It is a little different in the Navy and Air Force, but 
pay are absolutely correct in the case of the Army, which is the bulk 
of it. 

Senator SarronstaL,. Would the Senator yield for one question or 
permit me to ask him a question ? 

Senator Corvon, I yield. 

Senator SavronstaLty. Have you given any obligation to NATO or 
other MSA counties to these goods you have ordered from the Defense 
Department and have not yet received and for which you are setting 
the money aside? Have you given any understanding or obligation ¢ 
Are you committed ? 

DELIVERY ESTIMATES 


General Stewart. Yes, sir, in this respect only, sir. Each country 
is aware of the items that are on approved programs. We make a 
program every year for each of the countries. Each quarter we give 
a prediction, an estimate of when we will deliver each of these items 
over the next 18 months. To the extent that each country knows 
what appears on its own approved program and to the extent that we 
have given each country our best estimate of when we may deliver it, 
we are committed. We have no other ironbound, legal, or moral com- 
mitment beyond that, sir. 

Senator Corpon. Now, getting back to this picture, the record in- 
dlicates, according to your statement, sir, that up to this time the 
productive capacity of this country, which has been committed to 
this adventure, has not turned out enough of its products to take care 
of Department of Defense needs alone, much less take care of $6,700,- 
(000,000 worth of orders also placed by MSA with you, is that correct ? 

General Srewarr. In the third quarter report of the Office of 
Defense Mobilization, the then Director, Mr. Wilson, makes that state- 
ment in two places, that it is not contemplated that the industrial 
mobilization shall be pushed to such a peak of production that all 
these demands can be met within the time the military wants them. 
Your statement is correct, sir. 

Senator Corvon. If there are now outstanding $6,700,000,000 worth 
of orders and there is $2 billion of credit uncommitted and unobligated 
in any wise, why, if you will give me one reason, should there be 
another dollar appropriated by the Congress for the purchase of 
military items for NATO at this time? Why put the order in if 
you are not increasing the capacity for production and the present 
capacity to produce is not sufficient to fill the orders that are there 
now ¢ 


INCREASED DELIVERIES 


General Srewarr. No. 1, sir, fortunately we are in a position to 
greatly increase these deliveries. 

We have delivered in the last 11 months more equipment than was 
delivered in the entire period preceding the last 11 months. Of course, 
with the delivery, we get its blood brother, an expenditure. This pro- 
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gram momentum is illustrated on this chart in terms of money value. 
In the last half of fiscal year 1950, only this amount was actually 
delivered. 

Senator Cornon. That is $69 million. 

General Stewart. Yes, sir. In the first half of 1951 we delivered 
$446 million, and in the next half $606 million. 

Senator Corvon. To whom? 

General Stewart. Worldwide, sir, to all the countries receiving this 
assistance. NATO gets 85 percent of all of it, but this is worldwide. 

Senator Corvon. This represents deliveries which have not. been 
recalled for Korea? 

General Srewarr. This represents deliveries actually placed in the 
hands of our friends abroad, sir. 

Senator Corvon. And not retrieved for Korea or other purposes? 

General Stewart. We have retrieved none of it for Korea. We go 
ahead and show the increase in these deliveries, and this, the last 2 
bars, represent 11 months of fiscal year 1953, and during that 11 
months we have delivered something like $3.2 billion. We have de- 
livered more in these 11 months than in the entire preceding period. 

Senator Fercuson. That does not prove anything. 

General Stewart. It proves that we are beginning now to recover 
from the setback which was initiated with our war in Korea, that 
the whole thing is beginning to pay off, that production is coming 
off the lines, and that sufficient is now being produced to meet all 
requirements. 

Senator Corvon. What part of that was NATO? 

General Srewart. About 85 percent, sir. 

Senator Corpon. You have there, as I see it from here, $3,193,- 
000,000. 

General Srewart. We have delivered $6,673,000,000 worth of 
equipment, sir. 

Senator Corvon. I am taking the last year. 

General Stewart. Yes, sir; that is correct, 

Senator Corpon. You have delivered through 1950, 1951, 1952, and 
1953 in round numbers $5 billion worth of orders to MDAP? 

General Stewart. Yes, sir. 


ORDERS ON HAND 


Senator Corpon. You have now on hand $6,700,000,000 worth of 
orders with $2 billion more that is unobligated which is available to 
you, or $8,700,000,000 with which to place orders—you evidently have 
not been able to find a place to put $2 billion of it yet—you delivered 
$3 billion in your biggest year which was 1953. Why do you need any 
more money now ¢ 

Mr. Hauasy. $3.2 billion in 1953, through May, sir. 

Senator Fereuson. What is that? 

General Srewarr. That is the 11 months of fiscal 1953. That is 
actual, that is what we have done. 

Mr. Haasy. These are the values of the shipments, the articles that 
have actually been received. In addition to this, there are several 
other categories of expenditures, packing, handling, crating, the train 
ing charges are not represented on there, infrastructure, the foreign 
public works program, and so on, are in addition to that. So the 
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material, as the Senator pointed out a moment ago, is about $3,200,- 
000,000, but in addition to that $500 million other expenditures 
chargeable to MDAP occurred in fiscal 1953. The estimate from the 
services of what they would spend in fiscal °54 is $5,200,000,009. That 
would charge against Senator Cordon’s $8,700,000,000, 

Senator Frrcuson. But you have more than 2 years. 

Mr. Hatapy. No, sir, five billion two out of eight billion seven would 
not be 2 years. 

Senator Corvon. All right, that is three billion three that you could 
not possibly spend in 1954. 


LEAD TIME EFFECT 


Mr. Havapy. That is right, sir, and therein lies the whole subject 
of lead time which you have been hearing about for pany years and 
probably know a lot more about it than we do, but the fact is that $2 
billion of that unexpended eight billion seven is not uncommitted, it 


is unobligated inaccordance with these new rules that were thrown . 


into this game in the fourth quarter by a new referee. That is com- 
mitted and it is programed and it is in these building blocks 

Senator Frreuson. You program it before you come up and ask 
for it? 

Mr. Hatany. No, sir, we have been trying all along to get to the 
fiseal 1954 program. On which we come to you for each year and 
you approve with reductions. 

Senator Corvon. When you make up a program, don’t you tenta- 
tively, at least, determine the necessities of the various areas and then 
total them to get the gross of the program ? 

Mr. Hatasy. Yes, sir. 

Senator Corvon. To that extent you have the same kind of a non- 
legal, nonmoral commitment that you have after you get the money 
except when you get the money it is a little bit less and have to scale 
it down. Is that not true? 

Mr. Harasy. No, sir. We could come to you for $10 billion worth 
of new requirements out of this box of deficiencies I was demonstrat - 
ing before. We do not do that. We know that is fantastic, and 
unrealistic. Furthermore, whatever we sent up to the Department of 
Defense and Bureau and White House is cut back and whatever we 
send up to you is generally cut back, but that is a judgment as to what 
portion of the requirement you are going to take the responsibility for 
fulfilling and not fulfilling. That is why the Constitution places the 
authority where it does. We come to you and tell you there are this 
many military deficiencies around the world, we are not even program- 
ing those, but we are programing these and that $2 billion is pro- 
gramed. That $2 billion is programed, sir, it is committed in the sense 
that we have already had about a billion three hundred million dollars 
of it under order but because the new rules come in, we take it out from 
under order, we are in the process of putting it back under order. 
So please do not think that $2 billion is just some floating amount in 
there that is not at work, that we just dreamed up in order to pad out 
these accounts. That $2 billion, more than half of it was at work 
until 6 weeks ago. 

Senator Corpvon. Why did it cease to be at work then? 
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EFFECT ON NEW RULES 


Mr. Hatasy. I do not believe you were here when I explained that 
the new rules came in. This is the fourth quarter of this mutual- 
defense assistance game. A new referee with a new set of rules has 
hit us, and now it looks as though we are confused and mixed up 
padding these accounts. That is just not the case. 

Senator Corvon. I did not accuse you of padding the account. 

Mr. Hauasy. We can go through this thing, item by item and quar- 
ter, and we will do so when the chairman tells us he wants to hear that 
story 

Senator Frerauson. These are very important things. You do not 
realize they are. They are still very important to the committee. 

Mr. Hatasy. You say I don’t realize that they are? 

Senator Fercuson. You want to get to your charts. 

Mr. Hauany. We have a presentation here, and we are going to 
develop this point by point. 

Senator Ferauson. You are going to get that full hearing, but I 
want to ask you one question. Ts it not an actual fact that it could 
turn out—I say could—that none of the $6,700 million is really 
obligated for Mutual Security, because it could all be confiscated by 
the Defense De »partment to some other cause ? 

Mr. Hauapy. That is theoretically—you used the word “could”—it 
is theoretically possible, but here is what would be required to do that. 
The President would have to decide that the requirements to be met, 
all the funds in the Defense Department, with all the funds in the De- 
fense Act, those funds were so urgent and so paramount that nothing 
would go to this program. 

Senator Frrauson. So when you say that is committed, it is not 
legally committed. 

“Mr: Haxasy. It is committed in that those contracts are let, when 
the tank comes off the line it is going to NATO, or it goes to our boys 
some place. In other words, as the production comes off the line, it can 
be taken and paid for with other funds, by funds you have appropri- 
ated for other purposes. 

Senator Frrauson. Therefore, it could be that none of the six-seven 
is committed, obligated. 

Mr. Harapy. It would have to be—you would have had to have 
appropriated funds for the Army, the Navy, and the Air Force or 
otherwise they could not cover the deliveries. 

Senator Frrcuson. Now, wait a minute; they have had carryovers, 
unobligated they could use. 

Mr. Hanany. Tf they have the funds, they can take it as it comes 
off the line. That is right; is it not? Don’t you want the require- 
ments of Korea met first? I certainly do. 

Senator Frrevuson. It appears to me that you have overfinanced in 
this particular one. 

Mr. Hatasy. We have been financed but we have been underde- 
livered. We are not getting the goods. The reason you authorized 
and appropriated the program is to get the goods over there to con- 
front the Russians with the fighting power. 

Senator Frercuson. Up to date have you any army in Europe not 
supplied ¢ 

Mr. Hanasy. Yes, sir. 
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Senator Frercuson. What are they? 
Mr. Hatasy. That was the whole purpose of our wanting to get 
through this orderly presentation. 


DETERMINATION OF PRIORITIES 


Senator Smrru. Mr. Chairman, before you get to that, may I ask 
a question ¢ 

Who makes those decisions as to who has the priority ? 

Mr. Hatasy. The President on the advice of the Joint Chiefs of 
Staff and the Secretary of Defense. 

Senator Smrru. It is a direct line? 

Mr. Hatapy. Yes, ma’am. 


FINANCING NEW MILITARY DEFICIENCIES 


Now, here is what we wanted to show you. You have financed this 
much of the requirement. We want you to come along with $3.6 
billion additional funds to finance new military deficiencies. We want 
to show you why 

Senator Fereuson. Each one of those is a billion dollars? 

Mr. Hatasy. No, sir; I just figured this might be a simple way to 
explain this complicated subject. 

Senator Frrevuson. If it was, I was glad the alphabet had only 
26 letters. 

Mr. Haary. Here is what I did this morning. I diverted these 
blocks from my daughter’s playroom because I thought we could get 
at this problem of unobligated, unexpended this way. Some of them 
called them “unexpected” balances. This is the simple picture, all of 
those are our requirement. We think all this, only this portion should 
be financed. The tough question this committee has to report on to the 
Senate is how much financing ahead. If you let us go through with 
this story in an orderly way, I think at the end of this we can give you 
the facts on which you can make up your own minds. 





HEARING PROCEDURE 


Senator Haypen. As a member of this committee, I would like to 
have them proceed in order. I have attended many, many hearings. 
I have generally found that a witness comes up with an orderly ex- 
planation of what he proposes to do and you divert him by questions 
and you kill more tine. When you get through you have not got all 
the facts. { would like to have it done sometime. 

Senator Frrevson. As long as this chairman is chairman, he is 
going to allow the Senators to ask questions. 

Senator Haypen. I am one Senator who would like to hear an 
orderly presentation. 

Senator Freravson. There hapnens to be another group of Senators 
here that want to ask questions. So as long as this chairman is chair- 
man, I am going to allow them to proceed to ask questions. They 
think that their matter is as important or more important than the 
prepared statement. I share their views at the present time. 

Senator Evtenver. As T pointed out awhile ago, we have been pre- 
sented with the same line of facts before. What I was trying to do 





Aeris rb tee 6 


ee ee Ne 


lle 


ot Shaan 5 Fane 





MUTUAL SECURITY APPROPRIATIONS, 1954 243 


when I started this interruption was merely to find out why it was 
these unobligated and unexpended balances were there and why un- 
obligated balances were not put at work. You came here 2 years 
ago asking for this, we followed you, we let you have it. Now you 
have given us, tried to give your reasons why these unexpended and 
unobligated balances were not spent insofar as purely military items 
are concerned. 


ECONOMIC AID DISGUISED AS MILITARY AID 


Now let us go to another item. The economic aid, which is dis- 
tinguished as military aid in this bill, I understand that you have left 
over from past appropriations three-quarters of a billion dollars of 
unexpended and $140 million of unobligated. Why the laxity in that 
regard ? 

Mr, Haxany. I think you might direct that question to Mr. Murphy 
of Governor Stassen’s office. 

Senator E.tenper. Now, when those requests were made you had 
to have it now, spend it next year. Here a couple of years have gone 
by, you still hav re iton hand. I would like to know why it is that on 
your semieconomic aid, that is, aid that is used for economic as well 
as military development, but more on the military side, why it is that 
those balances are unexpended and unobligated. 

Mr. Mourruy. In retrospect, I would think probably that the figure 
of unexpended balances which relates to defense directly is probably 
higher than three-quarters of a billion. I would think it would run 
probably as high as 1.1 billion out of that $1.6 billion figure. Now, 
if I may proceed, the appropriation for fiscal year 1953 for defense 
support in Europe was $1,282,433,000, and it was increased by a trans- 
fer from military account to $125 million more. Now, as of June 30 
we estimate that approximately $1.1 billion of that for Europe would 
be unexpended. Now, that represents approximately an 8 to 9 months’ 
pipeline of goods to be deliver ‘ed, which is quite a shorter pipeline 
than has been the case in the program since the inception of the 
Marshall plan. 

In other words, if I can put it this way, a little simpler, that adds 
up to the fact that if we did not get any more money for that type 
of assistance for fiscal year 1954, that European pipeline would pro 
ably run dry before fiscal year 1954 was over. 

Now, i in addition, there are some funds included in the $1.1 billion 
estimate that I just made which is not obligated for assistance to 
Sp ain. Seventy-five million dollars of the prior funds that have been 

appropriated for assistance to Spain have been tentatively earmarked 
for economic type assistance designed to generate counterpart which 
would be used for military purposes in Spa Lin. 


ECONOMIC AID UNEXPENDED BALANCE 


Senator Exxenper. I was referring to military aid. Let us not mix 
Spain up with that. You stated awhile ago that you have unex- 
pended balance for economic aid, mainly military aid, which is a 
billion six hundred million dollars. 

Mr. Murrnuy. That is correct. I would say about 1.1 of that, sir, 
is of the defense variety. 

Senator Ettenper. Let us confine ourselves to that. 
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Mr. Mureny. That is what I am talking to. Now, included in that 
$1.1 billion I have counted this $75 million for Spain which would 
generate this counterpart for military purposes. So that is in my 
1.1 estimate, sir. 

Senator ELLenper. How about the unobligated amount of $140 mil- 
lion out of $180 million. 

Mr. Murrny. $75 million of that of course is the same assistance to 
Spain I have referred to. It is not obligated and it also of course is 
not expended. There are a variety of other items that go to make 
that up, $40 million unobligated. The Palestine refugee program 
is an example and incidentally that explains the reason why we are 
not asking for any additional appropriation for Palestine refugees 
at this time. 

Senator Ettenper. Now, just a minute. I asked you for some fig- 
ures that were connected with the military. We have evidence here 
as of last month that you had $800 million of unobligated funds 
through economic aid, do we not ? 

Mr. Murrny. No,sir. The total unobligated funds—— 

Senator Etienper. Certainly we are all confused here, at least IT am 

Mr. Morpuy. If you divide the program right down the middle and 
take all distinct military assistance out, that is the figure you have been 
talking about this morning, that is the $1,992,000,000 unobligated. In 
addition to that, sir, in the whole program there is only an additional 
$180 million that is unobligated. And that runs the whole gamut 
on the economic side of the program, it includes the unobligated that 
is intended for defense purposes and it includes the things like Pal- 
estine refugees and it fotiudes the point 4 program and the contribu- 
tions to United Nations Organizations, and that type of thing. The 
whole figure is $180 million outside of military assistance. 

Senator Exienper. You certainly misunderstood this morning 
when vou gave me the figure of $180 million that would be unobligated 
funds for the military aid that was mixed to some extent with some 
economic aid. 

Mr. Mureny. Yes, sir; I did. When you wrote down economic aid, 
I thought you meant all the program that was not distinetly military 
and I gave you the total figure of $180 million. Now, all of that does 
not have a defense connotation. But about $140 million of it I think 
would. 

Senator ELttenper. How much more money are you asking for in 
this bill for military aid that will also be used for economic aid, that 
is, for aiding our allies, I presume to manufacture materials of war 
that will indirectly help them economically ? 

Mr. Moreuy. That would be the figure in chapter 2 of the program. 
sir, for 1954 and the appropriation requested for that purpose in 1954 
is $952.2 million. 

Senator Ex:ienper. Is that unobligated or expended ? 

Mr. Mourpny. It is nonobligated. It includes that $75 million 
figure for assistance to Spain with defense purposes behind it. 


UNEXPENDED APPROPRIATED FUNDS 


Senator Extenper. How much of the previously appropriated funds 
have you unexpended, the same type of money ¢ 
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Mr. Murreuy. That is my figure of 1.1, which is an approximation, 
sir. Of the 1.6 I gave you total unexpended of nonmilitary appro- 
priations, 1.1 would approximately be defense purpose. 

Senator Evtenper. All right, that is all I have, Mr. Chairman. 

Mr. Harasy. Mr. Chairman, we can proceed any way you wish. 
We do not want to impose on the committee with a canned presenta- 
tion. We have been through this before for four committees, sir. We 
will do it any way you say. 

Senator Frreuson. Have you anything in writing? 

Mr. Hatany. We have all of those charts. 

Senator Fercuson. You do not have written statements ? 

Mr. Hatapy. You mean another set of generalities? No, sir. 

Senator Russe.u. I would like to ask one question. Do those figures 
you gave there include the military items that were procured offshore 
or only those shipped from this country ¢ 

General Srewarr. It includes all items. Very little of it, sir, is 
from offshore procurement because we have received very small 
amounts of deliveries, but those deliveries that we have received are 
included in that statement. 

Senator Russet... 1 understood you had quite a large amount of 
naval construction in France and other countries. They have not yet 
been completed ¢ 

General Srewarr. That is correct. 

Senator Russeii. But they are included in your obligated funds 
and not in your deliveries ? 

General Stewart. That is correct, sir. 

Senator Russei.. I want the record to show specifically that I do 
not share the criticism. If you wish to go slowly with this program, 
you have my hearty approval. When you talk about putting funds 
to work that they did not have, I wish they did not have as much 
obligated as they do. 

Mr. Murry. May I interject a thought at this point? I would 
like to be sure that the committee understands this $1,992 million un- 
obligated figure on the military funds includes $426 million which is 
not obligated and which we have used to reduce the 1954 authorization 
and appropriation request. 


OBLIGATING AT END OF YEAR 


Senator Frerauson. I understand now what you have in mind but we 
all learn on appropriation committees that they attempt to obligate 
toward the last couple of months of the year so that they can show 
obligations and the evidence is clear, I think, before the detniniitten 
that it is not always properly cbligated or carefully obligated when 
they work that way. 

Senator Russeii. One thing I have never been able to understand 
in the years I have served. Time and again I have seen appropria- 
tions refused practically because they had not spent all the money 
given them. That has caused all of the spending agencies to obligate 
every last dollar we gave them. Ihave always felt we ought to reward 
a man with an extra million who comes in here without hav ing spent 
all the money given him. 
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Mr. Hatapy. That is encouraging, Mr. Chairman. The fact is that 
if we had not deobligated these funds, about $1,200,000,000, we would 
have come to you with an appropriation request for that much less. 
Instead of asking you to appropriate $5,600,000,000 for MDAP, we 
would ask you to make available only about $4,300,000,000, that is, 
$3.6 billion new money and around six or seven hundred million 
carryover. 

Senator Frreuson. You see, the Air Force claims one obligation, 
the Defense Department claims $700 million less obligation. I think 
the time is going to come when we actually are going to have to get 
our figures from GAO, that no figure will be obligated until they 
certify that it is obligated, so that we can tell what is obligated and 
what is not. 

Senator Ettenper. In that connection, according to testimony given 
by Governor Stassen before the Foreign Relations Committee as of 
March 31, your unobligated balance was $4,221,000,000. In the last 
few months you have obligated all except, evidently you could not find 
a place to do it, almost $2 billion. 

Mr. Hanany. Again we are trying to manage these funds wisely 
and carefully. We, as taxpayers, are also very conscious of the tax 
burden because I think some of us get less salaries in the military, we 
are not bent on spending our own tax payments, we are trying to 
manage these funds wisely, and the fact that we have come to you 
and told you exactly and precisely that there are $2 billion unobli- 
gated and we are telling you with great precision what the status of 
it is, it seems to me it suggests that we are trying to be candid and 
trying to be honest and efficient with these funds. If I could just 
very briefly sum up where we are at this point and then go on with 
the country by country presentation, I would be very grateful. 

It seems to me there are 2 questions that the committee is most 
interested in: One, why is there $8.7 billion unexpended in these 
military-assistance funds, and why is $2 billion of that unobligated ¢ 


CHANGE IN BOOKKEEPING PROCEDURE 


On the unobligated funds we have tried to explain that the primary 
reason is the change in the bookkeeping rules. If we had gone on 
through the year with the old bookkeeping rules, we would have had 
about $500 or $600 million unobligated and in a $151, billion pro- 
gram, that is not an inordinate, unreasonable amount, and we would 
have explained to you just why that had not been obligated. 

First, there is a reserve for engineering changes in the Navy and in 
the air program. Second, there were obligations right in process 
contracts that were not signed on July 5 or 6, and so on. We would 
have explained that to you. 

Now, the rules were changed. We think it is a helpful and useful 
change in rules and we have put them into effect. The result of 
yutting them in effect is to add somewhere between a billion and a 
Dillion four hundred million dollars’ worth of unobligated funds. But 
that money is in this set of requirements here. That money is still 
programed against requirements. It is still committed. In fact, 
some of our allies are counting on the shipments of those items and 
are expecting them and are raising the forces, building the facilities 
in the light of the receipt of that equipment. 
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DIVERSION OF F-84 AIRCRAFT 


Now, when we get around to the $6.7 billion that is obligated and 
unexpended, we have tried to explain that in response to a lot of ques- 
tions from Senator Cordon that there are 3 reasons why those 
funds have been unexpended. The first is that the equipment, as it 
came off the line, was expected to go to MDAP, but it did not, it went 
to United States forces in higher priority areas; second, some equip- 
ment that we had under contract was loaned to Korea. We have 
diverted and loaned some of the F-84 aircraft that are actually paid 
for with the MDAP funds but are over in Korea being used right now 
or are used by our air defense command right here now. 

Senator Corpon. You do not think that is really loaned, do you? 

Mr. Hatasy. We have been promised them back and by law we will 
be required to get them back, sir. 

Senator Corpon, You will get back another item, not the one you 
sent to Korea 

Mr. Hauasy. Another F-84, yes, sir. Although we may be able 
to take some of those F—84’s that are still in good condition and reha- 
bilitate them and give them to our allies. That is the first reason, 
the Korean requirement. 


PRODUCTION DIFFICULTIES 


The second reason is that there have been production difficulties, 
delays and shortcomings over the years. Senator Smith in particular 
is fully aware of the ammunition shortages. There is one of the biggest 
blocks of undelivered items, ammunition. That was because of the 
production situation which General Stewart was referring to a 
moment ago, 

The mobilization level of production was in here, whereas, that 
required to meet all the requirements of the free world was up in here. 

Now, the third reason, and I told you quite frankly that it was one 
of the reasons, is there is one heck of a lot of red tape in this program. 
We call it administrative lead time. You ean call it anything you 
want to, but the fact is that we program, then we reprogram and then 
we have to reprogram again because of differences between our request 
and the appropriations, because of transfers from the military over 
to the economic, because of changes in the military situation, all around 
the world. 

Now, that in general is the answer to those two questions. We are 
going to go into it in such detail as you will permit us, we will go right 
down to each item and show you what will be obligated and why. 


DETERMINING VALUE OF SECOND-HAND MATERIAL 


Senator E.itenver. In sending what I would call second-hand ma- 
terial to our allies, what values do you put on those in determining 
the amount of money that should be appropriated ? 

Mr. Haapy. That is prescribed in the law, sir. You have passed a 
law which prescribes how we do that. We can read that to you. 

Senator Ettenver. That is all. 

Mr. Hatary. Now, if I may just clear up one thing, I think Sena- 
tor Cordon in particular felt that the three of us here were MSA wit- 
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nesses and that we were presenting perhaps more than just the mili- 
tary part of it. I want to make that clear by referring to section 
506 of the act. We like Governor Stassen and work very closely 
with him, but we are working for Defense. 

Senator Cornon. I knew you were with MSA but I did not think 
you were dealing with anything but military items. 


DEFENSE DEPARTMENT RESPONSIBILITIES 


Mr. Hatany. That is right, sir. Here is what we in Defense are 
responsible for. As you know, our responsibility in this program is 
recent and we are trying to work very closely with Governor Stassen 
and with this committee, I might add. Here are the Secretary of 
Defense’s responsibilities. These are set forth by law, section 506. 

He is to determine the military end-item requirements. That is 
particularly with reference to these blocks. All of these may be re- 
quirements, everything, but these are the ones we are programing. 
That determination, I am sure Senator Smith will want to know, is 
done for the Secretary largely by the Joint Chiefs of Staff. 

The second is the procurement of the military equipment in a man- 
ner which permits its integration with service programs. I think that 
is Important, that word “integration’’, because in a sense you have 
been rather critical this morning in the fact that we have integrated, 
yet there is a provision in the law which requires the Secretary of De- 
fense to integrate the procurement of tanks for Korea with tanks 
for Italy. 

Senator Corpon. I have not been critical, I have just been interested. 

Mr. Hatany. Third, the supervision of the end-item use by the 
recipient countries. Secretary Wilson is as anxious as you are I be- 
lieve to reduce the number of personnel in this program. It is over 
40,000 for military assistance programs and one of the big reasons 
for that is that he is charged with the responsibility of delivering 
and supervising the end-item use by these countries. 

As we get more deliveries, as we have indicated to you, we are 
going to have more end-item use and therefore more need to super- 
vise, more need for supervisors and inspectors. 


TRAINING OF FOREIGN MILITARY PERSONNEL 


The fourth function here is supervision of the training of foreign 
military personnel. That is one of the cheapest parts of this program, 
and I think General Stewart will demonstrate to you one of the long- 
haul advantages. 

The fifth responsibility of Secretary Wilson is the movement and 
delivery of these military end items and the sixth is the one we spent 
most of the morning on, the establishment of priorities, in procure- 
ment, delivery, and allocation of military equipment. 

Senator SavronsraLyt. With the approval of Mr. Cordon, who is 
my senior, but at the suggestion of Mr. Ferguson, the acting chair- 
man, I am going very shortly to recess the heari ing until 2:30. Might 
i ask you just this question ¢ 
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It seems to me the same problem is involved that we had in the 
housing question in independent offices. There Mr. Cole, 1 think it 
was, explained it very well to me. You have a coffee grinder, you 
have today in the coffee grinder grinding approxim: ately $8.1 billion 
worth of material. You have new money requested of $2,500,000,000, 
and sort of hung over this $2 billion, which you allege is about $600 
million that has not gone into the coffee grinder. The question we 
have to determine is how much new coflee to put into that coffee 
grinder in 1954 to keep the grinder going full for 1954 and into 1955. 

Mr. Hauasy. Yes, sir. 

Senator SavronstatnL. And you allege that we should put into that 
coffee grinder $3.5 billion of new money and also the $600 million. 

Mr. Havapy. The $2 billion. 

Senator SALLONSTALL, In other words, you say we should put into 
the coffee grinder $3.5 billion new money plus the amount you have 
which is still unobligated of $5,500,000,000, where there is already 
$6,700,000,000 in the coffee grinder. Is that correct ¢ 

Mr. Hanany. That is exactly correct. 

Senator SauronsTaLL, Six point seven is in the coffee grinder 
grinding. You say you need five point five more to keep the thing 
going ¢ 

Mr. Hatapy. Yes, sir. 

Senator SauvronsvatL., Of which you have two. 

Mr. Hatany. We have two if you permit us to carry it over if 
you make it available. 


LONG-RANGE PROGRAM 


Senator Haypen. This program as you have laid it out is a long- 
time program, that is, it is going to take more than this next year in 
which to complete the arming of the forces that are being raised for 
Kurope. They are providing men, they are providing places to do 
the work, and providing things that are necessary to be available. 
How long is it going to take to get them in a position where we will 
be satisfied that we have done all we can do? 

Mr. Hauarny. All that we can do is give you our views on that. 
General Gruenther will give you his view. 

Senator Haypen. Who is’ best qualified, General Gruenther ? 

Mr. Harasy. No, sir. With respect to NATO, he can tell you how 
he would like to see it built up—how he would like to see these deliv- 
eries made. But there are other areas involved. I think there is in 
the record a considerable amount of testimony by the Secretary of 
Defense, Secretary of State, and Director of Mutu: al Security on that 
point. They are quoted in the papers as saying it is going—this 
program is going to have to continue for at least 10 years—but we 
hope that if you appropriate the new money that we could deliver 
substantially all of that equipment—and this is my own best estimate, 
sir—within the statutory period for the liquidation of the program. 
The bill now provides for an end of the mutual-see urity program, a 
termination date of June 30, 1954, and it gives us 3 years in which 
to liquidate our pipeline of milits ary assistance, so that on June 30, 
1957, we would expect to have delivered almost all, if not all, of the 
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combined amount that Senator Saltonstall mentioned a moment ago. 
That will be a very substantial strength. 

Senator Sarronstarn. What this program is based on is the unde- 
livered items that you have up to date plus $5,500,000,000 more which 
you will put into the pipeline or put into the coffee grinder, whatever 
expression you want to use, in the fiscal vear 1954 to be delivered by 
June 30, 1957, so that you would come forward and this program 
will be ended and there will be no request under this program for 
military purposes next year under the present law? i 

Mr. Hanany. No, sir. If I left that implication, I did not mean it. 
I meant that if you approve the new money, $3.6 billion, if you continue 
available the old money unobligated, $2 billion, a total of $5.6 billion, 
we will take all of that, put it under contract, do our best to get. it 
delivered by June 30,1957. Next year—fiscal 1955—we would have to 
come to you, after very elaborate review that the President is initiat- 
ing today of our whole world posture, and after a very careful analysis 
between now and January 1 before the President’s new budget comes 
up, and tell you what that will be. But the previous witnesses at 
Cabinet level have indicated there is going to be a reduced program. 

Senator Savronsraus. Have you a breakdown then of five billion 
six of what that is going to be that you expect will be placed in orders 
in the coming year ? 

Mr. Harasy. Yes, sir; we will lay that out for you as we go along. 
We can do it by category. 

Senator Savronsratu. At the suggestion of the acting chairman, if 
this is the logical point to stop, we will stop at this time until 2: 30. 

Mr. Harany. May we come to you at 2:30 and then start out with 
the country story so that we can show you what we have accomplished 
and what we have not accomplished and what we want to accomplish ? 

Senator Sarronstatu. I do not expect to be acting chairman at that 
time. From your experience in previous committee hearings, you 
know that you may get to that or you may not get to that until to- 
morrow or the next day. 

(Whereupon, at 12:25 p. m., a recess was taken until 2:30 p. m.) 





AFTFR RECESS 


Senator Dirksen (presiding). General, suppose vou resume where 
you concluded. I snologize for not being here this morning, but I 
was at a Judiciary Committee meeting. 

Mr. Hatapy. Senator, I was just summing up when we left off. If 
T could, just for your benefit, take a second to do that—Senator Ellen- 
der has already heard it—I can do it in just a moment. 

Senator Dirksen. I would be delighted to have you do so. 

Mr. Hatasy. The four main avestions that came up this morning 
were these. First about the NATO and EDC. There seemed to be 
some misunderstanding that NATO was waiting for the EDC and 
were waiting until the six conntries in the EDC had ratified it and set 
up a command and strenethened these forces. I think we attemnted 
to bring out that the EDC is a closer integration of 6 of the 14 NATO 
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countries, and secondly, it is an addition to the western defense of 
Germany. 

However, in the last 4 years—NATO was signed April 4, 1949—we 
have built up in NATO a very sizable force force. General Gruenther 
will explain its quantity and quality. 

(Discussion off the record. ) 

We have established a unified command, of which the supreme 
allied commander was General Eisenhower. We have done that under 
three authorities. First the authority of the Constitution of the 
United States; second, the North Atlantic Treaty, which was ratified 
by the Senate, and third, under the Mutual Defense Assistance Act. 

We had a little colloquy with Senator Robertson about that. 1 hope 
the record will indicate that the executive branch has no question 
about both the authority and the propriety and the wisdom of pro- 
ceeding with the North Atlantic Treaty, having a unified command, 
having General Eisenhower, General Ridgway and now General 
Gruenther, as the unified commander, and there is no question, at least 
in the mind of the executive branch, that that was both wise, proper, 
and lawful. 

All of that has been done before the EDC has ever been ratified. It 
will continue. It is a very, very substantial force there as a frontier 
of the United States in Western Europe. When EDC is ratified, we 
think it will be strengthened in two ways. There will be a European 
army within the 14-nation force, and Germany with all its power and 
potential will be incorporated into the ground. 


USE OF MDAP EQUIPMENT AND FUNDS 


The second question concerned the so-called use of MDAP equip- 
ment and funds in Korea. We had a very extensive discussion in 
which Senator Cordon and Senator Smith were particularly anxious 
to pin down just what the equipment for Korea has done to this 
program. 

We tried to point out that the Korean requirement was first priority. 
As the equipment which had been financed with either Army tunds or 
these MDAP funds, came off the line, it went where it was needed 
most. Therefore, a lot of it has gone to Korea that would otherwise 
have come to this program. The result is that equipment has gone 
out there. We got | O U’s and there have not been the deliveries that 
we had planned and forecast and therefore there had not been the 
expenditures that we estimated before this committee last year. 

There are other reasons for the large unexpended balances. Produc- 
tion delays, the fact that $2 billion of this still remains unobligated, 
and so on. 


FURTHER DISCUSSION OF UNOBLIGATED BALANCE 


The third question on which there was inconclusive discussion, and 
we hope to go into it in much greater detail, is the question of the 
unobligated balance. We made a very fierce cut at that, and we are 
prepared to go into it in very great detail. 
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Senator Exxenper. In connection with your obligated balances, and- 


the fact that you had to transfer some of these contracts and delay 
them because of the Korean situation, can you indicate your most 
recent transfers and delays and how much is involved ¢ 

Mr. Hatasy. The most recent ones of which the service has re- 
ported, and I am aware of, relate to F-84 Thunderjet aircraft. Here 
was the situation on that. We had in the approved program which 
had been presented to a Congress and approved in previous years a 
certain number of F-84 aircraft. TI believe the total number 

Senator ELLeNpen. I am not concerned with the number of planes. 
Give me the money involved. I would like to find out from this rec- 
ord when you expect delivery under conditions of this obligated fund 
of $6.7 billion. 

Mr. Hatapy. The answer to that, sir, is that of the $6.7 billion that 
is obligated but unspent, we intend—and the services have assured 
us it is possible—to deliver and to expend $5.2 billion in fiscal 1954. 

Senator Ettenper. More ? 

Mr. Hatary. That is in the coming 1114 months, $5.2 billion of that 
&6.7 billion would be expended. 

Senator Evrenper. When you say expended, that means paid for 
and delivered ? 

Mr. Harasy. Yes, sir. 

Senator Etitenprr. In 11 months? 

Mr. Hatasy. Yes, sir. 

Senator ELtenper. And should we appropriate the amount that you 
are now asking for, plus what you have left over, have you any idea 
when the products from that would be delivered ? 

Mr. Havasy. We are asking you to appropriate and continue avail- 
able $2 billion of unobligated. 

Senator ELienper. I understand. 

Mr. Hauany. And $3.6 billion in new funds. That would be $5.6 
billion wihch would be added to $6.7 billion. 

Senator ELitenper. But now since you can not get delivery of the 
$6.7, you said in the next year, how do you expect to be able to get 
deliveries on these larger expenditures that you anticipate will result 
from the carryover you are asking for and the additional new money 
you want‘ 





TOTAL 1954 EXPENDITURE ESTIMATES 


Mr. Haxapy. The total expenditures for MDAP, military end item 
and training, during fiscal year 1954, are estimated to be $5.2 billion. 
We get those estimates from the services. If you accede to the Presi- 
dent’s appropriation request, there will be available on the day ap- 
proximately $12.3 billion. That is the $6.7 unexpended carryover 
and the $5.6 continued available. So we would spend $5.2 out of the 
$12.3 billion. That is what Senator Ferguson was referring to earlier 
when he said that there would be more at that rate than 2 years’ worth 
of expenditures in the pipeline, and that is absolutely correct. 
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Senator ELLenper. When you came before us in the past for these 
moneys you made the same showi ing you are now making ¢ 

Mr. Hatany. That is right. 

Senator Exsenper. What assurance can you give us that if this 

itire amount is appropriated that you can get these materials of war 
within the next fiscal year or et out orders for them ¢ 


Mr. Haxasy. You looked at me right sharp when you asked that 
question, Senator. 1 have never given you an estimate before person 
ally. I was appointed Deputy Assistant Secretary of Defense on 


\pril 18 of this year, and I have been directly responsible for these 
matters under Mr. Nash and Secretary Wilson since that time. [I ean 
give you this assurance. Although the expenditures were $3.7 billion 
this last fiscal year, that they are coming at an increasing rate. I have 
put this question on behalf of Mr. Wilson to the 3 military depart- 
mei and they have assured me, and they have assured him through 
Mr. Nash and me that they can deliver $5.2 billion in this coming 12 
months, 

I cannot guarantee you that because Secretary Wilson and I and 
others in the Oflice of the Secretar y of Defense sit up here. The serv- 
ice sections are here, and it gets down to an allocation and a procure 
ment in the individual military departments, and we rely on them to 
give us their best estimates. 

Those officers who have made those estimates are here, and we can 
~ ry each one of them about anything you want. 

ator Ferauson. Is it not true that they have been running behind 
on “thee schedule ¢ 

Mr. Hauany. Yes, sir. 

Senator Frereuson, And is it not also true that approximately $2.7 
billion of this $6.7 billion is earmarked to pay for items to be delivered 
to NATO out of stock on hand? Is that not a fact ¢ 

Mr. Hatapy. That $2.7 billion comes out of the total of $15.5 billion 
cumulative availability. 

Senator Frerauson. Very well. 

Mr. Havapy. I think that is a good estimate. 


USE OF EXISTING STOCKS 


Senator Ferauson. That $2.7 billion is to come out of stock. Does 
not that fact prove that you are not going to have the capacity in the 
coming year to furnish all this material out of manufactured goods, 
but what you are going to do is take it out of stocks already in exist 
ence, Which is very expensive, because as you say now, you take these 

tocks, and you immediately put them through the process of renova 
tion or repair. In other words, it is perfectly all right for a unit in 
California to be using a tank, but when you want to send it to Europe, 
to have it used for the same purpose, for training purposes, you take 
it in and it costs thousands of dollars to repair it and make it as new. 
Why should they go to the expense, if this is the common defense, of 
vasting this money on repairs? 

We found in other services from the Appropriations Committee 
that they have had to cut down. It used to be that when they took 
an airplane they just went over every item and replaced practically 
every replaceable part. The same way with automobiles. Is there 
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not some way, when you take this $2.7 billion out of this stock that 
it does not cost millions of dollars to place it in shape to be delivered 
as new / 

Mr. Harasy. General Ridgway has stated that there are a great 
many divisions facing Western Europe. ‘That is the frontier of the 
United States. At that frontier we need the best fighting equipment 
we can get. They are not just training, Senator. They are getting 
ready to fight, if necessary. 

Senator Fercuson. Will you tell me why we do not take the new 
material coming off the line? 

Mr. Harasy. We do. 

Senator Frrcuson. You have not been doing it. 

Mr. Haxapsy. Those countries are supplied out of three sources. 
First, stocks, as you pointed out; second, new material coming off 
the line; third, material that they produce. Some with our dollars 
and some with their funds. 

Senator Fercuson. The $2.7 billion proves to me that you have not 
the capacity in the coming year to give them new material, and there- 
fore you are going to take it out of stock. 

Mr. Haxasy. I do not think that is the right conclusion to draw from 
that, sir. 

Senator Frreuson. Then why are you taking it out of stock? 

Mr. Hanapy. Because the equipment is available in stock and is 
acceptable to meet these European requirements. 

Senator Fercuson. ‘Then why do you need the money ? 

Mr. Harapy. Secondly, it enables our own force to modernize their 
equipment without your having to appropriate additional funds for 
the Army appropriation. 

Senator Frrcuson. Is this stock the same modernized equipment 
that you are going to send to Europe, or is it not? You say it is go- 
ing to enable us to modernize, which indicates that the $2.7 billion is 
not modern equipment. 

EXCESS TANKS 


Mr. Havapy. Is not modern equipment ? 

Senator Fereuson. Yes. 

Mr. Haxany. The M-26 tank is the best example I know of. 

Senator Ferauson. Tanks are running out of our ears at the present 
time. We have just had notice in Michigan to shut down the fac- 
tories on tanks. Why are we talking about tanks when they cannot 
use them? There are many tanks over in Europe that are not being 
used. Then you come back and say, “Well, they are not modern.” 

Mr. Hatasy. I did not know about those tanks in Europe. 

Senator Frercuson. There are. 

Mr. Hatasy. Do you have information about that? 

Senator Frerevson. Yes; I have information that in France—— 

(Discussion off the record.) 

Mr. Hatasy. That are not being used ? 

Senator Ferguson. That is right, and it just is that they are not 
modern. Yet we cannot keep the factories going because they have 
no use for tanks. 

Mr. Hanasy. Let us take an example now. 
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Senator Frerevson. You are talking about tanks. What is the ex- 
planation of shutting down the tank ‘plants around Detroit—just be- 
cause of too many tanks. 

Mr. Harany. The Secretary of Defense would have to give you the 
best explanation. I will give you mine. The mobilization reserve of 
the Army Department has had some tanks in it. The twenty-odd divi- 
sions that the United States has under active duty have some tanks. 
The production lines in the United States are making some tanks. 
The object of this whole combined mutual defense assistance and na- 
tional security program is to keep on the frontline of our own forces 
of Korea, of our ready forces, and of our allies, the best balance of 
equipment. The total requirement apparently at the present time does 
not require the keeping in active shift operation these tank plants. 

Senator Frereuson. That is what I am talking about. 

Mr. Harasy. So we take what we have. We take the assets on hand, 
and we deploy them in the best way we can. It is still the policy of 
the Army Department to take some of these M-26 tanks which have 
been fighting very well in Korea—they were rehabilitated World War 
II tanks, and General Stewart, who was there, will tell you that they 
have been very, very useful—to take those, rehabilitate them, as we 
did for Korea, and give some of those to our allies. At the same time 
we are delivering some M-47 tanks off the lines referred to by you. 
Also, we are buying some centurion tanks under a contract let about 
a year ago, and those are being delivered to the Danes and Dutchmen. 

Senator Ferauson. We are cutting down the tank production in the 
United States, and sending it to England and France. 

Mr. Hatasy. No, sir. We let that contract many months ago, and 
we did it deliberately and for good reasons. _In the first place, we get 
2 of those tanks for the price of 1 M47. The second thing is 
that we have a tank mobilization base in the United Kingdom in case 
of war. The third reason is that after we deliver these tanks to the 
Danes and Dutchmen, they can buy the spare parts from the British, 
and we do not have to continue supplying replacements. 


SPARE PARTS FOR TANKS 


Senator Frrevuson. Do you know how many spare parts you have 
now for tanks in Europe? Have you any idea how many tank parts 
you have at the present time in Europe? 

Mr. Hatany. You are asking me a question that I could not possibly 
answer. 

Senator Frereuson. Will you find out and see whether or not you 
need them all? You have shipped parts over there by the millions of 
dollars worth in advance of the tanks. 

Mr. Haxapy. One of the reasons for these deobligations is, sir, that 
the spare parts have not been requisitioned and readied for shipment. 
That is one of the major categories why we had to deobligate these 
funds. So there is a kernel of truth in what you are saying. 

Senator Ferauson. There is more than a kernel of truth. It is an 
actual fact. 

Mr. Hatasy. I could not confirm it. I am sorry. 

Senator Fercuson. Will you get the facts for the record ? 

Mr. Haxasy. I will do the best I can. 

(The information referred to follows ;) 
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Srare Parts ror TANKS AND CoMBAT VEHICLES, EUROPE 


1. In considering the spare parts program, a clear distinction must be made 
at the outset between the two types supplied ; that is, concurrent spare parts, and 
spare parts for equipment on hand. 

(a) Concurrent spare parts (CSP).—These spare parts are generally pro- 
cured and supplied simultaneously with their associated end items to provide 
initial maintenance stockage. The requirement therefore is related directly to 
end items programed. Quantities unshipped at the end of a fiseal year accum- 
ulate as a requirement for succeeding years, similarly to the end items to which 
related. Values unshipped at the end of each fiscal year are due primarily te 
the fact that end items to which related remain unshipped. 

(b) Spare parts for equipment on hand (SPECH).—This is a recurring annual 
cost based on the amount of equipment on hand and the conditions under which 
it is being used. The requirement is thus related directly to shipments. Funds 
not utilized at the end of a fiscal year are available to meet the requirements for 
succeeding years. The requirements do not accumulate but are based on actual 
need during the year. . 

2. The following data apply to tanks and combat vehicles in their entirety 
since it is not practical to answer the question with respect to tanks alone. 
Values of spare parts for these items programed, requisitioned, and shipped are: 


| i 
| | Spare parts 


| nd items | Concurrent for equip- | Total spare 





| spare parts | menton | parts 
hand 
— — | | 
Programmed _- abbtie dh add S~chgbddee ....-}2, 309, 306, 571 474, 080, 171 167, 708, 431 641, 786, 602 
Requisitioned ___.--- A ‘ a 1, 731, 762, 742 | 161,915,312 137, 408,936 | 290,324, 248 
ass sn céae Vides é sbe60 eal 1, 191, 267, 259 


| 65,616,128 | 57, 191, 492 112, 807, 620 
' | 


8. In programing spare parts, United States experience rates were used to 
determine requirements. Actual demands proved to be less than these rates. 
‘Therefore, in preparing the fiscal year 1954 budget estimates values programed 
in fiscal year 1950-53 for spare parts for equipment on hand which were an- 
ticipated as not requisitioned prior to the end of fiscal year 1953 were considered 
to be available to meet requirements in fiscal year 1954. Thus, new spare part 
values programed in fiscal year 1954 are comparatively small. 


PROPOSED SECTION TO BILL 


Senator Ferguson. What would you say about a section in this bill 
as well as the military bill that during the fiscal year 1954— 


unexpended balances of allocations heretofore made and allocations hereafter 
made to the Department of Defense from any appropriation from military 
assistance may be transferred to such appropriations of the Department of 
Defense as may be determined by the Secretary of Defense, and when so trans- 
ferred shall be merged and consolidated with and be available for the same pur- 
poses and period of time as the appropriations to which transferred. The total 
amount of these allocations shall be accounted for to the Director of Mutual 
Security solely on the basis of the value of the material delivered and services 
performed. Such value is to be determined in accordance with the provisions 
of the Mutual Security Act as amended, provided that nothing herein shall be 
construed to authorize the furnishing of military assistance under the Mutual 
Security Act as amended in excess of the amount appropriated. 


Mr. Hatapy. If that is a proposal of the Senator, we will take it 
and refer it to the appropriate executive-branch authorities and get 
the executive-branch position. 

Senator Frrcuson. Will you take it and show it to the Mutual 
Defense so we can have an early reply from both of them? 

Mr. Hararsy. We will do so. 

Senator Dirksen. Just to round out your summary now—— 

Mr. Hatapsy. I had just one more point. 

Senator Dirksen. Very well. 
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CONFUSION REGARDING TERMS AND FUNCTIONS 


Mr. Hauasy. The fourth point was that there seemed to be some 
confusion about terms and functions. I just wanted to clear it up. 

In the first place, one of the Senators thought that General Stewart 
and I were in the MSA. The fact is that we are in the Department 
of Defense. On behalf of the Secretary of Defense, we are helping 
him to carry out his responsibilities under section 506. The terms 
that seem to get easily mixed up and understandably so are these: 

There is an authorization. As you know, the conference report is 
out now on the authorizing bill. That is the Mutual Security Act. 
It comes before the C or ss each year, and that is the authorizing 
legislation. We have been before three committees of the C ongress, 
and they have heard our testimony, and now there is about to be pre- 
sented the authorizing. 

The second is the appropriation, with which you are immediately 
concerned, and the third term that is extremely important arises out 
of the fact that the appropriations are to the President. The appro- 
priation is not to the Defense Department or the MSA or the State 
Department. The money is appropriated to the President. The 
President has just submitted to you, and it is before the appropriate 
committee, Reorganization Plan No. 7, in which he converts the'mutual 
security organization into a new independent agency called the 
Foreign Operations Administration. That was submitted by the 
President. 

DELEGATED AUTHORITY 


Under that provision, just as under the present organization, the 
President delegates a substantial amount of his authority and control 
over this whole program—the military, the technical point 4, and the 
economic—to the Director for Mutual Security. So that by Execu- 
tive order and reorganization plan is a delegated authority. 

The Director for Mutual Security allocates to us in the Department 
of Defense, the Secretary of Defense, Assistant Secretary Nash, my- 
self as his Deputy, and General Stewart, as the Director of the Office 
of Military Assistance. We suballocate to the military departments— 
the Army, Navy, and Air Force. 

We get the Joint Chiefs of Staff guidance with respect to the pro- 
gram. After we have suballocated the money—and I know this seems 
awfully complicated—the Secretary of the za and the G—4 of the 
Army, and Colonel Corbett on behalf of G—4, and Mr. Cooper on 
behalf of the Army Comptroller, put the money in the hands, by sup- 
ply directives or supply requisitions, of the technical services—Ord- 
nance, Signal, and so on—and they place contracts either in the United 
States or overseas, and they issue supply-requisition directives. 

So, we have gone through the authorization, appropriation, alloca- 
tion, suballocation, and supply directive. 


EXPLANATION OF OBLIGATION 


Now, what happens next is something called an obligation. It is 
about this, the definition of the word “obligation,” that this $2 billion 
unexpended balance hangs on. For 4 years and more with respect to 
cther programs we have been calling an obligation an obligation when 
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a supply directive is issued by the G-4 to the technical services. But 
in April, after an exhaustive and very helpful study in which the 
Department of Defense and the Bureau of the Budget collaborated, 
we got a new definition of obligation, and it says that the obligation 
does not occur when that supply directive is issued. That is not com- 
plete. It occurs when the supply directive is issued, when the supply- 
ing service, which may be an arsenal out in Ohio, says that the item 
is available in stock and can be delivered in 30 to 60 days. 

As a result of that change in rules, sir—and this is a bookkeeping 
deal; this is not a change in the program or a change in the require- 
ment—have caused us to deobligate over a billion of what we thought 
were legitimate and proper obligations. 

The result is that instead of having an unobligated balance which 
we estimated not 90 days ago to be only five or six hundred million 
dollars, we now have this whopping $1,977,000,000 unobligated bal- 
ance. It looks as though there is just a big floating amount in there 
that you can just knock right out. It just is not there. 

As [ tried to point out with those blocks this morning, this program 
is built up of a whole bunch of military requirements. ‘The Europeans 
are meeting some of them; the United States is meeting most of them. 
‘here avas the first fiscal year, fiscal 1950; then the second year, fiscal 
1951. This is the third year, fiscal 1952, and now we are asking you 
for some additional requirements that have never been programed 
before. 

General Stewart is going to go through that by item, country, and 
by service. After we get through with that, you may say that because 
there is $6.7 billion unexpended and $2 billion unobligated, that we 
are financed far enough ahead and you may cut some funds off. But 
when you cut it, if you cut it, you will be taking the responsibility for 
for programing less of these requirements. ‘lherefore, you will be 
taking the responsibility, not the President, for stretching it out 
further. 

That is really the guts of this thing. I think what you want is all 
the facts so you can make up your minds as you will. 


OBLIGATION WITH RESPECT TO NEW PROCUREMENT 


Senator Dirksen. How do you interpret the word “obligation” in 
the case of new procurement ¢ 

Mr. Haxasy. In new procurement it is simple. That is when we 
get a contract negotiated and a contract signed. I think the Comp- 
troller General can give you a very technical definition, but to a 
layman it is when the contract is negotiated and signed by the con- 
tractor and the United States procurement office. 

Now, we are operating in kurope, Japan, and Formosa, and we are 
buying items in order to get their production going. The total, with 
the proposed fiscal year 1954 program, will be almost up to $4 billion 
in Kurope. We want that to go up so that out of their own production 
with their own funds they can buy these additional 6- and 7-year 
requirements, and this appropriation request can be reduced. 

Senator Frreuson. What evidence do you see now of improvement 
in your bookkeeping setup under the new reorganization plan that 
sets up the Foreign Operations Administration ? 
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Mr. Hauasy. We have done these things in the last 3 months. I do 
not take personal credit for this. I have had a share in it. 
First, by decision of the National Security Council and the Presi- 
dent, the appropriation request has dropped from in excess of $5.8 
billion to $4 billion. That is the first cutback. 


SAVINGS ACHIEVED 


Second, we have achieved out of these unexpended funds—and I 
do take some credit for this—$426 million worth of savings. To- 
gether with General Stewart and these officers here, we have gone 
through those programs and we have tried to knock out of them all 
those requirements that can be deterred and all those requirements 
that are not firm. That is the second thing. 

The third thing is that we have taken the se new bookkeeping rules 
and put them into effect. These officers will tell you that the rules 
are substantially in effect, that the dual obligations found have been 
cleaned out. 

Finally, we are taking action to reduce the administrative lead time 
of going from authoriz: ation, appropriation, allocation, suballocation, 
and procurement and trying to cut that back. 

Senator Smrri. May I assume from what you are saying that there 
is no reason why we then should compare this year if you are under 
a new referee and new plans and new programing ? 


NEW ACCOUNTING METHOD EFFECT ON UNOBLIGATED BALANCE 


Mr. Hauasy. I think the committee has every right to compare and 
to draw its own conclusions. The point I am trying to make is that 
this huge unobligated balance is largely explainable by the change 
in the bookkeeping. If 1 could only get across the point that these 
requirements have not changed a bit, and the things we have come to 
you for 4 years now and justified, are these things. They have not 
changed. But the bookkeping has changed. The bookkeepers are 
a lot happier now than they were 90 days ago, because they believe 
the books reflect more accurately the status of these funds. The book- 
keepers being happy is not going to deter the Russians. It is the fact 
of the requirements, the equipment, the structure peing there that is 
going to keep us out of war, if it does. 

So I think it is wonderful for the bookkeepers to be happy. I 
think it is terribly important that we do everything we can to give 
the Congress and the people an accurate picture. But please do not 
consider this a change is substance. It is a change in form. 

Senator Dirksen. Now, with respect to your summary, I suppose 
you filled in this morning generally the degree to which the divisions 
on the NATO line are equipped and the roadblocks that have stood i in 
the way? 

Mr. Harasy. We are going right into that with your permission 
here in a moment by country. General Stewart first wants to tell you 
how we built up this program this way, how it is nowhere near the 
total requirements. It is a screening down. He will go right into 
that now. From there he will go by. country, and he will show you 
what the forces are in being, what are coming into being, how much 
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has been shipped, how much is financed unshipped, and how much 
more we want to add to the program in the fifth year. 

Senator Dirksen. General Stewart, we will be glad to start with 
title 1 as set out in the conference report, Military Assistance. 

Senator Sauronstatt. May I ask one question, Mr. Chairman. 
That chart there [indicating] shows that you will have everything but 
2 percent completed by June 1956, but you have that leeway on mili- 
tary items until 1957. Are you going to get into 1956 all but 2 percent 
of all the money that you are asking for this year in that $2 billion 
that is left over? 

Mr. Hanasy. The Air Force is shown 1950 through 1958—the pro- 
grams already approved in previous years—which will be 100 percent 
delivered by June 1956. 

Senator Savronsvaty. The language down below would indicate, 
as I thought I read it, as about 2 percent. 

Mr. Hanany. Yes, sir. This is the aircraft program here. 

Senator Sauronsra.. So that your whole military program with 
the money appropriated this year and $2 billion we have been discuss- 
ing on the bookkeeping end of it that is available will be completed 
with the exception of 2 percent by the end of June 1956? 

Mr. Haxasy. No, sir; that is not correct. This shows that 23 per- 
cent of the aircraft will be delivered during fiscal year 1957. 

Senator Savronsrauu. Is that 23 percent or 2.3? 

Mr, Haxasy. It is 23 percent. It is largely the aircraft we bought 
offshore, and the ones we will buy out of the new program which has 
been authorized by the Congress. 

Senator Sauronstaut. If all the money is given to you, everything 
but 23 percent of the aircraft will be delivered by the end of June 
1956. 

Mr. Hauapy. That is my understanding. 

Senator SauronsratL. Thank you, Mr. Chairman. 

Senator Dirksen. General Stewart, will you tell us how you would 
like to proceed on this ¢ 


YEARLY PROGRAM DEVELOPMENT 


General Srewarr. Mr. Chairman, I would like to take a very few 
minutes to tell you how we develop a yearly program because so many 
of our questions come back to that. I am certain some of the members 
have heard this, but I would like to take a few minutes to explain that. 
I think it saves time later on. 

Each year, just as we are doing now, we develop a program of 
end items. That is military pieces of equipment that we will attempt 
to procure and deliver to the countries who under the law are en- 
titled to get that type of equipment. 

To start with, you must decide what you are going to give each of 
these people. That is, you might say, what we call requirements. To 
illustrate how we develop a program for the Army, Navy or the Air 
Force each year, I would like to take a theoretical army unit from 
one country and tell you very briefly our process, 
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BELGIAN CASE CITED 


Let us take one infantry division, and let us say it is Belgium. 
Belgium has in the process of the North Atlantic Treaty Organization 
an annual review, which we have every year, when the Council and 
the ministers of the several countries meet and approve certain rec- 
ommendations. Belgium has agreed for the following year to in- 
crease her forces by one division. We have agreed or plied that to 
the extent we are capable and have the resources we will assist Bel- 
gium in equipping that division. The thing to determine now is what 
we will assist here. 

For any military unit there is a table of organization, which says 
how many trucks, how many guns, how many sets of radios, and so 
forth, a given unit will have. Belgium will have one of those for her 
division. Her army men sit down with the Army people we have 
on our military-assistance advisory group in Belgium and they list 
all the equipment required to equip this new division. Belgium then 
makes available to our representatives all the resources that the Bel- 
gian Army has in its stock and all the resources that are coming from 
Belgium’s production based on what their own parliaments have ap- 
propriated, and what has been contracted for by the Belgians them- 
selves that may be applied against the 1 requirements of this division. 

From the total requirements are subtracted those things that Bel- 
gium can and will supply. That leaves a gross deficiency list. We 
do not furnish all the equipment that the Belgians cannot furnish. We 
have our own rules as to what we will furnish. This year and last 
year in the case of the European countries, we tried to hold it to 134 
items. We are trying to reduce that to 31 items at the present time. 
But at any rate, we start with this gross deficiency list after we have 
gone through the stages I have described. 

Senator Frreuson. You say that is 134,000? 

General Srewart. I get it mixed up. 

Colonel Corserr. The list was originally 134 items. 

General Stewart. And we are trying to reduce it to 31. 

Senator Frereuson. What is the cost of that? 


COST VARIATION BETWEEN COUNTRIES 


General Stewart. That varies between countries. It varies because 
some countries can provide more for themselves. That varies because 
various countries have varying types of tables of organization. In 
other words, one country will have more artillery in a division than 
another country. 

Senator Frercuson. What is the average ? 

General Stewart. Of our share? I do not have that in these im- 
mediate papers. We have a study on it, Senator Ferguson, which I 
shall be delighted to bring down and give you the figures. I do not 
have that exact information because in every country it is different, 
and from year to year it will vary some because one year a country 
may provide more for itself and we provide less. 

Senator Frreuson. Then how do you know how much money you 
want ¢ 
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General Stewart. I will show you. When we get through with 
what I agreed to give the other man, then I price it out. I know what 
it costs me. I finally refine this program down. 

Senator Frreuson. Yes; but you do not know in advance because 
you tell us now you have to figure out how much you are going to 
give them. 

General Srewarr. I am up here presenting to you the result of this 
process which we have been going through for the last 12 months. 

Senator Frrcuson. What is it in Belgium? 

General Stewart. What is the cost? 

Senator Frreuson. Yes, 

Senator Dirksen. First of all, to finish that one line of squares 
there, MAAG and the country sits down and you come up with the 
top square in dollars and goods. 

General Stewart. It is in goods, sir. 

Senator Dirksen. Then you find out what the indigenous produc- 
tion and the availability is, and that shows what they probably need 
from us if we are willing to give it to them. 

General Stewart. That is right. 

Senator Dixsen. The third square is where you have screened out 
and probably you have taken out some of the 134 items and that is 
what you are going to give them. 


SCREENING PROCESS 


General Srewarr. We go through a very elaborate screening proc- 
ess. We screen it out at the MAAG level. In the case of the Euro- 
pean countries, we screen it at General Handy’s headquarters. There 
is a terrific amount of information at this level as to what the country 
could be really able to do as compared to a little more than MAAG 
knows. It comes to the service. In this case we are describing an 
army unit. 

In the Department_of the Army it is again screened and in all of 
these screens we apply the criteria set up by the Joint Chiefs of Staff, 
and approved by the Secretary of Defense as to what we will not 
provide. We will not provide clothing, medical supplies, foods, a lot 
of things. In fact, what we do supply is a very sal eam in numbers 
of items. This screening process continues. It gets up to my office 
and at that place it is exposed not only to my staff, but to another staff 
and to certain representatives of the State Department. 

Finally we present formally to Mr. Stassen, who presents to the 
President our proposal of the items we shall provide for this particu- 
lar unit in Belgium, priced out. It is then in the Bureau of the Budget 
integrated into the total budget for the year, and we are usually told 
that we have asked for more than will be allowed. We get it back 
and refine it down, and finally we come up before you as we are now 
with what we have been told we can ask for within our total recom- 
mendations. 

It is only after the Congress has acted, and we know how much the 
funds are that we can use for this purpose, that we can finally refine 
that particular Belgian program. We have to bring it down to what- 
ever funds we get and it has to be kept in balance. We cannot just 
cut off an antiaircraft gun and leave the fire-control instruments in 
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there. We cannot cut the fire-control instruments and vice versa. So 
we have to go back and rework it. It is only then that we can go out 
and try to buy it. 

We at the present moment are at this step right here where we are 
presenting to you the program that has gone through all of these 
stages, and has been priced out. I will show you when we get to the 
country, which I hope to do in just a few minutes, the forces we are 
attempting to equip in each country, how much we have sent them be- 
fore and what we are asking for costs. 

Senator Dirksen. So what you say of Belgium is one division mul- 
tiplied by X number of divisions that would be the aggregate. 

General Stewart. That is right. 

Senator Dirksen. And in different countries it varies somewhat. - 

General Srewarr. Yes, sir; and we have the Navy and Air Force 
programs. 

DETERMINATION OF CONTRIBUTION 


Senator Exitenper. General, who determines the amount that must 
be contributed by the country? How is that done? 

General Srewarr. It is arrived at in this way, sir. Each year they 
have what is known as the annual review of the NATO organization, 
which is the North Atlantic Treaty Organization. Each country sub- 
mits answers to a very voluminous questionnaire as to what they can 
and cannot do and what they propose to do in the military effort for 
the next year. We try to get them to do it for 3 years in advance. 
That information is submitted to the international staff of the NATO 
organization, where each country sees what the other country proposes 
to do. 

That is the biggest level that we have or that anyone has to insure 
that the country is making an honest effort to do what it can. Eco- 
nomic information is submitted in this questionnaire, It is evaluated 
by the staff, and then they have a final meeting in which NATO rec- 
ommends what each country can do, and the countries we hope will 
accept it. In most cases they do. Occasionally they will not accept 
some element. 

That is finally approved by the Secretary. in our case the Secretary 
of State who represents the United States. We submit the same answer 
as anyone else. 

Senator Dirksen. Suppose we get to a country here and we can see 
how it works out. 

General Srewarr. Very well, sir. 

This is what we have done with the money you gave us in broad 
terms. In other words, how much money out of the 1950-53 program 
has gone in for aircraft. Here it is. How much has gone for ammu- 
nition in the Army. Here it is. How much has gone “for vessels, and 
so forth. 

I wanted to compare what we propose to do with the funds we are 
asking. 

AMMUNITION DELIVERIES 


Senator Frerauson. How much ammunition is involved ? 
General Stewart. In this? 

Senator Frerauson. Yes. 

General Stewart. Off the record. 

(Discussion off the record.) 
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Senator Smirn. Do you mean by that it is only on paper? 

General Stewart. It is or is in the process of being manufactured. 
It is not all in the hands of troops. 

Senator Smiru. How long before it will be in the hands of troops 
for use ? 

General Srewarr. We are now getting vastly increased deliveries 
of ammunition. I have no exact figures immediately at hand, but 
our deliveries of ammunition in the last 3 or 4 months have increased, 
and we think that they are going to continue to increase for 2 reasons; 
1, we are beginning to get deliveries from the ammunition we con- 
tracted for in Europe, the offshore procurement program. Due to the 
situation in Korea, and the improvement in production, we are now 
beginning to get. a lot of ammunition we ordered but were not getting 
before because it was all going to Korea. 

Senator Smrru. Mr. Chairman, I will not press the point at the 
moment, but it seems to me that we never get a specific answer to the 
status of our ammunition program. I will wait for the ammunitions 
questions to come along before I proceed with my questioning. 

General Stewart. I think I can show you that on a chart. 

Senator Smirn. It is always better, but we have no way of deter- 
mining whether that better is 1 percent better than when we had none, 
or it is 100 percent better than we expected it to be. 

General Srewarr. I will get you some specific information on that. 

Mr. Hatarny. Could we not answer it right now, General? There 
was a total of just under $3 billion worth of ammunition in the first 4 
years of the program, and how much of that has been actually shipped 
and received is what you want. We will get that in just a moment. 


OFFSHORE PROGRAM 


Senator Smirx. I would like also the amount in percentages, per- 
haps, in the offshore program. 

Gene ral Srewart. We have that information. 

Senator Sattonstatz, That last chart showed for 1954 $3,270 mil- 
lion. As I understand it, this is to be the last year of the program, and 
in that program, why should it not cover $7,300 million. That only 
shows $3.200 million. 

General Stewart. This is material only. This chart shows what 
we are spending the money for items. We have a training program. 
We have the administrative charges. We have shipping, handling, 
packing, and crating charges that would have to be put in to make 
this come out. 

Senator SatronsTa. It is going to be almost $4 billion for those 
items. I am being curious and not critical. I am wondering if your 
figures gee. I would like to make them gee. Mr. Halaby said this 
morning that in 1954 you were going to put out all of this year’s 
program which would be $5.3 billion plus the $2 billion more which 
is unallocated, which is $7.3 billion, and deliver it before June 1957. 
You show in your chart this afternoon that 23 percent of that was 
going to come in fiscal 1957. That is airplanes. The rest is going to 
be completed in 1956. But this only eae $3,207 million, if my 
figures are correct. 

yeneral Srewart. I would like to make one more try, sir. 

Senator Satronstatu. Go ahead. 
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APPROPRIATION FOR MILITARY EQUIPMENT 


General Srewarr. We are asking for a certain amount of money 
to be appropriated in fiscal 1954 to buy military equipment. The 
total of that should be the total of these for material. That is 1954 
funds only. This is how we proposed to spend it. This has nothing 
to do with deliveries. 

Senator Sanronstatn. I understand that. You are asking for 
$5.3 billion. You are asking $5,318 million, and the conference re- 
port allowed $5.1 billion, plus the $100 million in counterpart funds, 
which would be $5.2 billion. Add your $2 billion, that is $7.2 billion 
before appropr So tl Where does it show? 

Mr. Hatapy. Sir, you were using the total mutual security program 
figures there. Of the total of $5.1 billion allowed in conference, the 
defense military end item and training is $3.6 billion. The remain- 
ing billion and a half is for nor military. 

Senator Sarronstaty. How much of the $2 billion that is carried 
over will go into military? It is all military, is it not? 

Mr. Hauapy. Yes, sir. 

Senator Sauronstaty. So that would be $5.6 billion. 

Mr. Harapy. That is what the total amount of appropriations that 
we are asking you now to make would be. 

Senator Sauronsratn. Then you have to account for in training 
and personnel, et cetera, for $2. 4 billion, is that right? 

Mr. Harary. No, sir. Of the $5.6 billion, $2 billion would be car- 
ried over continued available and $3.6 billion would be new money. 
The $2 billion is broken down by categories just like these. In other 
words, a large portion of it is spare parts and tank and combat ve- 
hicles. Here there is $2.6 billion in the total program. Quite a bit 
of that comprises the $2 billion unobligated carryover. 

Senator Sarronstautu. Here is the 1954 program over here [indi- 
eating]. 

Mr. Harany. That is the portion of the new program. 

Senator Savronstaty. That adds up to $3.2 billion. So the $2 
billion is over in the old program. 

Mr. Harapy. Yes, sir, the $3.2 billion is just for the end items. So 
you get from $3.2 to $5.6 billion by crating, parking, handling, train- 
ing, and transportation and en 

Senator Savronstat.. They have the $2 billion mixed up in the 
4 vears. 

Mr. Hatany. We are prepared to give you a list of those items in the 
$2 billion unobligated, sir, and vou can decide for yourself whether 
there was a legitimate requirement as we think there is. 

Senator Sauronstatn. You have that $2 billion mixed up in the 4 
years so we cannot tell about it. It seems to me you should be able 
to tell us what that $2 billion is. 

Mr. Hatapy. We can. 

Senator Dmxsen. Why not submit that with a reasonable break- 
down to members of the committee as a confidential statement. 

Mr. Hauasy. Yes, sir. We worked all weekend to be able to do that. 

Senator Dirksen. Now, General Stewart, we will go back to indi- 
vidual countries. 
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BELGIUM 


General Srewarr. Yes, sir. I would like to call the attention of the 
committee to this document, and ask that they look at section I1, pages 
6 and 7, which deals with Belgium. We are asking for no funds for 
Austria, which is the sheet ahead of that. So with your permission I 
will start with Belgium. Mr. Chairman, I will have to ask that all 
information relating to this chart be off the record, which I am sure 
you will appreciate as soon as you see it, is extremely sensitive and 
highly classified. 

(Discussion off the record.) 

Senator ELLenver. I wonder if we could have in the record how 
much money is spent by Belgium to pay for past wars, such as 
pensions. 

Mr. Hatasy. In the North Atlantic Treaty Organization they have 
a definition of defense expenditures. They decided what can be 
legitimately included and ovtiak cannot be. Mr. Hulley, of the MSA, 
is an expert on that. He can tell you whether the veterans’ pensions 
and so on are in or out. 


Mr. Huuzey. They are in. 

Mr. Hatasy. What is not in? 

Mr. Hutter. It is on a comparable basis with the United States. 
We have agreed on a set of definitions, but I believe veterans’ pensions 
are out but officers’ pensions are in. 


OFFICERS’ PENSIONS 


Mr. Hatasy. The officers’ pensions are included in the Belgian 
defense expenditures, but the enlisted men’s pensions are not? 
Senator Frrevson. How much is it for officers’ pensions in 
Belgium ? 
Mr. Hatazsy. We have those figures, sir, but not here. 
Senator Fercuson. Would you furnish those ? 
Mr. Hauasy. Yes, on a classified basis. 
Senator D rKsEn. Are you going through this country by country, 
including the Orient ? 
General Stewart. As you desire. 
Senator Dirksen. By way of variety, why not turn to Indochina? 
General Srewarrt. All right, sir. I would like to call your atten- 
tion to one other chart on this big sheet here because all are not the 
same. 
Senator Maenuson. Let us use Belgium, for example. You say 
45 percent of their expenditures is for all military purposes in Bel- 
ium, payment of personnel and al! the things mentioned by Senator 
Gacaweok? 
Mr. FrrzGrratp. Of their budget, it is about 25 percent. 
Senator Magnuson. Our contribution to NATO adds up to approx- 
imately one-third of all the establishment cost, is that not correct? 
Mr. FrrzGrraup. May I be sure I have your question correctly ¢ 
Senator Macnuson. In other words, the total expenditure of all 
these countries in Europe there under defense purposes, you say, ran 
around $14 billion. That includes personnel payment, back payments 
for other wars, in other words, their defense establishment. 
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Mr. FrrzGerarp. It would not include back payments for other 
wars. It would include personnel. 


PERSON NEL 


Senator Frreuson. Pensions ? 

Mr. FrrzGrraxp. Officers pensions, yes. It would include personnel, 
including officers’ pensions. It w ould include current operating sup- 
plies, major materiel, construction, and food. 

Senator ELLtenper. How about interest on their debts; it is not in 
there ¢ 

Mr. FrrzGerap. No. 

Senator Macenuson. Of the $14 billion which is going to be ex- 
pended by them, we are putting in about $4 billion. 

Mr. Frrz(Gerrarp. In addition. 

Senator Magnuson. So therefore we are putting in approximately 
one-third. That is the only thing I wanted in. 

Senator Dirksen. Why could ; you not supply each member of the 
committee on a restricted basis, if necesasry, a brief statement showing 
the items that are or may be included by NATO countries in estimat- 
ing their defense expenditures? It should be in sufficient detail, I 
think, so that there could be no doubt as to what is included. 

Mr. FrrzGrratp. We shall be glad to do that. 

Senator Dirksen. For instance e, if an item like Navy and Army 
pensions are included, there should be a note to show how far back they 
may run and which of their Army and Navy personnel would be 
eligible under that expenditure. 

Mr. FrrzGeratp. We shall be glad to submit that. 

(The information referred to follows:) 


SumMaArRY NATO DEFINITION OF DEFENSE EXPENDITURES 


Defense expenditures are defined to include those expenditures of the Ministry 
of Defense and other ministries which can be identified specifically as meeting 
the needs of the Armed Forces. In general this includes: 

Military personnel costs.—Pay, allowances, subsistence, clothing, transporta- 
tion, etc., for military personnel. 

2. Major procurement and production costs—Costs of acquisition of major 
equipment items and concurrent spare parts, and Government expenditures for 
defense industrial facilities, 

3. Military construction costs.—Cost of building national military installations 
(within the country or elsewhere) and net expenditures for NATO common 
infrastructure. 

4. Operating costs.—Costs of operation and maintenance (fuel, maintenance 
of equipment, noncurrent spare parts, etc.), other operating costs, and retire- 
ment pensions of career military personnel. 

5. Other defense expenditures.—Retirement by civilian personnel of military 
departments and unallocated items. 

Specific items included: Security forces insofar as trained in military tactics 
and equipped as military force, Colonial forces, military element of expenditures 
for mixed civilian-military purposes, and stockpiling of war reserves by Armed 
Forces. 

Specifie items excluded: Payments and services to war veterans, war damage, 
and civilian defense. 

For a more detailed description of the items included under the NATO definition 
of defense expenditures, see the following paragraphs. 


Senator Ferevson. Do you have an agreement on what percentage 
we will furnish? Do we make a separate deal with each country ¢ 

General Stewart. We have no agreement on any percentage. We 
go on a deficiency basis. 
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Senator Frrcuson. You will admit that Belgium is probably the 
best-off country in NATO? 

General Srewarr. Yes, sir. 

Senator Frreuson. This percentage applies to Belgium? 

General Srewarr. Yes, sir. 

Senator Ferguson. How do you account for that if it is the highest 
percentage? Is it because Belgium held back and did not want to 
come into this thing? 


AMMUNITION 


Mr. Ha.asy. On ammunition you will notice on page 27 there is 
very little ammunition for Belgium because Belgium produces ammu- 
nition and can pay for it with her own funds. So the program is a 
very small one. 

Senator Magnuson. That is part of her military budget ? 

Mr. Hauapy. Yes, sir; as it should be. 

Senator Magnuson. It still adds up to one-third. 

Senator Frrcuson. All the country has to do is not give and we 
make it up in order to have a defense ? 

Mr. Harasy. In some countries it looks like that, Senator. 

Senator Evtenper. Here is one that is able to do it and they are not 
doing it. They are as well off if not better off than we are. They are 
the most prosperous people in Europe. 

Senator Frreuson. Has there been any tax reduction in Belgium? 

Mr. FrrzGerap. No, sir. 

Senator Fereuson. Will you find out and give us the facts? 

Mr. FrirzGerap. Yes. 

There as been no tax reduction in Belgium. 

Mr. Haxasy. According to your chart, Dr. FitzGerald, it is 29 
percent of GNP, the Belgians pay more taxes than we do. 

Senator Maenuson. This committee has to sit down and write out 
a check and when you write out that check you have to put those 
figures down. It is not what they look like. It is what they are. 
That is our problem. 

(Discussion off the record.) 

Mr. Haxasy. They have to write a check of some 10 billion next 
year and they have to keep on going and ours drops off. 

Senator Maenvuson. Ours drops off for this program but it does 
not drop off for our own. 

Mr. Hatapy. Our own defense expenditures will be declining as 
the buildup ends. 

Senator Frrcuson. No, it was planned to increase it. 

Mr. Hauasy. As the buildup is reached, there will be tapering 
off. 

Senator Fereuson. What about the amortization of this obsoles- 
cence? Do we agree that we are going to — these five divisions 
right up fully equipped with modern equipment ‘ 

Mr. Hauasy. The plan is through two means for them to under- 
take more and more of that charge. 

Senator Frrcuson. But you are showing now that they will not do 
it. You say you are negotiating. 
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INCREASE IN BELGIUM GROSS NATIONAL PRODUCT 


Mr. Ha apy. I believe that conclusion is premature, Senator. In 
the first place, the Belgium gross national product is increasing and 
therefore the same taxes are going to yield more revenues and they : are 
able to carry a heavier effort. In the second place, through this off- 
shore procurement program we are getting some production going 
there of United States type ammunition and other stuff and they can 
buy that there. 

Senator Frerauson. Yes; but on all the American equipment you 
do not think they are coming over here and paying for parts for trucks 
and equipping new trucks, “parts for guns, parts. for tanks? You do 
not think that, do you? They are not going to pay dollars for a fac- 
tory in which to make these parts in the “future. 

Mr. Harany. The question would arise if you cut off all military aid 
to Belgium, what they would do, and at that time they would have to 
make through their congress and through their cabinet a decision 
whether they would use some of their dollar resources to keep their 
army for self-defense up to snufl. 

Senator Frerauson. If they do not, we have to keep it up? 

Mr. Havapy. That will be a decision for our Government. 


INDOCHINA 


Senator Dirksen. Let us pick out Indochina. We have no NATO 
complications. 

Mr. FirzGrratp. Might I make a comment on the comment Senator 
Ellender made? 

Belgium is a country that is relatively well off by European stand- 
ards. It is, however, not as well off I do not think by any standard, 
as the United States. The gross national product per capita in the 
United States is about $2,200 or a little better. The gross national 
product in Belgium is about $800. Not much more than a third of 
what it is in the United States. 

(Discussion off the record.) 

Senator E:itenper. On this gross national product, are you taking 
into consideration the immense resources that are being sold to us 
by Belgium in the Belgian Congo? 

Mr. FrrzGerarp. Yes, sir. 

Senator E.renver. Taking that into consideration ? 

Mr. FrrzGrratp. This is the gross national product. 

Senator Ettenper. Of all the territories? 

Mr. FrrzGrraip. This does not include the territories except to 
the extent that profits come into metropolitan Belgium from the 
Congo then. 

Senator Drrxsen. Then, General Stewart, how much of this shall 
we have on the record ? 

General Stewart. I request that none of the figures on this chart 
that I mention or the chart itself get in the record. 

Senator Dirksen. So the first part of your discussion will be off 
the record ? 

General Stewart. Yes, sir. We ask the usual opportunity to edit 
the record for any of these figures that we have to take out. 

Senator Dirksen. Without “ objection, that will be done. 
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General Stewart. I ask the committee to turn to section II-266 
and [1-267 in the big book and to chart No. 19 in the little set of 
charts I passed out, sir. 

This aa is exactly the same form as the one I explained before 
with one exception. ‘This is not a NATO country and the basis for 
the forces that we assist in supporting is that force recommended by 
the Joint Chiefs of Staff and approved by the Secretary of Defense. 
That takes the plan of the Rael review. 

(Discussion off the record.) 

Mr. FrrzGeracp. The $400 million worth of defense financing, sir, 
recommended as an item for consideration of the Congress, would be 
used to pay for military equipment and supplies produced substan- 
tially in France and shipped by the French to both their forces and the 
Indochinese native forces in Indochina. 

Senator Ferauson. How much will they send on their own under 
that item ? 

INDOCHINA CONTRIBUTION 


Mr. FirzGeriip. They will send $850 million worth of supplies 
and services. The Indochinese Associated States are estimated to con- 
tribute another $155 million worth. 

Senator Fercuson. Yes, but ot similar items to (b). How much do 
they send from France ¢ 

Mr. FirzGeratp, May I refer you to page ILI-95, Mr. Ferguson, 
which shows the breakdown of the $1,400,0.0,009 worth 

Senator Ferguson. Just tell us how much it is, of items still similar 
to (6). We buy $400 million in their country. 

Mr. FirvzGeravp. There are about $600 million worth of items simi- 
lar to (a) in the total Indochina budget. 

Senator Frreuson. Do we pay this $400 million ? 

Mr. FirzGrraup. If we pay $400 million, that would leave about 
$200 million for the French to buy similar goods and services. 

Senator Frercuson. In other words, we furnish two-thirds and they 
furnish one-third to fight the war that is in Indochina as far as those 
items are concerned ¢ 

Mr. FrrzGerrap. Yes. 

Senator Frxeuson. Do we pay them extra to ship that material? 
Do we ship that material out of the $400 million? Do we pay for the 
transportation out of the $400 million ¢ 

Mr. FrrzGrratp. No; we are not planning to. 

Senator Fercuson. Who does that? 

Mr. FrrzGrraup. The French pay that. That will be part of their 
contribution, 

Mr. Hauapy. It is all laid out in a very fair and objective way on 
111-94, 95, just designed for this very question, sir. I think it would 
be helpful to the committee to look at what they are putting in and 
for what and how much. 

(Discussion off the record, ) 





FRENCH EXPENDITURES 


Senator Eutenper. Now, you said awhile ago that the French have 
been spending at the rate of $1,200,000,000 a year. Will they continue 
to spend that much money 4 
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Mr. FrrzGeravp. It is contemplated that in 1954 the French direct 
assistance will be $850 million, Associated States, $155 million, or a 
total of just over a billion dollars from those two sources for this joint 
effort. 

Senator Evtenper. And the United States—— 

(Discussion off the record.) 

Mr. FrrzGeravp. That is correct. 

Senator ELuenper. In other words, we would be furnishing to fight 
the war in Indochina more than France is furnishing. 

Mr. I\tzGerawp. Slightly less, sir. 

Senator Ertenper. How do you make that out ? 

Mr. FirzGeravp. It depends on whether you include Indochina or 
not. If you exclude Indochina, your statement is correct. 

Senator Exvtenper. I am saying France itself, the Republic of 
France. 

Mr. FirzGrraup. That is correct. 

Senator EL_Lenper. So, we are going to contribute toward the 
fighting in Indochina more money than France will? 

(Discussion off the record.) 

Senator DworsnaK. If it is proposed to earmark so much money 
for Indochina during fiscal 1954 can you give us the comparable figure 
for that program during the past year? 

General Stewarr. Fiscal year 1953 ¢ 

Senator Dworsnmak. Yes, sir. 

General Stewart. Yes, sir; I can. On the left page you have the 
accumulative since the beginning of the program, and I have here, 
which I will give you immediately, what it is for last fiscal year 

(Discussion off the record.) 

Senator Dworsuak. I said comparable. Now, if the first figure was 
military and economic, comparable would be economic and military, 
too? 

General Srrwart. That is correct. 

Senator Dworsuax. Why did you give me the military ? 

General Srewarr. Because I work all the time with the military 
figures. Asa matter of habit, sir. 

“Senator Dirksen. What was that milits ary figure that you just gave 
Senator Dworshak for fiscal 1953? I have the figure here for the 
economic-aid program, I think, for fisca] 1953, 

General Srewart. Off the record. 

( Discussion off the record.) 


SPECIAL MILITARY SUPPORT PROGRAM 


Mr. Hatany. I am sorry, I do not wish to complicate this further, 
but there is a special military support program that the MSA wit- 
nesses should tell you about to give you the full story on this. If we 
had a few minutes to give you the combined figure, there are three 
agencies involved getting that figure. Iam sure Senator Dirksen did 
not realize that General Stewart had just the military, Dr. FitzGerald 
is the MSA, and the controller of DMS is sitting here, if we could get 
together it would take us 3 or 4 minutes to pull that one in. We will 
give it to you in a few minutes, 
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Senator Maenuson. If you evaluated the money we have spent in 
Indochina on economic aid, particularly health, it has done more to 
support that military effort than any dollar we have spent. 


1953 ECONOMIC AID PROGRAM 


Senator Dirksen. Dr. FitzGerald, the economic-aid program for 
1953 was $24 million ? 

Mr. FrrzGeraw. That is correct. 

(Discussion off the record.) 

Senator Dirksen. So that makes the total (discussion off the record) 
- for those two programs / 

Mr. FrrzGrravp. That is correct. 

Senator Dirksen. That is outside of the miltiary program ¢ 

Mr. FrrzGeravp. That is correct. 

Senator Dirksen. Is there anything to be added besides the military 
program ¢ 

Mr. FrrzGeraip. Yes, sir. ‘There was furnished to France last year 
$217.5 million of special military support of which $48.5 million was 
accredited to the Indochina war. In addition a part of the regular 
defense support assistance was in support of the French effort in 
Indochina. There was another $60 million of defense support granted 
in April as agreed by the United States and French Governments dur- 
ing the NATO meeting in Paris. I am sorry the figures seem so dif- 
ficult but the program has shifted a little from its presentation and 
its organization last year and it is one we just did not have to put down 
in exactly comparable figures because we had to recombine our esti- 
mate in a slightly different manner. 

Senator Dirksen. That $214 million would be comparable to the 
$400 million that appears in the sheets / 

Mr. FrrzGeraup. The comparable figure is the $60 million plus the 
$48.5 million of special military support, plus an estimated $150 mil- 
lion of regular defense support to France used in support of the Indo- 
china War. The total therefore, is $258.5 million. 

Senator Magnuson. Which you called defense financing ? 

Mr. FrrzGerarp. That is correct. 

Senator Dirksen. You had roughly $531 million programed for 
fiseal 1953. 

Mr. FrrzGeravp. $585 million of military support was programed 
for France not counting a special Moody allotment of $30 million but 
including $217.5 million of special military support financed from 
end-item funds. 

Senator Macnuson. I have to go too. We are both interested in 
Formosa and the Japanese. Could we not go into Formosa ? 


FORMOSA 


Senator Dirksen. All right, we will suspend with that chart and we 
will take up Formosa. 

Mr. Harasy. You know that General Chase is coming back at the 
request of the committee. He will of course go into this in more 
detail. 

General Srewart. Section 2, page 63, and page 64. It is chart 18 
in the little charts that I passed out to you, sir. 


cate theS sede 


csi te 


aes. 


sey oS 











MUTUAL SECURITY APPROPRIATIONS, 1954 273 


I have given the sheet numbers on which the usual data are found. 

(Discussion off the record.) 

Senator Dirksen. The committee will resume at 10:30 tomorrow 
morning, Mr. Halaby, if you and General Stewart and Dr. FitzGerald 
and your associates will come. At 3 o'clock we will have Admiral 
Radford. All of these will be executive sessions and they will be in 
this room, 

I think now we had better recess. 

Senator Magnuson. I asked the other day about what you have for 
Japan. I do not see any category in here. 

General Stewart. It is in here. 

Senator Dirksen. I notice this is marked “Security information.” 
Is this under restriction in the big book ¢ 

General Stewart. Yes, sir, a great deal of it. The principal thing 
I have to get back is my charts. 

(Whereupon, at 5:05 p. m., Monday, July 13, 1953, a recess was 
taken until 10: 30 a. m., Tuesday, July 14, 1953.) 
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TUESDAY, JULY 14, 1953 


Unirep Srares SENATE, 
ComMMItTeE ON APPROPRIATIONS, 
Washington, D.C. 

The committee met, pursuant to recess, at 10: 30 a. m., in room P-63, 
the Capitol, Hon. Styles Bridges, chairman of the committee, pre- 
siding. 

Present: Chairman Bridges, Senators Ferguson, Young, Thye, 
Smith, Dworshak, Dirksen, Hayden, Ellender, Robertson, Magnuson, 
and Watkins, 

MUTUAL SECURITY AGENCY 


DepPARTMENT OF DEFENSE 


STATEMENTS OF NAJEEB E. HALABY, DEPUTY ASSISTANT SEC- 
RETARY OF DEFENSE FOR INTERNATIONAL SECURITY AF- 
FAIRS; COL. JOHN H. CAUGHEY, STAFF OFFICER, OFFICE OF 
MILITARY ASSISTANCE; COL. J. B. CORBETT, CHIEF OF THE 
FOREIGN MILITARY AID BRANCH, G_4, DEPARTMENT OF THE 
ARMY; COMDR. F. C. RYDEEN, CHIEF OF THE PROGRAM DEVEL- 
OPMENT SECTION, FOREIGN MILITARY AID, OFFICE OF NAVAL 
OPERATIONS; AND COL. G. S. BOYLAN, CHIEF, PLANS AND POL- 
ICY DIVISION, MUTUAL SECURITY, MATERIEL, DEPARTMENT 
OF AIR FORCE 


OFFICE OF DIRECTOR FOR MUTUAL SECURITY 


STATEMENTS OF JOHN E. MURPHY, COMPTROLLER, AND D. A. 
FitzGERALD 


DEPARTMENT OF STATE 


STATEMENT OF LAWRENCE C. VASS, OFFICE OF REGIONAL AFFAIRS, 
BUREAU OF EUROPEAN AFFAIRS, DEPARTMENT OF STATE 


GENERAL STATEMENT 


Chairman Brivces. The meeting will come to order. 

The hearing this morning is in executive session, and we will con- 
tinue with the testimony of General Stewart. 

Mr. Hatasy. Mr. Chairman, I am sorry to announce that General 
Stewart and I have to split this morning. He is over at the House 
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Appropriations Committee. With your permission I will carry on 
where we ended up last night. 

Chairman Briners. Very well. 

Mr. Harasy. You were away toward the end when we summed up. 
Just to give a very quick summing up, we had during the course of the 
morning pointed out that this was a lot more than a “military procure- 
ment- supply program. This was the military segment of the mutual- 
security program, and it is designed not merely to get end items and 
training, but to maintain, according to the preamble, the sec urity and 
promote the foreign policy and vrovide the general welfare of the 
United States by “furnishing assistance to friendly nations in the 
interest of international peace and security. 

We emphasize that because from time to time the program is con- 
sidered merely a procurement program. It is a lot more than that, 
as we have shown. 


CONFUSION IN RELATION BETWEEN MUTUAL SECURITY DIRECTOR AND 
SECRETARY OF DEFENSE 


There seemed to be quite a bit of confusion yesterday as to the 
relation between the Director for Mutual Security and the Secretary 
of Defense. So we set forth here from section 506 of the Mutual 
Defense Assistance Act the specific responsibilities of Secretary Wil- 
son. We tried to make clear that although this program is part of 
the whole mutual-security program, it is operated and administered 
by the Defense Department. We had gotten down to country 
programs. 

Toward the end of the day we had gone through two European 
countries, Austria and Belgium, and we were ready to go into 
Denmark. 

At the request of Senator Dirksen and Senator Magnuson who were 
here last night, we had jumped over into title II, Indochina and 
Formosa. 

If we could ask you to refer to page II-8 and II-10 of the big 
book, and page 3 of this classified chart, Mr. Chairman, which we 
hand out each day and retrieve each evening. The testimony con- 
cerning this classified chart in the book we would like either to be 
off the record or to have the privilege of deleting from the record. 

Chairman Brinces. You will have that privilege. 

Mr. Harany. What we are prepared to do if the chairman wishes, 
is to go through each of these countries, going alphabetically down 
the list from Denmark through Europe, through the Middle East and 
the Far East. 


CLASSIFIED CHART 


Since you were not present when General Stewart explained this 
chart, I might just very briefly tell you what these columns mean. 

Here are the force units, divisions and support units. Under the 
Navy heading are the vessels and naval aircraft, and Air Force front- 
line aircraft and attrition aircraft. 

Under these first three columns we show the NATO force commit- 
ments. These are the figures that this country undertook to achieve 
in the NATO organization, the last meeting of which was in April. 
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At that meeting, which was attended by Secretaries Dulles, Wilson, 
and Humphrey, and Governor Stassen, the NATO countries all made 
certain undertakings. They had raised these forces by the end of 
1952, and agreed that they would raise these forces by the end of 1953. 

With respect to the end of 1954 forces, they simply said, “We will 
consider and make provisional plans for those forces.” Neither the 
United States nor the NATO countries committed themselves to raise 
these forces at the end of 1954. This fall there will be another meeting 
for the purpose of considering the forces at the end of 1954, 1955, and 
1956. 

This fourth column shows the amount of military assistance you 
have already authorized and appropriated. The assistance for these 
units in the fourth column has already been funded. 

The next two columns show the proposed fiscal year 1954 program 
of additional requirements to be funded. 

At the suggestion of one of my people, we tried to simplify this 
problem by ‘showing that in the first 4 years of the program there 
had been presented and authorized this much of the program repre- 
sented by these four stacks of blocks, and that this additional stack 
was for the fiscal 1954 program. We pointed out that all the military 
deficiencies as represented by this large stack of blocks here are not 
intended to be programed. 

For example, in this large stack there are home defense, air defense, 
electronics, all-weather fighter and other requirements that we have 
never put in this program. Those deficiencies will remain unfulfilled. 
I think General Gruenther will indicate to you when he comes 
before your committee that there is a risk, and a serious risk, in not 
having even programed these deficiencies. Nevertheless, we have 
taken this many out, you have funded this much, and there is this 
that the President is requesting this year [indicating]. 

It is that new increment that is set forth here in these columns. 


DENMARK 


To give you an idea of what the active duty strength in December 
1952, in Denmark was, we have here the actual figures on active duty. 
The last column, which we head “Equipment programing objec- 
tives,” shows what we are doing through 5 years of programing. For 
example, with respect to the Danish Army 

(Discussion off the record.) 

Senator Haypen. What is the number of men in a Danish division ? 

Mr. Haasy. I will get that for you, sir, in just a moment. 

(Discussion off the record.) 

Mr. Hauasy. Yes, sir. You will recall that we pointed out that 
the Danes have been spending their own funds for some of this equip- 
ment. In other world all the equipment that goes to the Danish 
Forces does not come from the United States. 

On page I1.9, you will see how much has been shipped, how much 
is to be shipped and what the additional program is. Down in the 
lower part of this large table, you will see by items and by service 
what end items are in the program and also what the training pro- 
grams consist of. 
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DIVERSION TO KOREA 


Senator Haypen. Were there things that were intended for Den- 
mark that were diverted to Korea? 

Mr. Hatasy. On the Army side of the program, I believe it would 
be very difficult to identify items that were programed for Denmark 
that have been diverted to Korea. It is not possible, is it, Colonel 
Corbett, to identify the exact items? 

Colonel Corsetr. That is right. 

Mr. Hatasy. But of the total amount diverted from NATO to 
Korea, the Danes probably had a small portion. 

(Discussion off the record.) 

Senator ExLenper. I note on page 66 of this brochure wherein there 
is an item for mutual defense, materiel, and training [ |. Ino- 
tice that under 1953, you have an item of [ ]. Is that amount 
included, the [ | or is it separate? 

Mr. Harapy. The amount in the fiscal year 1953 column is the pre- 
vious appropriation, sir. The fiscal year 1954 amount is additional. 

Senator E:tenper. In other words, that amount is money that we 
have already spent from 1950 to 1953? 

Mr. Hatapy. Already appropriated and authorized, yes, sir. Not 
all of it has been spent, sir. You will see up at the top of that page 67, 
the top table shows the amount shipped. Of that program that you 
just referred to, the amount indicated remains to be shipped. 

Senator ELLenper. That amount has not been as yet furnished ? 

Mr. Haxasy. That amount is programed in this first year. 

Senator Extenper. And is to be shipped during this fiscal year. 

Mr. Hatapy. Yes, sir. 

Senator Ex:tenper. In addition to this amount, we are providing 
that amount more under the mutual defense, materiel, and training, 
defense support, $25 million, and defense for Indochina, $400 million. 

Mr. Havasy. Yes, sir. 

Senator ELtenper. That is to be programed for what period of time ? 

Mr. Hatany. It is programed now. It is to be obligated during the 
coming 12 months. It will be delivered—only a small amount dur- 
ing this coming 12 months—most of it in the succeeding 12 months 
because it had a lead time to it. 


FRANCE 


Senator Exitenper. And the $400 million is to be used in France? 

Mr. Hatasy. That is Governor Stassen’s program for France. It 
is to be used to purchase supplies for Indochina in France. I think 
most of that, according to their estimates, would be actually expended 
during fiscal year 1954, because they are going to buy things that the 
French would otherwise, if they could, pay for themselves. 

Senator Exrenper. That, of course, is going toward aiding the 
French economy. 

Mr. Hauasy. Yes, sir. 

Senator ELLenver. So that with the amount left over from the 1953 
program, plus these two items, the amount that we will make available 
to fight the war in Indochina would be in excess of [deleted]. 

(Discussion off the record.) 

Mr. Hatasy. I accept your figure. 
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Senator Exzenper. So that we will spend in the future, as was 
pointed out previously in the testimony, more money to assist the 
French than the French themselves are spending. 

Mr. Haxasy. If you could 

Senator ELLenver. Answer that question, please. I do not want an 
explanation of it. 

Mr. Hauasy. Strictly in money terms. 

Senator ELLeNpER. That is what I am talking about. 

Mr. Hawasy. The financial assistance of the United States to Indo- 
china and France will exceed the amount the French are financing in 
Indochina. 

Senator Ettenper. That is what I am talking about. 

Mr. Hatasy. It is laid out very carefully and accurately on page 
[1 1-94, and it shows just how much the French are financing, and how 
much the United States is financing. 

Senator Extenper. I understand. But dollarwise, we will spend 
more money this coming fiscal year than the French will. 

Mr. Hatasy. No, that is not correct, sir. There is a technical 
reason for it. When you say spend the money—— 

Senator Extenver. You will obligate it. 

Mr. Hauapy. Yes, sir. 

Senator Exrenper. And if the goods are manufactured, you will 
spend it this year. 





DELIVERIES 


Mr. Hatany. What is important to the Communists is deliveries, 
not programs or obligations. So, on the strictly expenditure basis, 
sir, each year they spend more money than the value of the equip- 
ment we deliver. As you know, that simply is a question of time 
when the obligations result in deliveries. 

Senator ELLenper. Certainly. We are just putting our foot in it, 
and after a while we will be carrying the whole load. 

Mr. Hatapny. We are putting our dollars in it in order to avoid 
putting our foot in it. We are financing that war to a very substan- 
tial point. 

Senator Exxrenper. I do not think the French people could come 
here and make a better case for themselves than you are making for 
them. I will yield for a question. 

Senator Rosertrson. I would like to ask the witness, in view of the 
fact that all of this information which is in the worksheets given us 
for our use is marked “Secret, security information,” how much of 
this testimony based upon this secret security information will the 
Members of Congress be permitted to use when these hearings are 
printed, and when the bill comes before the Senate on the floor to be 
argued. 

Mr. Hauasy. The chairman has authorized us to permit this in the 
record and take the bare minimum out of the record in order to pro- 
tect security. The committee did not want to be responsible for di- 
vulging secret information to the public. 

Senator Ronerrson. The point that the Senator from Louisiana has 
just made is important. When deliveries are made, we will be invest- 
ing [deleted] in the French war in Indochina. Will that stay in the 
record or will it come out ? 
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Mr. Harasy. The exact amount of our expenditures we would like 
to have out of the record, but we would be glad to put in his main 
point, namely, that we are programing this year more financing than 
the French are actually spending. That is the main point, and the 
American public ought to know that. 

Senator E..enper. That is exactly what I want. 

Mr. Haxarny. Senator, it is a little worse than that. 

Senator Exitenper. Let me ask you this: Suppose I desire before 
the Senate to strike this amount, or half of it, or three-quarters of it, 
do you mean to tell me that it is so secret that T cannot use it on the 
Senate floor as to the amount? 


MILITARY ASSISTANCE TO INDOCHINA 


Mr. Hatrapy. No, sir. T believe there is in the House report an 
overall figure for Indochina. In other words, that statistic has 
already been made public. Let me check the House report. 

Senator ELrenper. What is the overall figure in the House report ? 
Does that correspond with what you are asking of us here? 

Mr. Hatany. Let me get it so IT will not guess. This would be the 
report of the Committee on Foreign Affairs of the House of Repre- 
sentatives. The thing that has been made public, sir, is the amount 
for France this year. 

Senator Exritenper. Yes. 

Mr. Harasy. And not for Indochina, because the amount of our 
investment can be divided into the amount of equipment and is con- 
sidered security information. 

Senator Frreuson. Is it really security information, or you do not 
want the American people to know about it? 

Mr. Haany. Sir, I can assure you we want to tell you all the facts, 
and we want to make every fact avaliable that we can without vio- 
lating security. 

Senator Ecienper. How can that violate secur ity when everybody 
knows that we are alréady spending money in Indochina? 

Mr. Harary. The fact that you want to get out is that we are 
spending more money than the French. I will see that that is in the 
record. 

Senator Evtenper. I do not want to ask you what you want to use 
the money for. But I do not see why we could not use the amount. 

Mr. Hatasy. We will do everything we can to get as clear a pic- 
ture in the record as we can so you may use it on the floor. 

Senator Ettenper. This amount [deleted] that you say deliveries 
were made from 1950 to 1953, when did deliveries actually start? 

Mr. Haxrasy. Deliveries under the Indochina program started about 
2 years ago. The war has been going on about 7 years, and I under- 
stand we started substantial military assistance approximately 2 years 
ago. 

MATERIALS SENT TO FRANCE 


Senator Exienver. Did you use materials on hand to send to the 
French ? 

Mr. Hanasy. Yes, sir; quite a bit of the program was out of stocks. 

Senator ELLENDER . And what did that consist of ? 
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Mr. Hatany. The Navy has sent some of the F—8 Bearcat fighters, 
and the Air Force some C-47’s, 

Senator Eitenper. You say that during this fiscal year you will 
deliver the rest of the equipment? 

Mr. Hauasy. No, sir. I said we would deliver part of it. The 
chart shows the amount to be shipped. I do not think we will ship 
every bit of that this year. I can get you some schedule of deliveries. 

Senator ExLeNper. Do you know how much has been programed for 
the next fiscal year on this Indochina matter? 

Mr. Hauany. Yes, sir; it is in the last column. 

Senator Exitenpver. No. I am talking about for next year, and not 
the present fiscal year. 

Mr. Hauapy. Fiscal 1955. 

Senator ELtenper. Yes. 

Mr. Haxasy. There is no program for 1955. 

Senator ELuenper. You have not reached that point yet? 

Mr. Harapy. No,sir. We will come to the next year for that. 


PROMISE TO SYNGMAN RHEE 


Senator Ronertson. The papers state that Syngman Rhee has been 
promised a rehabilitation fund if the fighting stops in Korea. Would 
that be a part of our foreign-aid program or would that be a new 
aid program that the Congress would have to appropriate for ? 

Mr. Hatany. To my knowledge and naturally only the President 
and Secretary of State would know this for a fact—no promise has 
been made unconditionally. It is my understanding that Syngman 
Rhee has been advised that if the truce arrangements proceed co- 
operatively and agreeably, that the President would be prepared to 
negotiate a treaty ‘and submit it to the Senate for ratification. 

Sec ondly, he would be prepared to study with the Korean Gov- 
ernment what was required for relief and rehabilitation and the main- 
tenance of their substantial number of divisions that have been built 
up in the last 3 years. 

Senator Roserrson. Whatever Congress then approves would be 
over and above what would be in the pending foreign-aid bill? 

Mr. Hatasy. Yes, sir; except for a very small amount for the 
United Nations Korean Relief Agency. 

Senator Roperrson, Would you make an offhand guess as to whether 
or not that relief and rehabilitation program would be less or more 
than a billion dollars? 

Mr. Hatasy. I can give you only a guess, and that would be that 
in the first year it would be substantially less than a billion dollars. 
Over a 5-year period I would suppose your guess of a billion might 
be as good as anybody’s. 

Senator Ronerrson. That is all. 





FRENCH PROGRAM 


Senator ELtenper. You stated a while ago that this amount of 
money that we are talking about now; that is, for the fiscal year 1954, 
for Indochina, has been ‘included in the contributions to be made to 
France. 
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Mr. Hauasy. Yes, sir. That is why I referred you to chart No. 
IIT.95, 

Senator Ex.tenper. In addition to this amount that we are now 
speaking of [deleted] leftover from 1953, are we contributing more 
assistance to France / 

Mr. Hatapy. That is what I wanted to present. That is why we 
have this chart here. If I may put the whole picture before you, 
we want this story to be known, because it is a very great investment. 

Senator ELLENpeER. It is a serious one, too. 

Mr. Hatasy. And we want the Congress and the people to know 
exactly what they are doing in Spprepreating this money. 

Senator Eiuenper. I agree with you, and that is why I want to 
go into detail. 

Mr. Hatasy. Here is the French program. I am going to put them 
together so we can see a composite. 

If you will turn back, sir, to 11.11, that is the French program. 
Will you also turn to page 4 of this classified tablet. This will give 
you all the figures in one composite. 

In France we have shipped already [the amount shown]. That 
has been charged to the appropriation. 

Senator Ronerrson. May I ask if that went for the airfields that we 
built in France ? 

Mr. Hatasy. The airfields are in addition to the end item and 
training program. 

Senator ExLenper. What you are giving us now is our contribution 
to help equip what France has promised to furnish under these agree- 
ments we had in Portugal ? 


FRENCH DIVISIONS 


Mr. Hatasy. That is right. That brings us right to the point. 
This shows in this chart which you have in front of you as chart No. 4, 
the secret chart, that the French had in being in December 1952, that 
many divisions. In Paris, in April, with Mr. Dulles, Mr. Stassen, 
Mr. Humphrey, and Secretary Wilson, they agreed with all the 
other NATO countries to have that many in being at the end of this 
year. They said provisionally they would do their best to continue 
those in being. They might even be able to add some in 1954. 

Senator Rozerrson. Is that the divisions they previously promised ? 

Mr. Harasy. That is approximately right. They have come down 
in their estimates of what they could afford to raise in the last 2 years 
from somewhere around | deleted]. 

Senator Ettenper. What have they said of the divisions they con- 
template providing for—that they hope to keep those divisions up? 

Mr. Harasy. They said that provisionally they would have the same 
number next year as this year. 


FRENCH EXPENDITURES 


Senator Extxenver. Are they going to maintain them with their 
own money ? 

Mr. Hatasy. Yes, sir. 

Senator Extenper. Or will we have to continue to contribute? 
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Mr. Hatasy. The French are spending slightly over $4 billion a 
year for their miltary program. Indochina is about $1.2 billion of 
that. In addition to these divisions here, they are raising [deleted] 
new units. 

Senator ELLenper. What do you mean, new units? 

Mr. Haxasy. Battalion equivalents. They are support units. In 
other words, instead of having these very thin divisions here, they are 
stiffening them up with supporting battalions. 

(Discussion off the record.) 

Senator Exxrenper. Without the number of divisions in the upper 
column, are those equipped the same as these others that you met- 
tioned, that is, the support units? 

Mr. Hatasy. No, sir; they are not. 

Senator Extenver. What are they, reserve? 


EQUIPMENT OF DIVISION 


Mr. Hatany. Colonel Corbett, would you give us a distinction be- 
tween the equipment of a division and the equipment of one of these 
typical support units? 

Colonel Corserr. The division is equipped to have a balanced 
force, that is, you have so many infantrymen, so much artillery, so 
many tanks, with a minimum support behind it that is part of the 
division. In other words, you have 2 small signal unit, you have a 
small quartermaster and ordnance unit which is an integral part of 
the division. 

Senator Extienver. Is that separate from the division ? 

Colonel Cornetr. No, sir; that is part of the division. You have 
the Eighth Ordnance Company that is part of the First Cavalry 
Division. You also have support units that are necessary in order 
to sustain that division in combat. Your support units start normally 
wih the corps and there is where you have your corps artillery and 
corps armored force. They are separate battalions. It may be that 
some of the corps artillery has exactly the same type of guns that you 
have in the division artillery. I know of one specific instance. You 
have in the corps medium and heavy artillery. Each division also 
has a battalion of medium artillery. 

In the corps we generally have one 55-millimeter howitzer batt: ition 
to back up each inf: antry division you have in the corps. You have a 
certain number of tank battalions that are organized as separate ba at- 
talions in the corps. Those tank battalions have exactly the same 
tank you have in the division. It is an additional unit need to back 
up the division itself. 

When you get out of those items, you get in your larger items and 
you have some heavy artillery, your 240 howitzer, and the 8-inch 
howitzer, you have what you call the Long Tom, the 155 gun. 

Senator Evitenper. Which is the most expensive to maintain, the 
ones above, the divisions, or the support units? 

Colonel Corperr. The cost of maintaining them is entirely depen- 
dent on the item that they do have. If they have a 155 howitzer in the 
corps, that. costs exactly the same to maintain that as it does in the 
division. When you get to your larger, more complicated items of 
equipment, you have a “greater cost of supporting them. 
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Senator Ex.enper. So in the support units, you have the same 
equipment in some degree as the divisions ¢ 
Colonel Corserr. Yes, sir. 


TRAINING OF REPLACEMENTS 


Senator Haypen. How about infantry replacements? Do you have 
battalions ? 

Colonel Cosrerr. No, sir, we do not have infantry replacement 
battalions that we support as support forces. Some countries have 
infantry replacement battalions. But we do not consider those as 
support forces. We know that they are necessary, but we assist them in 
running their training centers. There are central training establish- 
ments where these repli wements are trained, and we do give equipment 
tothem. Butas units, we do not support infantry as support forces, 

Senator Haypen. What I gather from your remarks is that experi- 
ence in war has taught that a division in action has a certain amount 
of attrition, according to the intensity of the action. 

Colonel Corsertt. Yes, sir. 

Senator Haypen. When a battalion of medium artillery is worn 
out, you have another one to put in its place to keep that division up 
to full fighting strength ? 

Colonel Corserr. No, sir, we do not replace these by units, sir. 
We replace the manpower in our units by trained replacements. We 
use that system. The countries in Europe use it. In case of an emer- 
gency if you lose your 155 battalion and your division commander 
screams loud enough, the corps may lend him one for a week or so 
until they get another one in. We do not replace by units. We do it 
by individual replacements. 

Senator Haypen, That is to say, if an artillery battalion has a 

vannon wrecked by shell fire, you get another piece of artillery and 
put it in its place? 
COMBAT SUPPORT 


Colonel Corsetr. That is correct. That is why we have these sup- 
port units. The units I spoke about are just the combat support. You 
also have your service support units, and as you go back further, your 
units become more complicated. You have your medium ordnance 
companies, you have your signal repair companies, you have your 
larger signal communiction tnits that have communiction between 
your larger headquarters. Those are all support units that are neces- 
sary in order to sustain the division in combat. 

Senator Haypen. In the American Army as now organized, are 
there more men behind the line supporting a division than there are in a 
division ? 

Colonel Corserr. Yes, sir. 

Senator Haypen. How many more? 

Colonel Corserr. Sir, if you take it with what we call the theater 
slice; that is, taking it over in the theater, you have in your theater 
slice about 55,000 to 58,000 men. Your division is 18,000. So you 
have approximately 2.67 in the theater backing the combat division. 

Senator Haypen. We have found in the operation of the American 
Army in time of war that the support organizations are essential, and 
therefore I assume that you agree it is likewise essential in France. 
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If they are to have a fighting force capable of going up against the 
Russians, that they would have to have all of these things that are there. 
Am 1 correct about that ¢ 

Colonel Corserr, ‘That is correct, sir. That is exactly what General 
Ridgway and General Gruenther said. 1 am getting a shell out here, 
and £ must thicken that shell with support units. That is why we are 
concentrating this year in our program on support units. 

(Discussion off the record.) 

Mr. Hatasy. Each one of these divisions is going to he thickened 
by these support units. 

Senator Extenper. Is that the reason why there has been a reduc- 
tion? You said a while ago that France was supposed to provide a 
good many more divisions than this figure. 

Mr. Hatasy. That was the original plan, yes. 


SUPPORT UNITS 


Senator ELuenper. So it has been changed now to the figure you 
indicate, but they have agreed to back up those divisions with support 
units 

Mr. Hatany. Exactly, sir. That is why in the 1954 program we 
are providing for those new support units, 

Senator ELLeENpER. So that each division is supposed to have so many 
men to support it. 

Mr. Havasy. Yes, sir. 

Senator Ernenper. And that runs usually what, Colonel, 2 to 1, 
you said ¢ 

Colonel Cornerr. No, sir; it is over that in the theater now. It 
varies, During the last war, I think the figure was 7 to 1, counting 
the personnel we had in the United States. 


FURTHER DISCUSSIONS OF FRENCH EXPENDITURES 


Senator ELLenper. You stated awhile ago that France was spending 
$4 billion—or what was the figure that you gave a while ago? 

Mr. Haxany. Let me get that exactly for you. It is on page LII-2 
and they started out in 1950 spending a billion and a half, and it 3 
now estimated that they will spend four billion this year. 

Senator Evtenper. Just this current year? 

Mr. Hatasy. In fiscal 1953. That is in the year ending June 30 
last. The spent $4 billion. 

Senator Exrenper. Of that amount, you said $1.2 billion was spent 

Indochina / 

Mr. Haxany. Roughly; yes, sir. 

Senator Exvtenper. So that leaves $2.8 billion that they spent for 
themselves in France? 

Mr. Harapy. Yes, sir. 


UNITED STATES EXPENDITURES 


Senator Ettenper. How much did we spend to assist the divisions 
and support units you have just been talking about ? 
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Mr. Hatapy. I will cover, sir, what we spent for military equip- 
ment and training, and then Dr. FitzGerald can give you what the 
MSA has put in France. 

In fiseal 1953 we shipped to France a large number of the items 
under II, page 11, which I think you have in front of you. We 
showed that we shipped out of the 1953 program all of these items. 

Senator Tuyr. Mr. Chairman, if we might get it in total dollars? 

Senator EL.enver. That is right. We do not want the tanks. 

Senator Rozerrson. You gave us one figure. Was that the supplies 
we furnished in 1953? 

Mr. Hatasy. No, sir; that is the total shipped to date. 

Senator Extenper. In other words, for the same period that France 
spent $4 billion, what did we spend in the way of assistance? 

Mr. Hatapy. All this has been prepared on an accumulative basis, 
sir. The top box on page IT.11 es the amount shipped over the 
last 3 years. We can break down exactly how much of that we shipped 
in the last fiscal year, if you wish. I would say just as a round guess, 
since deliveries stepped up in the last year, that of the amount we 
must have shipped almost half in the last 12 months and the other 
half in the previous 2 or 3 years. 


MILITARY AID TO FRANCE 


Senator Ertenper. How much did MSA obligate in France for this 
last fiscal year ? 

Mr. FrrzGeravp. Metropolitan France, $157,500,000. 

Senator Errenper. That is aid, military? 

Mr. FirzGeravp. That was aid in support of the military program 
in fiscal 1953 for metropolitan France and does not include a special 
allotment of $30 million for the Moody program. 

Senator Etienper. I notice here an item that we had here recently 
of $89 million for European Payments Union in the last 2 months. 
Is that included in this $150 million or is it separate? 

Mr. FrrzGrravp. That is not included in the $157 million, sir. 
The amount for the European Payments Union was $60 million and 
we had agreed with the French that the counterpart of that $60 
million would be credited up to the Indochina program. 

Senator E.ienpver. This $150 million to which you just referred 
is connected with the military, that is, for furnishing supplies? 

Mr. FrrzGeratp. The local currency that was generated bY the 

urchase of the dollar goods was all used as part of the military 
Satect of France. 

Senator Exttenper. In this amount of $900 million, that is, the 
$750 million of shipment of goods, plus the $150 million that you 
speak of, which sales $900 million, what about that which we fur- 


nished for Indochina. Is that included in this amount ? 

Mr. Harasy. Not in my case; no, sir, that is additional. 

Senator Extrenper. And that amounted to how much last year? 

Mr. Hatapy. Let me give you another guess. The total we shipped 
to date is the amount shown on page IJ-67. As another guess, I 
would suppose we shipped last year something of the order of three- 
fifths of that. 
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Senator Evenver. So that with the amount of goods we shipped 
to France last fiscal year, plus the amount we furnished through 
MSA plus Indochina, [deleted] that we furnished as against $4 
billion for France. 

Mr. FrrzGeratp. May I give you an answer? 

Senator Etitenper. Let us not get things mixed up. Is that correct? 

Mr. FrrzGeratp. I want to give you another figure to add. 

Senator Eiienper. Give me all you have. I would like to put in 
the record at this point the amount of money that was spent by us in 
France, either by shipping goods, advancing money to buy supplies, 
and also what we spent in Indochina. 

Mr. FrrzGeravn. In addition to the figures that you have, sir, there 
was also $210 million backup military support for Indochina that 
went through the Mutual Security Agency. 

Senator ELLeNnper. How did that worm its way through? In what 
way did that occur? 

Mr. FrrzGrrarp. That included, first of all, the $60 million special 
assistance to the European Payments Union for France, which I just 
mentioned, and $150 million of defense support. The dollars were 
used to buy commodities in the United States which flowed to France. 
The counterpart of those dollars was used by the French in their Indo- 
china program. That totaled $210 million. 

Senator ELLenper. Is there anything else, Doctor ? 

Mr. FirzGerap. Yes, there is another small item. 

Senator Ettenper. Good. Give them all to us. 

Mr. FrrzGerarp. This is fiscal 1953. There is an amount of $24 
million worth of economic aid and $30.5 million of military support 
items furnished directly to Indochina. 

Senator ELtenper. Is there anything else ? 

Mr. FrrzGrravp. That is everything. 


EXPENDITURE COMPARISON 


Senator ELtenper. So that during the fiscal year just ended France 
spent $4 billion, and we contributed so many million. 

Mr. FrrzGrratp. Approximately, sir. 

Senator Ex.enper. I just wanted that for the record. 

Mr. Hauapy. Senator, for the record let us get the whole amount 
spent to France. 

Senator Ettenper. Are you not giving it to me? 

Mr. Havapy. These are best estimates off the cuff. We want to give 
you accurate figures. 

’ Senator Exvrenper. I thought you knew what you were talking 
about. 

Mr. Hauasy. We have all the figures here, but we want to lay them 
out in the record. If we placed contracts under the offshore a: 
ment program in France, that would result in shipments later of 
equipment that would go to France and other countries. You might 
want to add that into this total, because we are placing contracts 
in France in a very substantial amount. 

Senator Extenper. What I would like to get for this record is the 
entire amount spent by France in her own country as well as in Indo- 
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china, and what we contributed, either furnishing materials or the 
cost of them or through aid of any kind for the same period. 

Mr. Hatasy. I think it is very important that you have that and 
we will get it for you. 

(The information referred to appears on p. 301.) 


TOTAL FRENCH EXPENDITURE 


Senator Ronertson. Would you put in the figure what the total 
French budget was for the last fiscal year ¢ 

Mr. Haxasy. I think Dr. FitzGerald can refer you to page III 25, 
and that will lay out the whole French fiscal program. 

Senator Roserrson. What was their total spending budget for the 
last. year ¢ 

Mr. FrrzGeraw. For fiscal 1953, Senator, the French Government 
expenditures were $10,670 million of which $4 billion was spent for 
military purposes. 

Senator ELtenper. What was the rest spent for? 

Mr, FrrzGeravp. $6,663 million were all the nonmilitary expenses 
of the French Government. 

Senator Ture. If we can get a breakdown, what was involved in the 
nonmilitary expenditures! I think it would be helpful to get a real 
picture. 1am sorry to interrupt. 

Mr. FrrzGeravp. We will have to get that and put it in the record. 

(The information referred to follows :) 


French nonmilitary budget, 1952 (calendar year) 


Millions 
PODIC WOrty GO I VeciMe NG a. ne gs ap ete ens - wal ee atiapinetls $2, 857 
fnterest payment-on the public debt. --. 2-2-2 ele 377 
Subsidies, transfer payments to social insurance and pension funds, 
assistance payments and payments for veterans_____.-....__----._- 1, 090 
Vurchases of goods and services and other Government expenditures_._. 2, 330 
Total nonmilitary____- ~~~ iinnaiesiig hs ao sp besa vib sv kellie eae 6, 654 
IO oo esentacitnc ninamqescghutob adele aaldehee te wie hase pain egiesie mangas bal 3, 900 
rear Mm 55 daa 4 es bis hb aks Ss Sisk h cs a 10, 000 


NOTES 


Public works and investment.—This includes Government expenditures for 
construction, requisition, and repair of highways, buildings, ete., amounting to 
about $500 million; and expenditures for reconstruction of war damage, aid to 
encourage the construction of low- and medium-cost housing, expenditures under 
the equipment and modernization (Monnet) plan which was formulated after 
the war to expand the capacity of the French economy in the basic sectors and 
to increase the competitiveness of French industry—$2,450 million. Some of 
these funds are in the form of loans and will be repaid to the treasury. 

Interest payment on the public debt.—As a result of wartime and postwar infla- 
tion, the burden of the French internal debt has shrunk to negligible portions. 
The external debt is chiefly of postwar origin, but the servicing of it is a negligible 
part of the total budget. 

Subsidies, etc.—This includes only a very small portion of social-security, pay- 
ments in France. The social-security system is set up as a separate entity and 
only the deficit in its account at the French Treasury is carried as an expenditure 
in the budget. This amounted to approximately $29 million in 1952 on a total 
social-security outlay of $3,500 million. There are also some Government- 
financed pension systems which in 1952 cost the budget $780 million. 
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Senator Evtenpver. In that connection, will you also put in the 
record how much of this $4 billion you say was spent for military was 
used to pay for past wars or interest on debt, or anything in such 

vategories. Do you get the point I am driving it? 

Mr. Frrzceraw. Yes, sir. 

(The information referred to follows :) 


EXPENDITURES FOR Past Waks INCLUDED IN FRENCH DEFENSE BUDGET 


The figure for French military expenditures used by MSA are on the NATO 
definition, and do not exactly conform to the’ French budget as it is given to 
Parliament. Certain expenditures carried by the French budget as civil are 
classified by NATO as military. These items amount to approximately $400 
million for 1953 and include pensions for career military personnel of about $240 
million. It should be noted that military pensions in France have not kept pace 
with inflation and so are at the present time relatively low. 

The real burden of past wars in France is reflected in the reconstruction and 
modernization costs in the civil budget. 


1954 FRENCH EXPENDITURES 


Senator ELttenper. Now, can you tell us along the same line from 
the charts you have before vou how much money France will spend 
this coming year; that is, the year we are talking about now, 1954, 
in contrast to what we are ngveblend to furnish both for Indochina 
and France? I ask that so we can get the comparative picture for 
1953 and 1954. I saw in the newspaper some time ago where the 
French were going to aim at getting us to carry her load in Indochina, 
and I want to see how close we are reaching that goal. 

Mr. Hatany. Yes, sir. We will get those figures together for you 
and try to have them as soon as possible. 

(See p. 301.) 

Senator Exrtenprr. Do you know whether or not France is spend- 
ing as'much or more for this coming current fiscal year than she spent 
last year? You said she spent $4 billion. 

Mr. Hatasy. Yes, sir. 

Senator Exzenper. What does she contemplate spending this com- 
ing year? 

Mr. Hatasy. That is on page 324 of Governor Stassen’s book, and 
the figure I read off there is about $4,050 million, which is an increase 
of $43 million, 

Senator Ectenper. In other words, notwithstanding the fact that 
we are taking over at least 50 percent moneywise of the expenditures 
she has made in the past in Indochina, she is not increasing the ante 
insofar as her contribution for military purposes in France and 
Indochina are concerned. 

Mr. Hatarny. Not substantially. That is correct. 

(Discussion off the record.) 


KOREAN CASUALTIES 


Chairman Brinees. We have had 25,000 or 26,000 deaths, and 16,000 
or 17,000 missing in action. We have had about 185,000 casualties 
in all, of various kinds in Korea. I am speaking now, of Americans 
in Korea. We have been absorbing 92 percent of the casualties in 
the Korean war. I would be very surprised if the French alone had 
that many men killed or missing in action. 





acs eee 


290 MUTUAL SECURITY APPROPRIATIONS, 1954 


FRENCH CASUALTIES 


Senator Haypen. I have seen the statement somewhere that 20,000 
natives of France have been killed in the last 7 or 8 years in Indo- 
China. I do not know whether that is true or not. I wish you would 
verify those figures for the record. 

Mr. Havasy. Yes, sir. You have heard also that the elite officer 
corps of the French and a large proportion of their noncommissioned 
officers are included in that figure and in some respects the quality is as 
important as the total number because they are the best fighting men 
and fighting leaders. 

Senator Frercuson. Now give us a list of the young officers and 
soldiers killed or injured in rene 

Mr. Hatasy. I hope you do not think I am trying to say that I am 
in favor of casualties or that I do not think we have had a very large : 

{ 





number of casualties and very tragic ones in Korea. What I am ie 
simply saying is that it is very little recogn.zed that they have been 
fighting a free world battle for 8 years, and they have had over 140,000 1 
casualties. That is little known about the French effort in Indochina. 
If we had been in that war with them for the last 8 years, 1 think 
that would be more tragic. Let me give you a comparison of the facts. 
I have just been given the figures. 

(Discussion off the record. ) 
eer Fercuson. Yes, but how many Koreans were killed in 

orea 

Mr. Hauasy. Yes, I was not making that comparison. If you 
want the total casualties in the Indochina war versus the total num- 
ber of casualties in the Korean war, we will get the statement. 

Senator Fercuson. The trouble is that it is little known that we are 
in a war in Korea as far as other nations are concerned. After all, 
this was a French war. 

Mr. Hatasy. That was the point I was trying to make. This is a 
free world war. It is not just a French war. 

Senator Fercuson. Will you tell me why no other country outside 
of the United States of America is slightly interested in it as far as 
either troops or ammunition or supplies are concerned ? 

Mr. Hatapy. I think they are all very much interested in it but 
they are just not putting up. 

Senator Fercuson. Why not? 

Mr, Haxapy. Because the French have been carrying the burden. 


ee 
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FRENCH ATTITUDE TOWARD U. N. PARTICIPATION 


Senator Fercuson. Lf it is a free world, why not? Has not France 
refused to allow the United Nations to step in? 

Mr. Hatasy. The United Nations has not asked to step in. 

Senator I‘ercuson. Wait a minute. Has not France refused to 
allow them to step in? 

Mr. Hatany. ‘They have never tried tostepin. ‘They have not been 
invited in, and they have not invited themselves in. 

Senator Fercuson. Who invited them in in Korea? 

Mr. Harasy. That came about through a spontaneous action. 

Senator Fercuson. Why should that not happen in the other? 
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Mr. Hatany. You will have to ask the State Department that ques- 
tion, sir. That is one of the alternatives. The French go on and we 
finance them. The French increase and try to bring an end to it 
through our full-scale support. The second is for the French to pull 
out and the Communists to pour in. The third is for the United 
States to take it over all alone, and the fourth is for the United Nations 
to take over. Which is the best alternative. 

Senator Ferevson. Is not the whole trouble in Indochina that it is 
a question of colonialism ? 

Mr. Hatany. That is one of the major questions. 

Senator Fercuson. And the French will not allow the United Na- 
tions to come in. 

Mr. Hatasy. Senator, you seem to have the impression that the 
United Nations wants to get in there and the French are barring 
them. 

Senator Frerevson. Do not tell me what my impression is. I am 
asking you now, is it not because of colonialism that they have not 
gone in. and that we go in notwithstanding colonialism. 

Mr. Harasy. I would say there were these reasons why the French 
were in there. A colonial carryover, economic interests of France, a 
matter of pride in world position, and fourth, and you cannot under- 
estimate this; they are fighting the Communists, too. The Commu- 
nists are trying to take over that vital area. 

Senator Frrevson. Why are we in it and Britain and Canada not 
in it? 

Senator Ettenner. How about Australia? 

Mr. Hatapsy. We are not in it. That is the whole point. We are 
trying to stay out of it. 

Senator Frrcuson. We are in it to the tune of $1 billion this year. 

Mr. Hatasy. Our money is in and not our men. That is a very, 
very important feature. 


BRITISH CONTRIBUTION 


Senator Fercuson. How much British money is in there? 

Mr. Hatasy. Little or none. 

Senator Frercuson. There is none. 

Mr. Hauasy. There is none as far as I know. 

Senator Fercuson. Then why do you call this a free-world war? 

Mr. Hatasy. Because the French are fighting it for the free world. 

Senator Haypen. Just like the British are fighting Communists in 
Malaya. 

Senator E.tenver. The reason they are doing that, in the case of 
France, is to maintain her interests in Indochina, and the same is 
true with the British in Malaya. Why fool ourselves? 

Mr. Hatrany. One of the amazing things is how little France gets 
out of Indochina, Senator. 

Senator Ettenpver. What do you mean? She got plenty in the past. 

Mr. Hatasy. Not so much. 

Senator ELtenpver. Let us not go into that. 

Mr. Harasy. It is very important. It is not a substantial profit. 
In fact, they are running a big deficit now. 

Senator Ex.enper. Sure they are. I was in Saigon twice, once in 
1946 and once in 1949, and I was told that many Frenchmen got hog- 
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rich in trading in Indochina. Of course, it was France’s interest to 
remain there and protect those investments made by the French. Of 
course, in the course of time necessarily they have lost out. There is 
no doubt about that. But in the meantime, before that, those people 
were bled white. Now we are pouring forth our money in order to 
protect that. 

Mr. Hatasy. Money; not men. 

Senator ELLeNver. But the next thing, sir, is going tobe men. That 
is going to be the request. 

Mr. Hanasy. May I make this comment. What you have to ask 
yourself in this situation is: Do you want the French to continue to 
carry that fight? Do you want the French to pull out and leave noth- 
ing there to oppose the Communists, or does the United States want 
to take it over. 

(Discussion off the record.) 

Senator Fereuson. In 1953 we paid about $201 million, I saw in 
the press this morning, as expense of all governments. 


COMPARISON OF PER CAPITA INCOME 


Mr. Hatasy. Senator, we have a per capita income of about $2,200 
apiece. The Frenchman has a per capita income of substantially less 
than that, something like seven or eight hundred dollars a year. He 
pays more out of that income in taxes than you and I do. He has 
a much lower standard of living. Yet, he is a freeman, and he is 
there fighting and has been for 8 years, and we are providing material. 

Senator Frercuson. One of the main troubles in Indochina is that 
we are furnishing the supplies and have nothing to say as to what 
is being done there. 

Senator Ertenper. And what the future plans are. 

Mr. Hatapy. May I go off the record, sir? 

Senator Fereuson. Yes. 

(Discussion off the record.) 

Mr. Hatasy. In view of these very promising developments, we 
believe most strongly and most urgently that this is one of the high- 
est priorities—if not the highest priority—military-assistance pro- 
gram. We believe, despite all the questions and frustrations and 
irritations, that this money will be spent well because it will to the 
maximum practical extent hold the Communist line there, and will do 
it with our allies and without, God hope, putting any of our men in 
there. 

Senator Roserrson. Mr. Chairman, off the record I want to finish 
my other question. 

(Discussion off the record.) 

Mr. Hauasy. If we can get on, we have been trying to prove where 
the money is going: 





EUROPEAN PAYMENTS UNION 


Senator Frercuson. Before we get too far away, I want to clear up 
one question. That is the European Payments Union. I understand 
that $60 million was paid out of counterpart funds. 

Mr. Hauasy. Dr. FitzGerald made the statement. 
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Senator Frrevson. Is that right? 

Mr. FirzGeravp. The $60 million was paid in dollars, Senator. 

Senator Fercuson. The $60 million was paid in dollars ? 

Mr. FirzGreratp. And the French have put up the French equivalent 
of $60 million. The amount the French put up was weed by the 
French as additional military expenditures. 

Senator Frrcuson. Was that $60 million in compliance with law? 

Mr. FrrzGerarp. Yes, sir. 

Senator Frrcuson. Where did you get the money? 

Mr. FirzGreratp. We got the money from the fiscal 1953 apro- 
priation by the Congress. 

Senator Frrcuson. Where did you transfer it from ? 

Mr. FirzGreratp. We transferred it from the funds that had been 
allotted to the agency by the Director for Mutual Security. We are 
authorized by law as you know to do that. 

Senator Frravson. What particular fund did you take it out of? 

Mr. FrrzGeraup. We took it out of the fund appropriated by the 
Congress wnder the Mutual Security Act in 1952. 

Senator Frrevson. Which account did you take it out of? Did 
you take it out of the military? 

Mr. FirzGeravp. No, sir. 

Senator Frercuson. Did you take it from some other country ? 

Mr. FrrzGeravp. This was transferred under 101 (b). 

Senator Frrauson. Where did you get it? What country did you 
take it out of? 

Mr. FrrzGeravp. This $60 million and another $65 million were 
transferred from military end item funds to economic assistance. 

Senator Fercuson. That is just what I asked. I asked you if you 
did not take it out of the military and I understood you to say “No.” 

Mr. FrrzGrravp. This $60 million was transferred from military 
end item funds to economic support. 


TRANSFERS OF FUNDS TO EPU 


Senator Frreuson. You took it out of the military and transferred 
it into the European Payments Union fund. 

Mr. FrrzGrravp. This was part of our assistance to France. France 
asked us to use the funds to help settle here EPU deficit. 

Senator Frreuscn. Then you took out another $65 million. Was 
that, not a sign that. we appropriated too much money when you 
were able to make it out of the military and put it into this other 
fund ¢ 

Mr. FrrzGeravp. I do not draw that conclusion, Senator? 

Senator Frreuson. Where did you get the $30 million? 

Mr. FirzGrraip. The $30 million was economic aid funds, defense 
support funds appropriated directly to the Mutual Security Agency. 
It was not transferred from any other end item funds. 

Senator Frrcuson. Was it transferred from some other country 
to France? 

Mr. FitzGerarp. No, sir; it was not. It was part of the original 
allotment that we made to France, sir. 

Senator Frreuson. Was this $30 million not intended for com- 
modities ? 
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_ Mr. FrrzGrravp. It was originally intended for commodities; yes, 

sir. 

Senator Frereuson. And instead of paying it out for commodities, 
you pay it into the European Payments Union. 

Mr. FirzGrratp, We paid it to the EPU on behalf of France. 

Senator Frercuson. And that merely meant that we were covering 
France’s deficit to the Union. 

Mr. FrrzGrrarp. That is correct. 

Senator Frerevson. And helped her in balancing her budget and 
her foreign accounts. 

Mr. FirzGeravp. It helped her settle her foreign accounts. 

Senator Frercuson. Do you anticipate that there is going to have 
to be any money to be paid this coming year like this? 

Mr. FrrzGreratp. We have no program for this, and we do not 
anticipate any. 

Senator Fercuson. Really was there any program last time for this 
item ¢ 

Mr. FrrzGeratp. At the beginning of the year there was not. 

Senator Frereuson. You did not anticipate it in 1953. Then you 
took out of commodity funds $30 million and out of military funds 
$69 million. How do we know you are not going to run into the 
same thing and take money out this next year? 


DISCONTINUANCE OF ASSISTANCE 


Mr. FrrzGzravp. It could be done, sir, under the legislation as it 
now stands. We have felt—and this has been discussed with Governor 
Stassen—that we would discontinue all assistance to any European 
country through the European Payments Union in fiscal 1954. We 
had previously done that for Greece and Turkey and Austria. 

Senator Frercuson. Is that a promise to this committee? 

Mr. FirzGeraxp. I could not promise it, Senator. 

Senator Feretson. There is a way we can put in that no money 
should be used. 

Mr. FrrzGeraxp. I could not promise without checking with Gov- 
ernor Stassen. 

Senator Frerevson. We could put in a prohibition against any 
money being used. 

Mr. FrrzGeratp. That is correct. I can check with Governor 
Stassen to see if he wishes to make such a commitment, sir. I cannot 
on my own authority. 


ORIGINAL COMMITMENT TO EPU 


Senator Frrevson. What was our original commitment to the 
Union? 

Mr. FrrzGeratp. It was $350 million. 

Senator Frrevson. How much have we put up ? 

Mr. FrrzGrrawp. It has all been made available to the Union, sir. 

Senator Feravson. Have we put up the full amount ? 

Mr. FrrzGerarp, Yes, sir. 

Senator Ferevson. Any more? 
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Mr. FrrzGeratp. We have settled the deficits for the countries that 
1 mentioned, Greece, Austria, and Turkey, as well as Iceland. 

Senator Frrcuson. We put up for Greece $26 million. We put up 
for Turkey $18 million and for Iceland $4 million. 

Mr. FirzGerartp. And Austria. 

Senator Frercuson. I do not have the figures for Austria. 

Mr. FrrzGrratp. There was none for Austria in fiscal year 1953. 

Senator Fercuson. Have we not actually put up $983 million ¢ 

Mr. FrrzGerarp. For the European Payments Union ? 

Senator Ferauson. Yes. 

Mr. FirzGrrarp. I would not believe that was a correct figure. 

Senator Frrcuson. Do you have the figures? 

Mr. FrrzGeratp. I do not have them here. 

Senator Ferauson. Will you furnish them for the record ? 

Mr. FrrzGeracp. I shall. 

(The information referred to follows :) 


Unrrtep STates DoLLaR Support ror EPU Purposes 


The United States has given dollar support for purposes of the European Pay- 
ments Union of two different kinds: (a) A direct United States contribution 
to the EVU and (0) direct support to European countries in connection with 
their position in the EPU. Total United States contributions under both head- 
ings through June 16, 1953, amounted to $794.9 million, 


A. DIRECT CONTRIBUTIONS 


The United States has contributed directly $361.6 million to the working capi- 
tal fund established for the EPU to cover short-term fluctuations in its gold and 
dollar operations with members. The original contribution was $350 million 
to which 11.6 million of conditional aid returned by Sweden was added later on, 
The United States has not made, and does not contemplate making, any further 
direct contribution to the EPU. 


B. COUNTRY SUPPORT RELATED TO THE EPU 


1. The Katz-Gaitskell agreement.—This agreement between the United 
States and Great Britain was concluded in July 1950 and made it possible for 
the latter to participate in the EPU. It provided that the United States will 
reimburse the United Kingdom by a grant of dollars for any gold which the 
latter must pay to the EPU because of the use by other members of sterling 
balances accumulated prior to the establishment of the EPU. Under the agree- 
ment, which expired on July 1, 1952, the United States paid $92 million to the 
United Kingdom. 

2. Special resources.—Special resources of $341.3 million have been allotted 
out of program funds for fiscal years 1952 and 1953 to certain European debtor 
countries—Austria, Greece, Iceland, Turkey, and, recently, France. They are 
dollar grants the United States has paid to the EPU on behalf of these countries 
to assist them in settling their deficits. All but $56 million of these special 
resources (the difference between EPU’s dollar assets of $417.6 million as of 
June 16, 1953, and the United States contribution to the working capital of $361.6 
million) have accrued to intra-European creditor nations, and have thus im- 
proved their ability to import dollar goods and services. 

The legal authority for the United States contributions related to the EPU is 
embodied in section 111 (d) of the Economic Cooperation Act, as amended, which 
reads: 

“The Administrator is authorized to transfer funds directly to any central 
institution or other organization formed to further the purposes of this act by 
two or more participating countries, or to any participating country or countries 
in connection with the operations of such institution or organization, to be used 
on terms and conditions specified hy the Administrator, in order to facilitate the 
development of transferability of European currencies, or to promote the liberali- 
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zation of trade by participating countries with one another and with other 
countries.” 

The agreement for the establishment of the European Payments Union of 
September 1950 set up for certain member countries initial credit and debii 
balances with the EPU. The debit balances were established by European 
creditor countries in favor of the EPU, and involved making available amounts 
of their own currency for the settlement of deficits of other member countries. 
The creditor countries in turn received conditional dollar aid of an equivalent 
amount from the United States. It amounted to $189 million in fiseal year 1951. 
These dollars were used for procurement from the dollar area and were pro- 
gramed under regular ECA procedures. For the purpose counterpart deposits the 
EPU members who were intra-European debtors were considered the ultimate 
recipients of this United States aid, and, therefore, deposited the required coun 
terpart. The conditional aid technique should be distinguished from the dollar 
contributions mentioned above in that it involved making European currencies 
rather than dollars available to the EPU; and secondly the dollars were used 
for procurement under regular ECA procedures. 

Senator Frercuson. Will you tell us out of what funds the money 
came if you were only authorized to put up $350 million 4 

Mr. FirzGeravp. The $350 million authorization was for a capital 
contribution to the European Payments Union, Senator Ferguson. 
There was also authorization to make contributions through countries 
in the way that we have been doing for Greece and Turkey. 

Senator Frreuson. Was it not understood when you came before 
the committee the $361 million—is that not the figure—was all the 
money that we were putting up for the Hh om Payments Union ? 

Mr. FrrzGerarp. 1 thought it was $350 million but you are prob- 
ably right, sir. That was all that we requested. 


ADDITIONAL FUNDS FOR SWEDEN 


Senator Frrevson. Did we not put in $11 million more after the 
$350 million with respect to Sweden ? 

Mr. FrrzGrrap. In fiscal year 1952, Mr. Murphy said we did put in 
another $11 million that was a recovery from Sweden replacing con- 
ditional aid to Sweden that was to have resulted in Swedish credits 
being made available to EPU. That is all we have put in the capital 
contribution. 

Senator Frrevson. When you say capital contribution, when you 
take and put in $89 million, plus, into the French fund, taking it out 
of commodities and putting it in, taking it out of military, do you not 
rall that capital ¢ 

Mr. FrrzGrrarp. No, sir, that is a settlement of the French pay- 
ments deficit with the Union. 

Senator Fercuson. Do you contend that the original act conceived 
this kind of a transaction ¢ 

Mr. FirzGerarp. It certainly did, sir,in my opinion. We would not 
have done that otherwise, I can assure you. 

Senator F'ereuson. What do you mean by $350 million for capital ? 

Mr. FirzGrravp. Senator Ferguson, we contributed without any 
regard to the monthly or other deficits and credits of each country 
with the Union, $361 million to the capital account of the Union. 
Whena ety has a deficit with the Payments Union, sir, that means 
that it owes other member countries more than it is going to receive. 

Senator Frreuson. Then you say there was no limit. We put up as 
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capital $361 million, and then there was no limit except the appropria- 
tion as to what we could pay in to balance this fund ? 
Mr. FirzGerarp. That is correct, sir 
Senator Frreuson. You claim then there was an open-end commit- 
ment to meet their deficits? 
Mr. FirrzGrraip. I do not claim there was an open-end commitment 
to meet their deficits. 


LIMITATION ON USE OF FUNDS 


Senator Frereuson. What was the limitation ? 

Mr. FivzGeraip. There is no physical limitation. There is no dol- 
lar-amount limitation on the funds that we can use, sir, to settle their 
deficits. 

Senator Fereuson. In this coming year, unless we put a limitation, 
you could use all of this military aid to balance this fund 

Mr. FrrzGeratp. No, sir. There is a limitation on the amount that 
can be transferred, Senator. 

Senator Frrevuson. What is the transfer? 

Mr. FrrzGeratp. The amount that can be transferred either way is 
not to exceed 10 percent of the appropriation. 

Senator Frrcvson. Was it not 15 percent in the present bill? 

Mr. FirzGrravp. It was reduced in conference to 10 percent. 

Senator Frravson. It was reduced to 10 percent ? 

Mr. FrrzGeratp. Yes, sir. 

Senator Frravson. So 10 percent would be $500 million. 

Mr. FrrzGrraxp. It is by title, sir. In the case of Europe, 
the total base would be ab: yut something a little less than $3 billion. 

Senator Frereuson. $3 billion ? 

Mr. FrrzGerar. Sexi So 10 percent would be a maximum of $300 
million. 

Senator Frrevson. So you can put up $300 million in this coming 
year if we do not put a prohibition in? 

Mr. FrrzGerrarp. That is possible. I am quite sure we are not going 
to do it, but it is possible. 

Senator Ferauson. It would be in the sole discretion of Mr. Stassen. 

Mr. FirzGrratp. That is correct. 


‘a 


PRESIDENTIAL APPROVAL OF TRANSFER OF FUNDS 


Mr. Haxany. The President has to approve a transfer of funds. 

Senator Frreuson. You have already put up $983 million. 

Mr. FivzGerarp. I do not want to disagree with that figure. 

Senator Fercuson. Will you furnish us that this afternoon ? 

Mr. FirzGerrarp. Yes, sir. 

(The information referred to appears on p. 295.) 

Mr. Hatasy. Senator, if you would advise me how you would like 
best to proceed—we had hoped to go right through these country-by- 
country charts. 

Senator Fereuson. Personally, I would think that when you fur- 
nish us these charts it would be much easier, unless we have some 
questions in relation to them, to make them part of the so-called limited 
record. 
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Mr. Hatasy. We have made the secret ones available to your staff, 
and we will certainly on a limited basis be happy to do that. 

Senator Ertenper. Are you through with fF rance? You have not 
answered that question yet about the amount of money. 

Mr. Hauasy. I was going to get the answer for that. The answer 
you want is everything spent in fiscal 1953 by way of contribution to 
France. 

Senator ELLENpER. You have given it to me already. 

Mr. Havasy. Just in a guess. Then how much they spent and how 
much we intend to spend in the next fiscal year, and how much we 
estimate they will spend. 

Senator Etitenper. That is right. 

Mr. Hatasy. I will get on that the minute I get back to the office. 

Senator Evtenper. Yes, sir. As I followed you with respect to the 
amount of money unobligated, you said, as I understood you—if I 
misunderstood you, I would like to know it—that because of some 
bookkeeping transactions, you deobligated a billion two hundred mil- 
lion dollars. Is that the amount? 

Mr. Hatapsy. That was my best estimate I could give you off the 
top of my head. 

Senator ELLENpER. Very well. When was that deobligation made? 


OBLIGATIONS QUESTIONED BY GAO 


Mr. Hauasy. The obligations that have been questioned by the 
General Accounting Office commenced back about 15 months ago and 
during the last year we have been deobligating and cleaning those off. 
The majority of them have been made in April, May, and June, and 
‘ they are still going on right now. We have them almost cleaned up. 

Senator ELLeNpER. Where did you reach the figure of $1.2 billion? 

Mr. Hauwasy. I had to base it to an arbitrary date in June. 

Senator ELLenver. The greater portion of that, you say, of this 
deobligation was done in April, May, and June? 

Mr. Hatasy. Yes, sir. 

Senator ELLenper. Governor Stassen testified that as of March 31, 
there was unobligated $4,221,146,721. That is his testimony. 

Mr. Hatasy. That is his testimony. 

Senator ELtenpver. Was this $1.2 billion included in that amount? 

Mr. Haxasy. The $4 billion is for the entire program, of which the 
military is a part. The $1.2 billion relates only to the military part. 
The deobligations that have occurred since March 31 add to that. 

Senator _epraachong Would be added to this? 

Mr. Hauasy. Yes, sir. 

Senator E:tenper. That is the point I want to clear up. How much 
would you have to increase the $4,221,146,721 that Governor Stassen 
said was unobligated as of March 31? 

Mr. Harasy. I have to answer that this way: The result of 3 months, 
April, May, and June, where we obligated substantial funds and where 
we deobligated substantial funds is that there was on June 30 in the 
military account $1,977 million unobligated, and I believe the comp- 
troller for Mr. Stassen would add about $300 million nonmilitary 
unobligated for a total of $2.2 billion. So the result of a lot of those 
bookkeeping transaction of obligations and deobligations is that on 
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June 30 the estimate is $2.2 billion unobligated, of which $1,907 million 
is military. 

Senator Exvtenper. As of March 31, because of this bookkeeping 
transaction you spoke of yesterday, you would have to add to the $4 
billion-odd whatever was deobligated from March 31 on out ¢ 

Mr. Hatasy. Exactly. 


OBLIGATION PROCESS 


Senator Exttenper. What process did you go through in order té 
obligate so much of this huge sum? How are you able to place it? 
You said you had $2 billion on hand and nearly a billion deobligated ; 
that would make in the neighborhood of $3 billion-plus that unobli- 
gated from March 31 to June 30; is that right ? 

Mr. Hauany. Yes, sir. 

Senator ELtenper. How were you able to place those obligations 
so quickly ¢ 

Mr. Harasy. Let me speak on that from the military side. As you 
know, the practice is to appropriate funds each year. 

Senator ELtenper. I understand that. 

Mr. Hatasy. You do not give a 3-year program or 5-year program. 

Senator Eirenper. I understand that. 

Mr. Hauasy. We do not let a contract or approve a requisition until 
the money has been appropriated, allocated, and suballocated, and 
put out on a procurement directive. That takes time. That takes 
as much as 3 or 4 months to reach the officer with the order book, with 
the adequate backing and money and authority to sign on the dotted 
line. When he has that authority, like a good businessman, he goes 
out and tries to get the best deal he can for the United States Govern- 
ment. That takes anywhere from 3 to 9 months. 

Therefore, always in this military procurement and supply business, 
the obligations inevitably bunch up in the last 90 days because events 
that were started 9 months before in September or October culminate 
in the last 90 days. You will say to yourself, as I know I say to 
myself, they are just trying to get this money obligated before that 
midnight June 30, deadline. They do not want a nickel of it to go 
back. 

Senator Ettenper. That has been the practice in the past. 

Mr. Hatasy. We have $2 billion unobligated which proves beyond 
any doubt that we have not been trying to snow you with “phony” 
obligations. If we had not had all these deobligations, we estimated 
that it would be somewhere around $600 million of a regular unobli- 
gated balance, and we could have explained that to you with perfect 
clarity. But the new bookkeeping rules hit us right at the worst time. 
At some point the Comptroller General felt we had to go on these new 
rules. He thinks they are much better, and we are inclined to agree 
with him. 

Senator E.itenver. In any event, the point I wanted to make clear 
was that as of March 31, if you add the deobligated funds to your 
unobligated funds, it would be quite in excess of $4,221,000,000. 

Mr. Harasy. Yes, sir. 
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Senator Extenver. And that the amount of carryover from this 


— is almost $2 billion for military and almost $300 million for the 
other. 


Mr. Hatasy. Yes; that is correct. 

Senator ELLeNpeR. The economic aid. 

Mr. Hatasy. We are prepared at the end of this presentation to go 
into the facts and figures just where that unobligated money is. We 
will go over it by category, by service, by dollars, and we do not want 
fo withhold any fact from the committee. 

Senator Extenper. I am not accusing anybody of withholding any 
facts at all. 

Senator Ferguson. We will reconvene at 3 o’clock. 


(Thereupon at 12:20 p. m., a recess was taken until 3 p. m., the 
same day.) 


AFTER RECESS 
Mortvat Securrry Program 


STATEMENT OF ADM. ARTHUR W. RADFORD, UNITED STATES NAVY, 
CHAIRMAN, JOINT CHIEFS OF STAFF 


GENERAL STATEMENT 


Chairman Brivers. Admiral Radford, we are delighted to have you 
here today on the mutual security pact, and we will be very interested 
in your general ideas on the necessity for that, and particularly we 
will like to have your ideas and any information that you can give 
us about the Far East, where you have been particularly associated 
in the past. 

Admiral Raprorp. Mr. Chairman, on the bill as a whole I feel 
very strongly that the mutual security program is essential at this 
time, as an integral part of our security program as a whole. I think 
we are making great progress in certain areas, and that any marked 
reduction in the program would be very harmful. 

My own experience in the last 4 years has been in the Far East, and 
I have seen the effects of the program in that part of the world, and 
can testify from my own knowledge that we have madé’ great 
progress.. Any marked reduction in that part of the world would dis- 
courage our friends and encourage our enemies. 


ANTICOMMUNISTS IN FAR EAST 


We have in the Far East millions of Asiatics who are anti-Com- 
munists and lack only the equipment and training that we can give 
them to make soldiers to said the drive of the Communists to take 
over the restof Asia. I feel that our programs out there have 
been, with the possible exception of Indochina, very small in reality. 
The, good work that has been done is really just beginning to show 
up. The results of these programs of the last 3 years are beginning 
to pay dividends. : 

I sincerely hope that they can be continued as is uow planned. 
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Chairman Brivers. Admiral, let us take certain countries over 
there, and will you give us your opinion of the situation in them? 
‘The countries we would like to cover are Japan, Korea, Indochina, 
the Philippines, and Formosa or the Chinese Nationalist situation 
in Formosa. 

Senator Evitenper. Or any country he might be familiar with in 
that area. 

Admiral Raprorp. I would like to have this off the record. 

(Discussion off the record.) 

Chairman Brinees. In response to Senator Ellender’s question on 
page 288, this table has been furnished for insertion in the record. 

(The table referred to follows:) 


l'nited States and French contributions to defense efforts in France and Indochina, 
fiscal years 1953 and 1954 


[See p. 288] 


Fiscal year Fiscal year 
1953 | 1954 
otal Percent Percent 
French contribution > 69 60 
United States contribution 31 | 40 
rotal 100 100 
France 
French contribution 69 | 60 
United States contribution 31 40 
Total.... 100 100 
Indochina: 
French contribution ! 69 60 
United States contribution - . 31 40 
Total... 100 100 


! Includes contribution by Associated States of Indochina 


(Thereupon, at 4:40 p. m., Tuesday, July 14, 1953, a recess was 
taken until Wednesday, July 15, 1953, at 10 a. m.) 
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WEDNESDAY, JULY 15, 1953 


Unirep States SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in room P-63, 
the Capitol, Hon. Styles Bridges (chairman) presiding. 

Present: Chairman Bridges, Senators Cordon, Saltonstall, Know- 
land, Thye, Smith, Dworshak, Hayden, Russell, Ellender, McClellan, 
and Robertson. 


MUTUAL SECURITY AGENCY 
DEPARTMENT OF DEFENSE 


STATEMENT OF GEN. ALFRED M. GRUENTHER, SUPREME COM- 
MANDER, ALLIED FORCES IN EUROPE, ACCOMPANIED BY 
MAJ. GEN. GEORGE C, STEWART, DIRECTOR, OFFICE OF 
MILITARY ASSISTANCE 


GENERAL STATEMENT 


Chairman Bripces. The committee will come to order. 

General Gruenther, we are delighted to have you with us this 
morning. As I indicated, this is an executive hearing. Your testi- 
mony will not be public. 

But if you care to have everything off the record completely, you 
can so indicate to the stenographer and we will omit that. We 
would like to have as complete and frank discussion from you as to 
the true facts as possible. 

General GrugentuerR. My plan, Mr. Chairman, with your approval, 
is to go over what we are trying to do in Western Europe in our 
command, indicating some of the salient factors there, our problems, 
and how our military requirements have been calculated. 


NORTH ATLANTIC COUNCIL ORGANIZATION 


I start off by referring to the North Atlantic Council organization. 
In this group which meets in constant session at Paris, there are 
representatives of the 14 member nations, the United States member 
now being Ambassador Hughes, who has recently taken over from 
Ambassador Draper. Within the NATO organization, there are 
several military commands, of which SHAPE is one, and is the one 
I command, since last Saturday at noon. 

Our area is shown on this chart. We are charged with the defense 
of Europe from the northern tip of Norway around this perimeter 
over to the Caucasus, a distance of over 4,000 miles. 
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Our mission is to defend that area and for the purpose of defending 
it we established, during General Eisenhower’s tenure as Supreme 
Commander, certain major commands; a northern command with 
headquarters at Oslo, a central command with headquarters at 
Fontainebleau, a southern command with headquarters at Naples, 
and a Mediterranean command with headquarters at Malta. 

The commander in the north is General Mansergh, a British 
general; in the center, Marshal Juin, a French officer; in the south, 
Admiral Fechteler, who will report on the 17th of August, and in the 
Mediterranean, Admiral Mountbatten, whose headquarters is on 
Malta. 


SUBORDINATE COMMANDS 


Each of these commanders has subordinate commands—land, sea, 
and air forces. Now, the forces that are put under those commanders 
are his on a basis that is known as operational control. That means 
that they, the allied commanders, do not handle the administtative 
problems of the forces. They do not take care of the pay of their 
troops; they do not handle disciplinary matters; but from the stand- 
point of operations, the forces are under these commanders. 

Now, I would like to go from here to an outline of how we figure 
out a plan for operations in the event of war because that has quite an 
impact on the project which you gentlemen are considering here today. 
We, first of all, take an estimate of the enemy capabilities. What 
does he have and what can he do? ~The enemy that we are considering 
is the Soviet Union. 

On the question of what he has, the chart that is here shows the 
general outline of the Soviet land and air forces where he has 175 
divisions in being and some 20,000 aircraft. 

From the standpoint of army, the divisions incidentally are pretty 
well trained and we cannot say that we can look with any consolation 
on the status of these forces as being inferior. 


USE OF MIG~—15 


On the air force one jet plane that you have heard a great deal is 
the MIG-—15, which is the plane which has been used very extensively 
in Korea. It is one of the best interceptor planes in the world today. 
Our people in Korea have been getting a kill ratio against those planes 
with our F-—86, also an interceptor, of about 5, 6, 7, and 8 to 1, meaning 
for every 1 of ours that is lost, we knock down 5, 6, or 7 of theirs. 

Senator KNowLanpb. General, in your judgment is that due to the 
plane or the pilot? 

General Gruentuer. It is due in large part to the pilot, I would 
say, Senator Knowland. First of all, they are not Soviet pilots; they 
are Chinese and North Korean pilots, probably. The training factor 
is one of the big problems we run into, this question of traming of 
pilots. I think that our pilots are the best pilots in the world and in 
large part the reason we get those results. 


RADAR EQUIPMENT 


Senator ELLENpER. What about the radar equipment for finding 
the enemy and directing the fire to the target? 


ve ees 
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General Gruenruer. That is also a very great factor in the results 
we get. 

Senator Rorertson. Have you already told the committee how 
that air force you give us in the Soviet Union compares to ours? 

General GruentHer. Yes, sir. | am going to show you what our 
forces are in just a minute, Senator Robertson. If I do not cover 
that adequately, please ask the question later on. 

Now, the Soviets have three main types of missions for their air 
force. One is interceptor or air defense, the second is long-range 
strategic air, and the third is ground-support planes. The long-range 
strategic airplanes are the B-29 type which is an obsolescent type so 
far as we are concerned. 

(Discussion off the record.) 


SOVIET NAVAL EXPANSION 


General GruentHER. On the naval side, the Soviets are expending 
most of their efforts in the fields of mining and submarine. They now 
have about 300 to 350 submarines. This number of divisions and 
this number of planes is substantially the same number that the 
Soviets have had in being for the last 4 years. What they have been 
doing during that time has been to improve the quality of this force, 
modernizing the planes from piston type to jet type and improving 
the caliber of these units. 

Their next great. expansion has been in the case of the satellites. 
On the satellites they started out in 1950 with about 45 divisions and 
they have now somewhere over 70 divisions. Those are still not 
first class divisions because the Soviets are having problems in connec- 
tion with the satellite countries, but they are gradually increasing the 
effectiveness of those divisions. 

(Discussion off the record.) 

General GruentHEeR. Now, what we do to work out our military 
plans is to take these forces and analyze what might be done with 
them. In other words, we put ourselves in the position of the Soviets 
with these forces, with their supply, and then we try to determine the 
best way to meet or counteract what they could do. 

Senator SALTONSTALL. Does that [deleted] include the [deleted]. 

General GruENTHER. No, sir, that is in addition. 

Senator SALTonsTALL. Thank you. 

General GruentueEr. Please feel free to interrupt me at any time. 
I will be very glad to try to clarify anything. 

(Diseussion off the record.) 


POSSIBLE SOVIET ATTACK 


General GruentHer. Now, we then, to work out our plan, say if 
the men of the Kremlin made the decision to attack, what could 
they do and then how do we counter that. That is not that we have 
any ‘“‘in’” on any Soviet plans, but that they have the forces in being 
and the supplies as far as intelligence is able to judge, to execute 
an action of this sort. 

Now, we do not say they are going to do it. It is purely a capa- 
bility on their part. Whether the men in the Kremlin are ever going 
to execute that capability is another question entirely. But from 
the standpoint of working out what our plan should be and from the 
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standpoint of telling the NATO Council, the governments, what the 
forces should be, we have to go through some sort of reasoning as this. 

(Discussion off the record.) 

Senator Rorerrson. That is a perimeter of about a thousand 
miles? 

General Gruentuer. This perimeter from here to here will run 
about 1,600 miles, Senator. From here clear around to here there is 
all together 4,000 miles. The air distance here will run about 1,600 
miles. 

(Discussion off the record.) 


DEVELOPMENT OF PLAN 


General Gruentuer. I am going to try to show you how we 
develop our plan based on this capability. 

Senator SauvronstTaLu. Does that plan gee with their air bases? 

General Gruentuer. Yes, sir, this plan is working. 

(Discussion off the record.) 

General GrueNTHER. So what we are trying to do is work out this 
so-called average in order to create the force requirements and then 
the commanders on the ground dispose those in order to meet this kind 
of threat. 

Now, as a result of this air capability and as a result of this ground 
capability, this combined capability, we work out two kinds of plans. 
One plan we refer to as a requirements plan and that is this. e say 
if these fellows do this, what do we need here and here and here in the 
form of air power and ground power in order to meet that. After 
analysis and planning, that becomes what we say are the requirements, 
the bill, if you will. 

Now, that bill was prepared and turned in to the North Atlantic 
Council and the Council said in effect: “O. K., what do we do about 
it?” They set up a committee then, with Mr. Harriman being one of 
the members of it, the British and French also being represented, to 
work out a kind of plan for meeting this bill. They said we will have 
a 52 installment, we will have a 53 installment, and a 54 installment. 
That process by which the countries work out what those install- 
ments are is known in NATO as the Annual Review. It is a process 
which is going on right now. These countries table what their 
resources will be, what their plans are going to be from a budgetary 
standpoint, from an economic standpoint, and then after review by 
the North Atlantic Council become the goals for that year. 

We are now working (and the work is in terms of calendar years) 
on the goals for 1953. 


PREPARATION FOR 1954 GOALS 


The nations are also preparing at this time, constantly up until 
November, to work out what the 1954 goals will be. In addition to 
the 1954 firm goals, they are working out what the probable goals 
will be for 1955 and the probable ones for 1956, because the lon: 
lead time items for industrial planning and so forth have to be planne 
that far in advance. Obviously in none of these countries is there a 
final commitment that far in advance because such action must have 
the legislative authority in all cases, exactly the same as ours. 

(Discussion off the record.) 
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What I have been talking about here now has been what is in effect 
a way of determining our requirements. From that we get what we 
call a requirements plan. Obviously, this being the 15th of July 1953 
we have to know what are we going to do if an attack should break out 
today, before we get these requirements. That plan we refer to as 
an emergency plan. 

All of these commands from here clear around to here have definitely 
in mind what that plan will be. If war were to start today, each one 
of those headquarters knows exactly what it would do. 

(Discussion off the record.) 

Two and a half years ago we started with a very low order of magni- 
tude of forces. We have substantially twice the forces that we had 
2% years ago. We have a much greater capability to resist aggression 
if it should develop than we had 2% years ago, but we still do not have 
enough. But that is the job of each commander to work out with 
those forces that he has, in the north, in the center, in the south, and 
in the Mediterranean, to work out exactly what he will do with those 
forces he has. That is known as the emergency plan. 

(Discussion off the record.) 

Chairman Bringxs. That will be satisfactory. 

Senator SALTONSTALL. You used the words [deleted]. 

General GRUENTHER. Yes, sir. 

Senator SarronstaLu. Would you define that a little bit more? 

(Discussion off the record.) 

Senator Tayz. Mr. Chairman, might I ask the general a question? 

Chairman Brivess. Senator Thye. 


PLAN REGARDING SOVIET INDUSTRIAL PLANTS 


Senator Tuyz. Do you have a general plan that would immediately 
permit you to move forward in an organized manner and knock the 
heart out of Russia by reaching her major industrial plants? In other 
words, our manpower could not stand as a positive shield. We 
would have to take the heart out of Russia because she could mobilize 
more manpower than we could mobilize because of her reserve down 
in China if she ever decided. Do we have an overall plan that would 
take the heart out of Russia by just immediately bombing her strategic 
industrial centers, including Moscow itself? 

(Discussion off the record.) 

Senator Rospertson. I recall that in September 1939, when Hitler 
started into Poland, hearing a Polish-American citizen say that the 
Poles had a fine army and that they would not be any pushover. But 
they did not have tanks and they did not have an air force. As I 
recall, Hitler went through them in about 3 weeks and really slaugh- 
tered them. 


COMPARISON OF FORCES TO PREWAR GERMAN FORCES 


Now, how do our forces this month compare with what Poland had 
and what Hitler had when he did what proved to be a pushover? 

(Discussion oft the record.) 

Senator Rosertson. That is what I mean. 

General GruenTHER. We want you to come over this year, too, 

Chairman Brings. Senator Smith. 
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Senator Smriru. General Gruenther, would you give us the compar- 
able strength of the Russian division and ours? In other words, when 
you speak of Russia having 165 to 170 divisions, what does that mean 
in United States or United Nations divisions? 

General GruentueEr. It means this, Senator Smith, that the Rus- 
sian division is roughly a division of about 12,000 strength. The 
United States division, the French division, and the British division 
are of about 18,000 strength. It would be an error, however, to say 
that since we have 18,000 and they have 12,000, therefore we are 
one and a half times as strong. That does not follow exactly for this 
reason: The Soviets do have a very austere program in what are 
referred to as supporting units. For many of these units, such as the 
engineer units, they go out and put a notice on the bulletin board in 
town and say, ‘‘250 people will report here tomorrow morning,’’ and 
if 249 report, why, somebody is shot. They impress labor that way. 

The figures, first of all, are on an austere basis. The Soviet adds 
to them when war comes, and we do not add in that same way. 
Secondly, he has in this very austere setup his fire power. He con- 
centrates very heavily on fire power, very little on comforts or services 
which we feel are necessary. I would say we have an edge, but not 
in the form of 14 to 1 which the figures of 18 to 12 indicate. However, 
I will say this, our divisions are better divisions and will stay in com- 
bat longer. 

(Discussion off the record.) 


COMPARISON OF DIVISION STRENGTH 


Senator Samira. In the overall picture, would you give us your 
estimate as to the number of overall strength in training, the equip- 
ment, and lasting strength, in comparison between ourselves and 
Soviet strength? It is frightening to hear that the Soviet Union has 
165 divisions and we have so much less, unless we know that they 
are very much weaker than ourselves. 

General GruentuERr. | am not going to be able to take all the fright 
away onthisthing. Iam trving to present this factually; 175 divisions 
are a lot of divisions. I am sorry about that, but they are, and 20,000 
planes are a lot of planes. There is one thing, we can soften the blow 
a little bit here on this basis. Soviet Russia has to have troops in the 
Far East. They cannot put 175 divisions against us in Europe. 
They have a perimeter on the Far East that they have to take care of. 

Senator KNow.anp. So do we. 

General GrugentHer. Yes, sir, but I am talking about the forces 
that NATO is making available. I am not counting it as a United 
States problem. 

(Discussion off the record.) 

General Gruenturr. Now, just before I give you the impression 
that I am trying to scare you, I intend nothing of the kind because 
I believe we are going to lick this problem. I do not think war is 
ever going to come. I do not think those fellows are ever going to 
take us on as long as we are not taken in by a divisive line here. Iam 
sure we are going to lick the problem, 175 divisions to the contrary 
notwithstanding. 

Senator Corpor. Do you think they would take us on if we are 
not a sucker? 
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General Gruentuer. They may not feel that they have to then. 
My own feeling is that in the progress that we have made and the 
unity that we have shown, we have achieved a substantial deterrent. 
However, we know we have many defects some of which I am going 
to point out and the ones I do not point out, you gentlemen will 
probably point out for me. I do not want to give you the impression 
that we have all the strength here and that it is only because of might 
that we are able to handle it. 


INDICATION OF RUSSIAN STRENGTH 


Senator Smirx. On that 12,000 and 18,000, General, I am still nos 
quite clear. That would indicate that Russia was 1}¢ times as strong 
as we are, yet you say it is not. Will you tell us how much stronger 
they are? When we talk about 175 divisions, what does that mean 
if we were talking in the same terms in our division? 

General Grupnruer. I shy from that numerical calculation, 
Senator Smith, because it is a little bit dangerous. I want to say 
this: First of all, we do not have to match these fellows division for 
division, even if those divisions were the same strength as ours. 
We are not going to go on the offensive; we are not going to start the 
war. We are building force to prevent a war from taking place and 
if it does take place, to be able to fight it to the best advantage. 

(Discussion off the record.) 

Senator Smirn. Except, General, when we are asked for appro- 
priations, we are told that the Soviet Union has 175 divisions and 
what I would like to know is how many divisions we should have of 
equal strength. 

(Discussion off the record.) 

Senator Roserrson. When you were describing the potential 
efficacy of our defense plans you said if we have airpower. 

General GruENTHER. Yes, sir. 

(Discussion off the record.) 

Senator Ronerrson. When do you want those planes? 

General Gruenruer. The day before yesterday. 

Senator Rorerrson. How are you going to get them if the Air 
Force is cut $5 billion? 

General GruentHER. That is the $64 question you have asked me 
there. What we are doing is this: We have listed these require- 
ments. We are asking the governments to make their contribution 
as quickly as possible and obviously it takes time to build them up. 
We started from this. We wanted that number right at this time, 
but of course we started with something much more modest than 
that. 

(Discussion off the record.) 


EFFECT OF REDUCTION OF NUMBER OF B-47 PLANES 


Senator Ropertson. Senator Symington says that this cut will 
eliminate 220 B-47 planes. Now, would I be making either a political 
or economic blunder if I voted to add a billion dollars to the Aur Force 
so that they could get some more B-47’s and also combat planes to 
support troop movements? 

General GruentHerR. I would never advise you on whether you 
would make a blunder on any vote, Senator. 
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Senator Rosertson. I am depending on you to win this war. 

General GruentHer. I am depending on you to support us to see 
that we win the war. 

Senator Ropertson. I want to give you what you say we ought to 
have. You say if we have the airpower, and you say at the present 
time we do not have it. 

General Gruentuer. That is right. 

Senator Ronertson. Then as my military adviser, and I have the 
greatest. confidence in you, in your fine plans here, should I not vote 
to give you a few more planes? 

General GruentueEr. I assure you, Senator, we are going to keep 
asking for the planes. How you vote of course is another matter. 

Senator Rornertson. It is going to be a red-hot issue. I am trying 
to develop which will be best for our Nation in the long run to save 
a billion dollars at this time on production of new planes and maybe 
come closer to balance the budget and giving some tax relief or to 
sacrifice a little bit longer and give you these planes that you say you 
need a little bit quicker. Which would you prefer? 

General GruentHer. We would prefer the planes, Senator, no 
question about that. 

Senator ErtenpeEr. General, in your opening statement you stated 
that Russia had 175 divisions, over 20,000 planes, and that you are 
preparing to meet such a foree. 


POSSIBLE INCREASE IN SOVIET STRENGTH 


General GRuENTHER. Yes, sir. 

Senator ELLenpEerR. Now, have you any evidence showing that 
Russia has increased those estimates since they have been made? 

General GruentuEr. No. 

Senator E.tenper. You stated to us that this information had 
been in your hands for 2 years, was it? 

General GruentueEr. I mean to say this, Senator. This force of 
175 divisions is substantially the same as the Russians had 4 years ago. 

Senator ELttenperR. Have you any indication or any evidence that 
thev have increased? 

General Grurentuer. No. Where they have increased, Senator, is 
this: I notice that the Soviet is going to meet next weck and they 
may have an aid problem of their own to work out. They are runnin 
a military aid program for these fellows. They do not announce o 
course their policy, but it seems that instead of increasing these Soviet 
divisions, what they are doing is increasing the satellite divisions, 
closer to the front. That is where the increase is coming. Now, I 
did not touch on the satellite air force. They are working on that, 
too. At the moment it is not a major factor. Building a stron air 
force is one of the toughest jobs in the world as we know. The 
Soviets are finding it also when they go training Bulgarian pilots, 
Polish pilots and Czechoslovakian pilots. It creates many headaches 
for them. So those air forces are not great ones yet. But I think 
what you are referring to is the question—are these air forces increas- 
ing. "The answer is they are not; they are getting better equipment, 
modernizing them, but staying substantially at the same level. 
Where they are doing the increasing is this—— 

Senator ELLENDER. So that the goal you have set you can still meet 
without adding any more than you have indicated to us? 
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(Discussion off the record.) 

General GreunrHER. Yes, sir. 

(Discussion off the record.) 

Senator ELLeNDER. General Gruenther, you stated in your opinion 
it was a must to have this treaty adopted. 

General GruentTHer. Yes, sir. 

(Discussion off the record.) 

Senator Rosertson. I would like a comparison of our Air Force 
and Russian airpower, which you can do off the record, if you wish. 
I would like to know your appraisal of our strength as compared with 
the 20,000 that the Russians have. 

(Discussion off the record.) 


EFFECT OF ATOMIC BOMB 


Senator Rosertson. Churchill once said it was our possession of 
the atomic bomb, the sanction of the atomic bomb in our possession 
which brought on an uneasy peace. Of course, the atomic bomb 
will not be a sanction unless we have ability to deliver. 

General Gruentuer. That is right. 

Senator Rosperrson. You want time to increase our forces there 
and you want the atomic bomb and perhaps the hydrogen bomb to 
convince the Soviets it is futile, if they start aggression, they will get 
badly mauled and they will not win it. That makes them hesitate, 
Don’t you think under those circumstances to strengthen our own 
Air Force is just as important as getting another billion to these 
allies where we can use their manpower for less soldier cost and all, 
and save our boys and some monetary expense and make a good 
investment? Don’t you think the two have to go together? 

(Discussion off the record.) 

General GruENTHER. That is one point. I would like to add one 
thing, plus the fact that you get better results by having indigenous 
personnel operate from their own territory. You create tremendous 
problems, as you know, when you move American troops from Maine 
to Virginia, you create much greater ones when you move American 
troops from Maine to Germany, and the problems are much less than 
if you were having German troops operating from Germany, French 
troops operating from France. 

Senator Toyz. But, General, we have not gotten any evidence of 
the importance of the atomic weapon or the atomic bomb. We are 
always speaking in terms of the old conventional type bomb and 
weapon. Now, if we have invested as much as we have in the atomic 
development, why don’t we get some report as to what it would have 
as a defense weapon if the all-out emergency were to occur? 

General GrugentueEr. I would like to talk to that point. 

Senator Tuy»n. We are not getting any report on that question. 
We are always talking of the old conventional type war and we fail 
to get the full significance of the development in the atomic field and 
what the enemy may have developed in that atomie field. 

(Discussion off the record.) 

Senator ELtenpeEr. In that connection, what makes it a good 
investment, I presume, is that we are furnishing materials of war and 
things in order to equip soldiers abroad. 

(Discussion off the record.) 
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Senator Russe... The men we send abroad in the event of all-out 
war with the Soviet and satellites would be limited by the number 
of men we can raise? 


SOVIET TECHNIQUE CREATING INTERNAL TROUBLE 


General Gruentuer. I do not think you gentlemen would have 
it any other way. But we are going to stop this war from ever start- 
ing. Iam absolutely convinced of that. These fellows are no super- 
men. They have no edge on us at all. The one thing is that they 
have a technique for dividing us and in their conference last October 
they announced what they were going to do and the fellow who 
announced it was Malenkov. He said these fellows are going to 
fight among themselves and we are doing a certain amount of it now. 
We waited until he gave the order and now we are doing a good deal 
of arguing among ourselves. They are having problems. Consider 
this trouble that they had in Germany. It is a fantastic thing that 
that could ever happen. My contention and the plea I make is 
that if there ever was a time for relaxation, this is not it. This is 
the same type of situation you can meet in battle. If you have the 
enemy on the run, you keep your fellows up 23 hours a day. In 
a commercial business if you have a sales campaign and you start 
producing the results, you keep pouring on the advertising. We 
haven’t got this fellow on the run, but he is having pains and I cer- 
tainly do not want to be one of the fellows that will get him out of 
this pain. 

(Discussion off the record.) 

Senator Rornertson. There are those who maintain that God gave 
us our freedom and He is going to protect us. 

General GruentuEer. Yes, and that is not always the case. 

Senator Dworsnak. Could you give me a little information on 
this point? As has been said, we have made great strides, we have 
been successful in building up defenses in the free world under 
NATO and Western Europe. 

(Discussion off the record.) 

Senator Dworsnax. What are they accomplishing with that 
contribution? 

INDOCHINA PROBLEM 


General Grugentuer. They have an extremely difficult problem 
in Indochina. They have suffered great losses in Indochina. Their 
casualties in Indochina are not quite as large as ours in Korea, but 
they are over 100,000. 

Chairman BripGes. Those are overall casualties of all the French 
troops? 

General Gruentuer. Those are the casualties in Indochina. I 
think that includes the Vietnam casualties also. 

Chairman Bripggs. In other words, we have had 185,000 casual- 
ties, Americans alone. If you talk about South Korea, and so forth, 
I would say it runs into many hundreds of thousands, so the compari- 
son is not the same. 

General GruentHer. No. I did not mean to say that they neces- 
sarily have the same number of casualties that we have, Senator 
Bridges. What I am saying is this, that the Indochina war has been 
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a terrific burden on them, and that war has been going since 1946. It 
is a very great psychological burden; it is one that they feel they are 
fighting alone. At one time it might have been construed as a colonial 
war. It is not a colonial war. 

(Discussion off the record.) 


FRENCH CONTRIBUTION 


General Gruentuer. You ask about what the French are con- 
tributing. They are making a major contribution to the defense of 
our central area. 

Senator DworsHak. Is that on paper or reality? 

General Grurentuer. That is reality. 

(Discussion off the record.) 

Senator Haypren. Let me ask one question on something we dis- 
cussed the other day. 


AUTHORITY OVER FOREIGN TROOPS 


In the absence of the ratification of EDC, what is your authority 
as the commanding officer over there to call the troops from these 
various countries into action and be sure that they will come and 
obey your command? 

General GrurnruEr. Senator Hayden, the EDC has nothing to do 
with that at all. Here is the situation that exists now, and it will 
exist the same with EDC. As the supreme commander of Europe, I 
have what is called operational control of various troops. The United 
States says, “Dear Mr. NATO, we make available to you so many air 
groups, and so many divisions for operational control. We don’t want 
you disciplining them, we don’t want you paying them, we don’t want 
you promoting them, we will handle all that, but we want you to fight 
them.” France turns some over to me, other member countries turn 
some over. When EDC comes in, it is a device for bringing the Ger- 
mans in. They create what is called a European army organization 
which has only one job in the world, bringing the troops of the several 
nations together to train the troops, to pay them, to promote them, 
and then instead of getting the troops from France, Mr. EDC will 
turn over to NATO and say, ‘“‘Now, here are some EDC troops; fight 
these.”’ 

So that all they do is take care of the troops, train them, pay them 
and promote them and still turn them over to me for operational 
contrel to fight them. Now, the difference 1s, if EDC did not pass, 
we would only be getting troops from 5 of those 6 nations. We 
would not be getting them from Western Germany, but this has no 
bearing on the point you have raised, on the control of troops that we 
would have. We have the operational control of those troops now. 

Senator Haypren. That is firmly fixed? 

General GruENTHER. That is firmly fixed. 

(Discussion off the record.) 

Senator ELLenpER. What have you there in France, all United 
States troops? 

General Gruenruer. No. In France and occupied Germany we 
have these troops: Dutch troops, Belgium troops, Canadian troops, 
British troops, American troops, and French troops. 
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(Discussion off the record.) 

Senator McCie.ian. General, I was over in France last year, 
about October, as I recall. 

General Gruentuer. We hope you come back this year. 

Senator McC.ie.ian. Thank you very kindly. 


RECENT CONFERENCE IN FRANCE 


We had a brief conference at headquarters, talked to General 
Ridgway a little while, and we were briefed on the situation at that 
lime. 

(Discussion off the record.) 

Senator McCie.ian. I wish you would briefly tell us what has de- 
veloped since, what progress has been made since that time that might 
give us some encouragement now that it is on the road to success, if 
it is, 

General Gruenruer. I would say this, Senator McClellan: What 
has happened since you were in Europe last October, as I remember it, 
our forces have increased in strength, not greatly but the progress has 
been upward. 

Senator McCue tian. When you use the term ‘our forces” do you 
mean forces of those countries that are committed to your command 
that you could fight with today? 

General Gruentuer. That is right. I am talking about “our” in 
the sense of being NATO commander. 


INCREASED AIRPOWER 


Just some of the things that have happened since that date, our air- 
power has increased rather considerably. We have replaced a good 
many of the piston type airplanes with jet aircraft. 

(Discussion off the record.) 

Senator McC.e.ian. Start with your condition as of last October 
when I was there. Let us call that 100 percent. Not necessarily in 
numbers of divisions or numbers of planes or other fighting units as 
such, but let us take that as 100 percent. Can you tell me now how 
much stronger are we 9 months later in fighting power, in defensive 
forces there, than we were at that time? How much has that 100 
percent increased since that time? 

General GrurentHer. I will give you a guess on that, Senator. 
First of all, let me tell you we tried to reduce that to a mathematical 
statement like you have mentioned, not taking the datum point you 
took in October but taking the one in December. 

Senator McCLe.tuan. That would be all right to take December. 

General GrurentHer. I am going to show you that. 

(Discussion off the record.) 

Senator McCuie.uan. I am trying to weigh this with the most in- 
formation I can get and the best intelligence possible. I am sure that 
is true with all of us. I do not ascribe to myself some motive or pur- 
pose that is not general. Now, you spoke of what the countries have 
obligated themselves to do. 

General GruentHER. Yes, sir. 

Senator McC.e.ian. How far are they behind up to this moment 
in those obligations? Their commitments? 
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General Gruentuer. You see, Senator, what they dois this. They 
get together at the beginning of each year to work out their commit- 
ment for that year. Now, we are in the calendar year 1953. They 
had a meeting at NATO headquarters i in Paris in April of this year 
and they worked out what their 1953 commitments would be. As 
far as we can tell now, sir, they are not behind those commitments, 
not at all. They appear to be working out. Here is where the prob- 
lem is going to come and the reason why I have been having such 
difficulty answering your question. They are now in the process of 
what is referred to as the Annual Review, of assessing the 1953 effort 
and deciding what they will do for 1954. The financial burdens are 
getting tougher and tougher. 

Senator McCLe.ian. For them? 

General GrurenrHer. Yes, sir. Getting tougher for everybody. 
For the United States, too. 

Senator McCuieuian. I understand. I thought you were referring 
to them particularly. You said whether they were willing to do. 

General GRUENTHER. You see, I am not speaking as a United States 
commander. I have my NATO spectacles on now and the United 
States is 1 of the 14 NATO countries for me. So the “they’’ is all 
of them, the United States and others. 

Senator McCie.uan. I am particularly interested in those besides 
us. I have a general idea what we are doing. 

General Grurenruer. I would be willing to disassociate myself 
from my NATO capacity and discuss it from our country’s view- 
point. 

(Discussion off the record.) 


FRENCH CONSTRUCTION PROGRAM PROBLEMS 


Senator McC.e.uan. It has come to me that you have problems 
with France in construction programs over there, that you are not 
permitted to make any purchases—that may apply primarily to the 
military and not MSA, that you are not allowed to make any purchases 
in excess of $300 unless you submit the program to Government 
representatives and have it approved. 

General Srewart. You are speaking of the problem that concerns 
our own forces. There has been a great deal of difficulty in getting 
something done because of an agreement along those lines. ‘That is 
not involved in this particular program, however. 

Senator McCue.ian. That is in the military? 

General Srrwart. Yes, sir; like building a pipeline across—— 

Senator McCie ian. Building -bases, and so forth? 

General Stewart. Yes, sir. But that is not part of this program. 

Senator McCuieuuan. I also understand that we cannot even em- 
ploy Frenchmen without getting clearance from some agency of the 
French Government. 

General Srpwarr. The basic agreement was that we would have 
the French Government make our contracts. 

Senator McC.ie.ian. That is what concerns me. I am anxious 
to get a dollar’s worth of service and values for the dollars that we are 
spending. My information is that that agreement we are operating 
under, which may not apply to MSA at all, is making projects, services 
over there that we are ac quiring, cost considerably more and accounts 
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for waste that could be eliminated if some better arrangements were 
worked out. 

General Gruenruer. I am sorry I do not know the answer to those 
questions. 

Senator McCuevian. I was not sure you did, but I wanted to 
report what has been said to me. 

Senator Dworsnak. It occurred to me that inflationary trends may 
be unchecked to a large extent and thus may be accentuating your 
problem in France; is that true? 

(Discussion off the record.) 


NEED FOR GERMAN TROOP ASSISTANCE 


Senator Russeiy. Every Senator is a Monday morning general in 
tactics and gets confused about military tactics. From the very begin- 
ning almost every military man that has been here before has told 
us you could not defend Western Europe without assistance from 
German troops; do you still hold that to be true? 

General GruentTHER. Yes, sir. A German contribution is essential 
to the defense of our central area. 

Senator Russe... I suppose you have discussed the possibilities of 
the French ever changing their attitude or at least implementing what 
they say is their attitude by permitting us to make German troops 
pvettable, Have you discussed that? 

General Gruentuer. I have discussed it, but I will go over it 
again. We are very strongly committed in our headquarters to the 
necessity of having German troops participate in the defense of Europe 
and every move that we can possibly make to facilitate that we are 
doing. We believe in it strongly. We believe that the EDC concept 
is a workable concept. We believe not only is it desirable militarily, 
but desirable politically, and we are doing everything possible to facili- 
tate that. 

(Discussion off the record.) 


EFFECT OF VOICE OF AMERICA 


Senator ELLENDER. General, as you have indicated, and all of us 
feel the same way, it will be necessary to have this treaty ratified 
soon. How effective is the Voice of America to get the people to feel 
that way? 

General Grurentuer. I cannot answer that very much because | 
do not think that the Voice of America is beamed largely toward 
France. They beam it largely toward the Iron Curtain countries. 
I am just not aware of the Voice programs that are beamed to France. 

Chairman Brinees. General Gruenther, it has been nice to have 
you with us. We certainly appreciate the very frank way you have 
discussed the things here. We probably will see you a little later. 

General GruentHer. Thank you, sir. 

(Whereupon, at 12:40 p. m., Wednesday, July 15, 1953, a recess 
was taken until 10 a. m., Thursday, July 16, 1953, in room F-39.) 
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STATEMENTS OF MAJ. GEN. WILLIAM C. CHASE, CHIEF OF MAAG 
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FOR FAR EAST, MUTUAL SECURITY ADMINISTRATION; MAJ. 
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TARY ASSISTANCE, OFFICE OF THE SECRETARY OF DEFENSE; 
AND SAMUEL T., PARELMAN, SPECIAL ASSISTANT TO THE 
ASSISTANT SECRETARY OF STATE FOR THE FAR EAST 


GENERAL STATEMENT 


Senator Dirksen (presiding). The committee will resume. 

Let us note for the record that General Chase, who is on duty on 
Formosa, is here as a witness this morning at the very special instance 
of the committee. The committee was anxious of course to get some 
firsthand testimony with reference to all aspects of the program in 
Formosa. 

May I say for the record, General, I am glad to see you. I should 
testify to the fact that you were most hospitable when Senator 
Magnuson and I were in Formosa a month ago. It was a very informal 
and instructive visit. You certainly disclosed to us everything that 
we thought we ought to see. So we came away with a very definite 
impression of what the picture was in Formosa. 

| presume you have a general statement or there are some things 
you might want to say generally about the picture out there at the 
present time, both on the military and economic and defense side. 
So anything by way of a general statement, formal or informal, that 
you care to present, you may present now. 

General Cuase. Mr. Chairman and gentlemen, I would like to 
make an informal statement. I would like to open by telling yeu 
that President Chiang Kai-shek, when he found out that I was coming 
back— 
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NATURE OF DUTIES 


Senator Dirksen. Before you do that, General, I wish you would 
start with your assignment to Formosa, the nature of your duties, how 
long you have been there, your associates who were generally identified 
with you in the work over there, and then we will start from that 
point on. 

General Cuase. I merely wanted to say that the Generalissimo 
specifically asked me to extend his thanks to the committee for the 
support which be has received and to give his personal assurances 
that he will continue to maintain and to use the equipment properly. 

I have been on Formosa now for 2 years. When we went out there 
in May 1951 our mission was to increase the combat effectiveness of 
the Chinese armed forces. I have now a little over 750 American 
Army, Navy, and Air Force personnel of all ranks, We feel ver 
frankly that we are making good progress. I can report that there 
has been a substantial increase in the combat effectiveness of the 
Chinese armed forces. We have been able to help them with training, 
advise, and material assistance—hardware, as we call it—for the 
army, navy, and the air force. 


TRAINING OF CHINESE TROOPS 


We accomplish this by having my assistants, whom we call ad- 
visers, on duty at the naval base, at all the air strips, and in the 
Chinese schools—that is, the military school system. Also, we have 
sizable groups of advisers at the maneuver areas where we train the 
Chinese troops, the army and air force together, conducting maneuvers. 

We have been very successful with the schools. The schools have 
been modeled after our own service schools, Army, Navy, and Air 
Force, and we find that the Chinese accept our tactical doctrines and 
our principles of staff procedure almost entirely—not completely, but 
almost entirely. Their cooperation is excellent. It took some time 
to win their confidence and to get that cooperation. But we feel that 
we do have it now, and we feel that they are benefiting very materially, 

Under the training program, we send several hundred students each 
year back here to the United States where they attend Army, Navy, 
and Air Force schools. There are not too many in Navy schools, how- 
ever —mostly Army and Air Force. 

I would like to tell you a little story that was told to me about our 
Chinese jet pilots who are going to a United States Air Force field in 
Phoenix, Ariz. A well-known senior Air general told me he stopped 
in to see how these troops were doing, and he found the Chinese stu- 
dents doing very well. This I know will please you very much. In 
this school they have quite a few French and Belgian pilots and about 
30 or 40 Chinese pilots. He told me that although a large number of 
the French and Belgian pilots had ‘‘washed out,’’ none of the Chinese 
pilots had failed and were all doing very well. 

I was very much encouraged. I give you that example to show that 
the Chinese are really working very hard at this business of trans- 
forming themselves into a moderv air force. 
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STUDENT REQUIREMENTS 


Senator ELLenpeR. What are the requirements for the students? 
Have you any yardstick? 

General Cuase. Yes, indeed. 

Serator ELLtenpER. How does it compare with our own? 

Gereral Cuase. Just about the same. In addition, the lad has to 
be able to speak our language. He is a trained pilot to begin with 
and then he must speak English. We give him a language test and 
it is very rigid. 

Senator EL.Lenper. How is your reservoir of such men? Have 
you many? 

General Cuasn. Yes, we do. We have quite a few trained pilots 
right now. However, many will have to attend schools to go through 
transition training to become a jet pilot. 

Senator Dirksen. After that performance by Major Wong, after 
we flew into the tail end of that typhoon, I was willing to believe most 
anything as to the capacity of the Chinese pilots. They certainly 
know how to handle an airplane. 

General Cuassz. I agree with you. I have been flying with them 
for 2 years—and they are “‘tops.”’ 

Serator Dirksen. I thought that was a superb performance. 

General Cuasr. Indeed it was. I might say a word or two about 
the visits of the distinguished senior Chinese officers to our country. 
We have found that this is an excellent way, you might say, to win 
them over to our policies and our way of thinking. We have had 
several of their senior people visit the United States—the admiral 
commanding the navy came over, the general commanding the air 
force came over, the commandants of several of the schools came over. 
They were all much impressed, and won over to our training ideas 
and tactical policies. We favor and plan to continue that. 


SIZE OF FORMOSA 


Senator Dirksen. General, let us try to get for a moment a com- 
pact estimate of the military picture out there? First of all, it is m 
understanding that areawise, Formosa is about half the size of Sout 
Carolina. Is that substantially correct? Maybe you have not heard 
that comparison. 

General Cuasz. I can tell you how long it is. It is 240 miles north 
and south, and 80 to 90 miles across. 

Senator Dirksen. How many people are there on Formosa? 

General Cass. Roughly 10 million. 

Senator Dirksen. That would include refugees? 

General Cuase. That would include the armed forces and refugees 
and 3 million “‘mainlanders.”’ 


REFUGEES 


Senator Dirksen. I suppose there are a million refugees or more at 
the present time? 

General Cuasz. More than that. About 3 million total from the 
mainland. 
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poate Dirksen. The overall personnel of the Army would be 
what? 

General Cuase. The armed forces, sir, are somewhere in the 
neighborhood of [deleted]. 

(Discussion off the record.) 

Senator ELLenpDer. Are there any others you can recruit? 

General Cuasz. Yes, indeed. 

Senator ELLenpER. To what extent is that being done? 

General Cuasz. It is being done to this extent, Senator. Every 
4 months the Government calls out [deleted] young, select Formosans, 
who are 20 or 21 years old, and gives them 4 months basic training. 
This is done by the Army at four camps. They get the same basic 
training that we give. United States advisors supervise and help 
where we can, although we do not have too many people to help. I 
wish we had more. We find that it is working out very well. 

These lads go back to civil life. They are not put in the Army. 
I have looked at the camps, and they are very good. The trainees 
are fine young fellows, including a lot of college graduates. 

Senator ELtenprER. They are in the reserve, I suppose. 

General Cuasr. They go back in the reserve, and it is a good 
reserve. Most of those people are native Formosans, who are, of 
course, basically Chinese. 

Senator ELtenperR. You spoke of having quite a few trained pilots. 
Have you the necessary number of navigators and other personnel 
for the planes in order to put these [deleted] pilots to work? 

General Cuasz. Let me qualify by saying that the number I gave 
included some bombadiers. 

(Discussion off the record.) 

Everyone is not at the moment ready for flying in all types of 
weather, but they are available and are being trained. 

(Discussion off the record.) 


RETURN OF CHINESE SOLDIERS FROM INDOCHINA 


Senator Dirksen. I notice by the press dispatches that a rem- 
nant of 24 or 25 thousand Chinese soldiers were either returned or 
supposed to be returned from Indochina. Is that correct? 

General Cuasxz. That is correct. 

Senator Dirksen. Have they actually reached Formosa? 

General Cuase. Yes, sir. The Chinese Navy brought them back, 
and did an excellent job of it, too. 


STRATEGIC IMPORTANCE OF FORMOSA 


Senator Dirksen. One thing I think the committee is interested in, 
and we pursued this line of questioning with Admiral Radford, was 
the strategic importance of Formosa, not necessarily as a springboard 
for a possible action against the mainland but rather its strategic 
importance in our own Pacific program. It was the springboard for the 
attack by the Japanese on Indochina. You have been there quite 
a while and have had an opportunity to assess that picture. Will 
you tell us its strategic importance? 

General Cuase. This is, of course, my own personal opinion. 
I consider that Formosa has great strategic importance in many ways. 
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First for the defense of our own country, which is really the basic 
reason that we are there spending this money and asking for more 
money next year. I believe that i ormosa with its jet air strips, with 
its harbors, and with a sizable Army that has a high potential must 
certainly stay on the non-Communist side. We would have a bad 
time, a very bad time, in the Far East if the Reds had their MIG’s on 
the Formosa air strips and had their naval units in those fine harbors. 

Second, I feel that the presence on Formosa of the Chinese Armed 
Forces is a very definite asset as a strategic reserve, again directly 
related to the defense of our country. The stronger those forces are, 
the more powerful this asset will be. As you say, it is not necessrily to 
attack the mainland, but certainly by being on this island, they have 
the potential there of going in any direction. In addition to their 
potential for defense of that island, they act as a strategic deterrent 
to the Red in any move that he wants to make in great force, say, 
into Southeast Asia. 

I feel that it is very definitely to our own strategic advantage to 
increase the combat efficiency of those armed forces, especially the 
air force. The Chinese Air Force has a high potential. However, 
they need assistance in the form of planes, electronics and equipment, 
That’s what we are asking for today. 

Senator Dirksen. How many divisions are there? 

(Discussion off the record.) 


TROOP MORALE 


Senator Dirksen. I wish you would tell the committee a little 
something about troop morale, subsistence for troops, and what you 
estimate the needs to be in order to kee xp those divisions in good 
fighting condition for any contingency that may arise. 

General Cuasze. The morale of all the troops is satisfactory to 
excellent. That varies, as does morale with any armed force organi- 
zation. It varies with the leadership; it varies with the experience; 
and it varies with the equipment which we give them. ‘This equip- 
ment we furnish has a startling effect. You can see it. You can 
sense the morale goup. It helpsagreat deal. They really appreciate 
it. 

Their physical condition is hard to describe. I say it is superb. 
All Oriental troops are tough, and these people are in superphysieal 
condition. They do things that amaze me, even though | have seen 
them do it for 2 years. They are capable of absorbing the training 
and are absorbing it. However, they do need this equipment which 
we are asking for. We have not yet received all the equipment which 
was programed in the fiscal years 1951, 1952, and 1953 programs. 
We have the specific figures. 

Senator Dirksen. What happened to the r_st? 

General Cuassg. The rest has been programed but has not arrived. 
It would be a serious blow if funds were allowed to lapse, or whatever 
the technical term is, because the reason some of it is not there is that 
there is a time lag in production and many other countries have a 
higher priority. 

Chairman Bripcres. Where does Nationalist China stand on 
priority? 

General Cuase. I think this better be off the record, 

(Discussion off the record.) 
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TROOP RATIONS AND PAY 


ee Dirksen. What about rations and pay for the troops out 
there? 

General Cuasz. The troops are paid very, very meager'y. The 
amount of money amounts roughly to one of our dollars a month. 
That is a rough estimate. That is for the lowest ranking people. 
Toe higher ones receive more but very litile, relatively speaking. 
They do receive their food and they receive an extra allowance for 
vegetables. They do have 1 or 2 other little allowances but just 
barely enough to sustain life. I would like to be most emphatic in 
stating that their Jiving conditions are very austere. It is oriental 
austerity. 

: Shs ewer Brivezs. To be efficient, they should receive additional 

General Cuase. We are helping. 

Chairman Brinces. How are we helping? 

General Cnase. We are helping directly with the food through our 
MSA funds. ‘They get 2 meals of pork a month and 2 meals of fish 
a month which we are able to help finance. That is almost the total 
protein that they get. 

Senator Dirksen. Was I correct in the estimate that I imparted to 
the committee when I got back that the average allowance of protein 
per soldier is about 28 ounces? 

General Cuase. It is about what one of our soldiers gets in a day. 

Senator ELLENpDER. It does not seem to affect them so much since 
you said they are physically in shape. 

General Cuass. They are in good shape. 

Senator ELLenper. | presume they are in as good condition as our 
soldiers? 

General Cuass. In some ways they are in better shape and in some 
ways they are not. 

Senator ELLeENpER. They are really tougher than our own soldiers. 

General Cuasz. They have a very low standard of living. Their 
sanivation measures leave much to be desired. 

Senator ELLenpsER. I was judging from the eloquent description 
you gave of them as to their physiques. 

General Cuassz. That is right. 

Se ator Ettenper. Are those divisions the same size as ours? 


SIZE OF DIVISIONS 


General Cuasz. No. Their division is a smaller division. 

Senator ELtenpsr. Are those divisions properly equipped? 

General Cuase. (Discussion off the record.) 

Senator ELtenper. And all of that will have to be done by the 
United States. They have no means of their own? 

General Cuase. They have some means which they are using. 

Senator ELLENDER. Small-arms ammunition? 

General Cuase. Yes. They make small-arms ammunition. They 
make their own mortars, grenades, and the 75 millimeter recoilless 
rifle. They have a powder plant. They do a lot for themselves, 

Senator ELtenpEr. How many divisions would you say are prop- 
erly equipped? 








MUTUAL SECURITY APPROPRIATIONS, 1954 323 


General Cuasz. Right now? 

Senator ELLENDER, Yes. 

(Discussion off the record.) 

Senator Dirksen. By equipment, you mean just material or do 
you mean packs, shoes, clothing? 

General Cuasr. Whatever they need in the table of organization. 

Senator ELLenpgER. To really equip them for combat. 

General Cuase. The equipment, also, Senator, is on a very austere 
basis. 

(Discussion off the record.) 

General Cuase. The Chinese Government does not have the money 
to purchase or to manufacture leather shoes. There is a certain 
amount of leather on the island, but there is no shoe machinery. They 
do not have the money for that. The only way they can get shoes is 
for them to come from us. However, I’m not sure the Chinese soldier 
wants leather shoes. 

Senator Dirksen. They wear a canvas shoe? 

General Cuase. Yes; like our ‘‘ Keds.” 

Senator Dirksen. What are their facilities for fabricating canvas? 

General Coase. They make it themselves. We help them on that 
in our MSA program. 

We have one army that has been equipped with shoes which they 
made, and which they are learning how to do. 


HARDWARE 


’ 


Senator Dirksen. Generai, the term “hardware’’ seems to be in 
common and accepted use in a good many areas. To be specific, and 
for the record, would you describe what is embraced in that term 
“hardware’’? 

General Cuase. Yes, indeed. By hardware, I mean artillery, 
tanks, spare parts, planes and ammunition, tools and durable goods 
of war, such as that. Does that answer the question? 

Senator Dirksen. Pretty well, I think. I thought you might be 
able to spell it out a little further so far as the m'ner items are con- 
cerned. 

General Cuase. It is motor transport vehicles, combat vehicles, 
weapons, of course, of all classes, artillery, all classes of ammunition, 
In the Navy, parts for machinery aboard ship, ammunition. In the 
Air Force, planes, electronics, spare parts, ammunition, bombs and 
those things that are in this program here which you all have. 

Senator Dirksen. Now, you might tell us a little something about 
what the materiel picture is as far as the Air Force is concerned, and 
what the needs are. 

(Discussion off the record.) 


JET TRAINING PROGRAM 


There is an extensive jet training program going on there on For- 
mosa and it is very successful. The United States Air Force has sent 
in a fine group of combat-experienced young fellows to teach the 
Chinese how to fly their new jets. They sent from this country two 
large groups of specialists to teach maintenance and electronics, and 
armament and all of those vital things that you must have. 

(Discussion off the record.) 
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Senator Dirksen. Does that include fuel? 

General Cuase. No, sir; the fuel is not inthere. We buy the fuel 
with MSA help. We furnish the POL. That is really a vital thing. 
You would not be able to fly or move a truck or a tank without it. 

Senator ELLENDER. When you say we furnish it, who do you mean? 

General Coase. Our country pays for it. 

Senator ELuenper. And it 1s not included in this? 

General Cuasr. It is in the MSA. 

Senator ELtenper. As Senator Dirksen just pointed out, you have 
a certain sum for assistance. 

Senator Dirksen. That is military. 

Senator ELLeNpDER. Where did you get your figure? 

Senator Dirksen. It is here in this book. 

Senator ELLENnpDER. It is the same figure which appears on page 63. 

Senator Dirksen. It is a figure that came from General Stewart. 

General Stewart. To clarify the record, sir, $30 million that appears 
in the military program is for what is called common-use items. 
The Mutual Security Agency has been furnishing the common-use 
items. But due to the close tie-in in Formosa and Indochina, they 
have transferred to us this year in each of those countries $30 million 
to furnish such things as POL and tie it right into the military. I 
do not think General Chase is necessarily aware of that. We are 
handling the gasoline under the $30 million, and that normally would 
have been handled by the Mutual Security Agency. 


HIGH OCTANE GASOLINE 


Senator Dirxsen. What is the estimate on the amount ofJhigh 
octane gasoline? 

General Stewart. I do not have that figure. 

Senator Dirksen. Does anybody have that figure to indicate how 
much of that $30 million would be allocated to POL? 

General Srewarrt. Yes, sir; we can get it. 

(The information referred to, being classified, was furnished to the 
committee.) 

General Cuasr. A large proportion of it, I understand. 

Senator ELtenper. Is the $30 million to come out of the appro- 
priations that we made for that particular area? 

General Stewart. Yes, sir; it comes right out of the figure that you 
have before you. It is not in addition to it. 

Senator ELLeNDER. Are there any materials of any kind that are 
furnished to Formosa that are not included in the appropriations that 
you are asking for that area? 

General Stewart. You note that there is a defense support item 
on section 2, page 63. I have nothing to do with that. That is the 
Mutual Security Agency. 

Senator Extenper. As far as you know, all of the materials and 
everything necessary to conduct the present operations comes from 
these appropriations? 

General Stewart. That is correct, sir. 
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QUALIFICATIONS OF PILOTS 


Senator Haypen. I would like to ask a question, Mr. Chairman, 
about the qualifications and background of the personnel that fly the 
airplanes. I remember during the war a very large number of 
Chinese—several thousand of them—were trained to get on and off 
the ground, and how to fly at a place called Thunderbird Field, Ariz. 
They then went back to China. Are many of those people now in 
Formosa? 

General Cuasg. Yes, sir; they are. 

Senator Haypren. They c ame over with ¢ ‘hiang Kai-shek. 

General Cuasr. They did. The Chinese Air Force was very loyal, 
generally speaking, to Chiang Kai-shek. There are many of those 
men—not all of them, of course—who are now there on Formosa. 

Senator Haypen. They were trained in the United States during 
the war and taught how to fly. 

General Cuase. That is correct, and many of them proudly wear 
our United States Air Force wings in addition to their own Chinese 
wings. 

Senator Haypren. A substantial part of that force had this American 
training. 

UNITED STATES TRAINING OF SENIOR OFFICERS 


General Cuase. Yes, sir, a large number of them. Practically all 
of their senior officers in the Chinese Air Force have been trained by 
our United States Air Force. Not only that, but they speak our 
language and wear our wings. Senator the “best buy” on that island 
is the Chinese Air Force. it i is the best selected group of well-trained 
and well-educated young men that there are in the Chinese Armed 
Forces. They were hand picked a good many years ago by President 
Madame Chiang to start the Air Fore ‘e, and it has paid big dividends. 
The IQ of the Chinese Air Force is much higher than any of the other 
services. 

Senator Dirksen. General, your observation a little bit ago with 
respect to priorities for Formosa and the fact that a certain amount 
of the items programmed have been delivered would necessarily, I 
think, raise the question of warehousing and stockpiling. Normally, 
I suppose we think in terms of a 60 or 90 day inventory. 

General Chase. Off the record. 

(Discussion off the record.) 

Senator Dirksen. Would it be desirable to build up an inventory 
there that would last a longer period of time, knowing first of all 
the difficulties of delivery, plus the fact that you have all the water 
conditions, and you have to ship a long ways from here? 

General Cuase. This program is planned on most of the equipment 
going to the troops to be used by the troops, and there is a [deleted] 
level. When the whole program has arrived there should be a [deleted] 
level of ammunition and spare parts and so forth. Does that answer 
the question? 

Senator Dirksen. I think that does. 

(Discussion off the record.) 

Senator Dirksen. You are familiar with what is before us in the 
budget figure [deleted] for defense —support, materiel, training, and 
so forth. There is in that item as General Stewart made clear $30 
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million for end-use items. That would include gasoline, of course, 
for the Air Force, which would be a very substantial item. Then in 
addition, there is an item of [deleted] for economic aid. That would 
add up to [deleted] the total asked. 

In your considered judgment, is that enough out of the whole 
amount that is suggested in the authorization bill? 1 got an answer 
to that question from Admiral Radford, and I will not tell you what 
it was, but I would like to have your opinion. 

General Cuase. The answer is no; it is not enough. The amount 
that is appropriated is a strategic decision that must be made here. 
How soon do you want these forces on Formosa ready for battle? 
In other words, Do you want them to continue purely from the 
defensive or do you want them brought up to a peak quicker so that 
if anything does happen they could be used operationally in that part 
of the world? That is a strategic decision that must be made here. 

Senator Dirksen. And you mean, of course, as a part of our own 
security. 

General Cuase. That is right. The reason for all of this money is 
the security of our country here. That is why my [deleted] people 
are there on Formosa. 

Senator Ronerrson. And you think the potential there is [deleted] 
that very great force of fighting men you mentioned off the record if 
equipped? 

General Cuass. Yes; that is right. They have a high potential. 
They take our training and advice—not everything, but a large 
proportion of it. More and more is accepted as we gain their confi- 
dence. I feel that they have a high potential. 1 will say this—— 

(Discussion off the record.) 


EFFICIENCY OF FORMOSAN GOVERNMENT 


Senator Dirksen. You have had a pretty good opportunity to 
appraise the administration of the government that exists today in 
Formosa, its budget operations and so forth. What would you say 
about the efficiency of the administration in Formosa? 

General Case. I am very happy to tell you what I think about it 
because all of us there, the Ambassador——— 

Senator Dirksen. You have been there how long? 

General Cuasr. I have been there for 2 years. I feel they are making 
every effort to give that island an honest and efficient administration. 
I do know that they are trying very hard to balance the budget. But 
we are helping balance the budget. MSA helps to balance the budget. 
MSA watches the national budget and my assistants watch the mili- 
tary budget, which is a good part of the whole business. We are 
doing everything we can. I feel that they are giving that island an 
excellent administration, certainly in that part of the world. 

Senator Ropertson. Do the natives of the island feel the same way? 

General Cuasp. The natives of the island feel this way. 

(Discussion off the record.) 

General Cuase. Law and order on the island is complete. There 
is no guerilla warfare or sniping as we have in the Philippines and 
everywhere else in that part of the world. The place is well policed, 
and well run. 
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I will say this: I have noticed that the Formosans, the natives, are 
much happier and their morale is better in the 2 years that I have 
been there than when I first went there. 


LANGUAGE PROBLEMS 


Senator Haypen. Is there a language difference between the 
native Formosan and the Chinese from the mainland? 

General Cuase. Language is one of the most difficult problems we 
have. There are—I do not know—how many Chinese dialects, 
The Formosans speak a brand of Chinese that comes right across the 
Straits. The official language of the Chinese is Mandarin, which is 
northern Chinese. Apparently every other Chinese has a dialect 
of his own. It is one of our most serious problems. 


DIETS 


Senator Dirksen. In that connection, General, it is my wnder- 
standing that the diet of the North Chinese and the South Chinese 
is very diTerent? 

General Cuase. That is right. 

Senator Dirksen. The North Chinese subsists better on wheat 
flour than rice? 

General Cuase. That is right. North of the Yangtse River the 
eat mostly noodles and the funny steamed bread they have, and all 
sorts of steamed things. People south of the river eat mostly rice. 

Senator DirksEN. Some additions, then, of wheat and edible oil 
to their diet wouid be very helpful? 

General Cuasr. We are doing that. We are helping with wheat 
and edible oils. 

Senator Dirksen. And to a degree it is reasonably good? 

General Cuasz. To a very modest degree; very austere. 

Senator Rozertson. Are you using peanut oil over there? 

General Cuasz. They grow peanuts there and they do use oil to 
a certain extent. 

Senator Rosertson. It is a mighty fine food product. 

Senator DirksENn. It seems to me to satisfy our good friend in the 
peanut area of Virginia that the whole island of Kinman was converted 
to peanuts. 

General Cuase. They cook them with garlic and they are very good. 


TOBACCO 


Senator Dworsuak. Do they have any Virginia tobacco? 

General Cuase. They have tobacco there which they grow and they 
import a modest amount of Virginia tobacco by the tobacco monopoly 
which is very lucrative financially. 

Senator Dirxsen. General Stewart, that reminds me, I think I 
ought to ask you a question at that point. In going through some of 
my notes here I notice there was a tobacco item for one of the outlying 
areas that is being helped at the present time. 

Senator Roserrson. I asked Governor Stassen about that, and 
he said there was nothing in here for tobacco. 

Senator Dirxsen. I think the item was about $600,000. 





328 MUTUAL SECURITY APPROPRIATIONS, 1954 


General Cuase. Not in ours. 

Senator Dirksen. Have you any familiarity with it at all? 

General Srewarr. No, sir. Dr. FitzGerald can tell you about that. 

Mr. Hayes. We do not have any tobacco in the MSA program for 
the Far East. 

Senator Dirxsen. Did you have any tobacco for the MSA pro 
gram in the Far East at any time? 

Mr. Hayes. I think yes. 

Senator Dirksen. How long have you been with MSA? 

Mr. Hayes. I have been in the Washington office for a year. I 
have been 2 years with the organization. 

Senator Dirksen. Where did you serve before you came to Wash- 
ington? 

Mr. Hayes. In Dun & Bradstreet. 

Senator Dirksen. No, I mean with MSA. 

Mr. Hayes. In Indonesia. I was the head of the mission there. 

Senator Dirksen. Was there at any time any tobacco in the 
MSA setup in Indonesia? 

Mr. Hayes. No, sir. 

Senator Dirksen. Was there any sugar involved? 

Mr. Hayes. No, sir. 

Senator Drrxsen. You are sure of that answer? 

Mr. Hayes. It is possible that in the commodities imported into 
Indonesia under the relief program before the transfer of sovereignty 
in the early days of ECA, when it was a dependent territory of the 
Netherlands, there may have been some sugar. But not during the 
period I was in Indonesia, or in the immediately preceding year. 

Senator Dirksen. I take it you are entirely familiar with the MSA 
program in its various aspects generally overall? 

Mr. Hayes. With the Far East program, Senator. 


SOCIAL SCIENCE ADVISERS 


Senator Dirksen. Are there any social science advisers now in 
your program in the Far East? 

Mr. Hayes. Yes, sir. 

Senator Dirksen. How many? 

Mr. Hayes. We have two men who w ould qualify under that gen- 
eral category. One is on Formosa, Dr. Arthur Raper, and one is in 
the Philippines, Dr. Robert McMillan. 

Senator Dirksen. I want to read one paragraph, Mr. Hayes, from 
an unclassified document gotten out by MSA which certainly intrigues 
me, and I think ought to be embalmed and enshrined as a classic 
example of W ashington gobbledygook. It says of the social science 
adviser: 


Serves as principal staff adviser to mission chief on matters relating to national 
and local cultural patterns as they affect success of the program. Advises on 
influences at work within the bureaucratic atmosphere of the government in the 
capital city, the influences affecting life of the people at local levels, and the 
interrelationships of these factors. Informs and advi es on such factors as dif er- 
ences arising from various cultural backgrounds in the principal population ele- 
ments, on the ways people make a living, and how these ways influence their 
everycay habits and group relationships, family organization, religious practiccs, 
and system of values, and overall attitudes and outlooks of the peop’e. Draws 
attention to organization of the country as a unit and how the areas’ socio- 
economic, ethnic, and other subcultures relate to the overall pattern and interact 
with one another. 
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What does that mean? 

Mr. Hayes. Senator, there are a great many problems of a cultural, 
psychological, or political character which affect the operation of our 
program. Weare, as you know, in many of these countries concerned 
with changing people’s technology, changing their methods of agri- 
culture, changing their public health practices, changing the curricu- 
lum in their eleme ntary schools, and soon. One of the problems when 
you are helping in this kind of a process is the different ethnic baek- 
grounds, the different cultural backgrounds, the different religious 
backgrounds of the people with whom you are working. We fre- 
quently do find that the advice of a social scientist is valuable to the 
mission chief, and to the operating members of the mission, in over- 
coming the obstacles in improving the technical practices of different 
kinds. 

Senator Roserrson. In improving their cultural background 
would one of these experts explain to them that under our law a man 
cannot have but one wife? We call that monogamy and not monotony. 


ANTHROPOLOGISTS 


Senator Dirksen. Do you have any anthropologists in the program? 

Mr. Hayes. No, sir; there is not now anyone who is a social 
anthropologist or cultural anthropologist. 

Senator Dirksen. Did you have any cultural anthropologists? 

Mr. Hayes. Yes, sir; for 3 months, and he was concerned with this 
kind of a problem. 

Senator Dirksen. You had an anthropological conference in 
Washington to which you invited a good many people; did you not? 

Mr. Hayes. We did invite cultural anthropologists, rural sociolo- 
gists, and other social scientists who had experience in this kind of 
work, 

Senator Dirksen. I thought you had three anthropologists. You 
said you had only one. I have been curious as to where they were 
and what they were doing. My notion of an anthropologist was that 
he examined the conformation of your head and lower jaw, and 
decided whom you were related to a million years ago. 

Mr. Hayes. That is a physical anthropologist, who is concerned 
with that. We are talking in our program about cultural anthro- 
pologists or social anthropologists. There is quite a distinction. 

Senator Dirksen. By the way, Mr. Hayes, will you be appearing 
before the committee again? 

Mr. Hayes. I will be available, yes, sir. 

Senator Dirksen. I do not want to belabor the thing too much 
but there are a lot of interesting things like the aeromagnetic survey 
in the Philippines that seems to have cost us a good deal of money, 
and nobody seems to know a great deal akout it. We have a domestic 
science and vocational training program going on in Thailand, which 
is costing us quite a little money. 

Senator ELLENDER. Does that come under point 4? 

Mr. Hayes. No, sir. The program in Thailand is administered by 
the Mutual Security Agency. But many of the projects which are 
carried on there, and in other countries, including Formosa, are very 
similar to the point 4 project. The Joint Commission on Rural 
Reconstruction in Formosa is exactly the same kind of thing as point 4. 
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Senator Dirksen. If this was under MSA or ECA, what difference 
would there be in this program? 

Mr. Hayes. There are aspects of our program particularly in 
Formosa and Indochina which could not be carried out, we believe, 
under the Act for International Development. I refer to the defense 
support activities, importation of commodities to generate counter- 
part for the building of roads, bridges, barracks, and other activities, 
for the control of inflation which General Chase referred to as a major 
problem in Formosa and so on. In general it is not possible to carry 
them on under the Act for International Development. 


DOMESTIC SCIENCE INSTRUCTION 


Senator Dirksen. What about teaching domestic science and 
vocational training to the youngsters in Bangkok and elsewhere 
in Thailand? 

Mr. Hayes. One of the major areas of domestic science instruction, 
Mr. Chairman, has to do with the diet of the people. Their food 
habits are traditional. They do not get the most out of their food. 
The health practices in the home is another major area. Their 
sanitary practices are a source of infection. Through working with 
families—and you work with families by workin first through the 
schools where these subjects are taught—it is hoped to improve stand- 
ards of living at very low cost, because what you are doing essentially 
is ee training and not providing supplies to raise the standards 
of living. 

Sanktoe DrrkseEn. I notice in the requisition breakdown here there 
are all sorts of funny things that have intrigued me no end. You got 
play blocks, more play jumbo blocks, $184; visualized curriculum 
series, $966; suspension files, magic dots with crayons, enlarged blocks, 
anagrams, craft weaving loom, educational clock dial, building blocks, 
colored sticks, beds, bed laces, enlarged beds, cubicle counting blocks 
a hammer and peg board, Chinese village cutouts, alphblocks and 
goodness knows what_all as a part of this program. That would not 
seem to have a great deal to do with the health of the community out 
there, would it? 

Mr. Hayes. No, sir. I am not an expert in elementary education, 
but we are concerned with improving teaching methods in the ele- 
mentary schools, as well as domestic science, which we referred to 
before. I assume these are used in improving the elementary school 
system. 

Senator Dirksen. Another thing that distresses me about this 
whole layout is that I see 1 item here of 4 cents. I do not see 
how you can make all the duplicates and carry that for 4 cents, 
let alone get delivery on the item. 

Senator ELLenpER. Mr. Chairman, this question has been raised. 
I wonder if you could do this before we go into the point 4 program. 
Indicate to us how much of the MSA funds, not included in the TCA 
program, that is used to do things or carry on programs that are 
similar to TCA. Will you do that for us? 

Mr. Hayes. It is a very difficult kind of an exercise because in 
certain kinds of projects which TCA would undertake as demonstra- 
tions, we might in a country like Formosa or Indochina, where we 
are putting in substantial economic assistance as well, do the same 
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project, but do it on 10 times the scale, because we are not limited 
to demonstration. So it is a matter of determining just how much 
of the project could be called demonstration and how much of the 
extension is not a demonstration, and therefore might not properly 
come under the Act for International Development. It is a very 
difficult exercise, but we will undertake it. 


AUTHORITY FOR PROJECTS 


Senator ELLenprR. Under what authority are you doing this? 
What in MSA gives you authority to carry on projects that are, to 
my way of thinking, along the same line as the technical-assistance 
program? They are engaged in educational work on all levels. 

Mr. Hayes. ‘The authority goes back to the original act. 

Senator ELLENpgER. I do not want to take the time of the com- 
mittee, but I wish you would give us a little memorandum where 
your authority lies, and how much money is being spent out of this 
appropriation for such projects. 

Mr. Haygs. Yes, sir. 

(The information referred to follows:) 


LEGAL AUTHORITY FOR THE MuTuAL Security AGency To Carry on TECHNICAL 
ASSISTANCE IN Formosa, INDOCHINA, PHILIPPINES, AND THAILAND 


The Mutual Security Act of 1951, as amended by Mutual Security Act of 
1952, contains the following authority for economic and technical assistance in 
those portions of Asia which are not under Communist control: 

‘Sec. 302 (a) In order to further the purpose of this act through the strengthen- 
ing of the area covered in section 301 of this act (but not including the Republic 
of Korea), there are hereby authorized to be appropriated to the President, for 
the fiscal year 1952, not to exceed $237,500,000 for economic and technical assist- 
ance in those portions of such area which the President deems to be not under 
Communist control. Funds appropriated pursuant to authority of this section 
shall be available under the applicable provisions of section 503 of this act (in 
the MSA Act of 1951, this phrase read: ‘‘under the applicable provisions of the 
Sconomic Cooperation Act of 1948, as amended’’) and the applicable provisions 
of the Act for International Development (22 U. 8. C. 1557). In addition, 
unexpended balances of funds heretofore made available for carrying out the 
purposes of the China Area Aid Act of 1950 (22 U. 8. C. 1547), are hereby author- 
ized to be continued available through June 30, 1952, and to be consolidated with 
the appropriation authorized by this section. There is hereby authorized to be 
appropriated to the President for the fiscal year 1953 not to exceed $202,778,250, 
to carry out the purposes and provisions of this subsection in accordance with the 
applicable provisions of section 503 of this act and not to exceed $118,634,250 
to carry out the purposes and provisions of this subsection in accordance with 
the applicable provisions of the Act for Internationai Development (Public Law 
535, Sist Cong.): and in addition unexpended baiances of any appropriations 
heretofore made pursuant to this subsection are hereby authorized to be con- 
tinued available for their original purposes through June 30, 1953, and to be 
consolidated with the appropriation hereby authorized.” 

In presenting its fiscal year 1953 Far East program to the Congress, the Mutual 
Security Agency presented extensive information on the character of the technical 
and economic assistance proposed for the ensuing year and the justification for 
this kind of assistance in view of the necessity to build up the economic founda- 
tions of these countries so that they could play an adequate role in the defense 
of the free world. Congress acknowledged the propriety of these economic and 
technical assistance programs undertaken by MSA both in congressional com- 
mittee reports and in congressional debates on the new autorizing legislation, 
as indicated by the following examples: 

1. Report of the Committee on Foreign Relations on i3. 3086, 82d Congress, 2c 
session, Senate Report No. 1490 (1952) pages 41-43 in which the committee states 
that ‘‘Economic and technical assistance of the kind being furnished by MSA in 
these countries (i. e. Formosa, Indochina, the Philippines and Thailand) is neces- 
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sary to forestall active Communist aggression or to prevent political disruptions 
that threaten to play into the hands of the Communists and bring mutual defense 
efforts to naught.” 

A chart included on page 43 shows the distribution of funds “by type of project” 
and indicates the specific areas of the economy that would receive technical and 
economic assistance. 

2. Report of the Committee on Foreign Affairs on H. R. 7005, 82d Congress, 2d 
session, House Report No. 1922 (1952) which states: ‘‘The programs in the first four 
of the above countries (i. e., Formosa, Indochina, the Philippines, Thailand) are 
designed to give economic support to the military aid programs which the United 
States is carrying on in them. In addition to technical assistance which forms 
only a smal! part of the total program, there are projects for economic develop- 
ment involving reconstruction and rehabilitation.’’ Provision is also made for 
“eommon-use”’ imports and joint-use transport facilities to increase and sustain 
military strength and to buttress the economic foundations under that strength. 

This is an area particularly sensitive to Communist threats, both internal and 
external. The governments are weak from the ravages of war and, for the most 
part, relatively young. It is believed that strong support by the United States 
at this juncture of their national lives will enable them to counter sccessfully 
further Communist pressures. Since there are no mutual defense programs in 
Burma and Indonesia, such technical assistance as they will receive after June 
30, 1952, will be administered by TCA” (p. 54 of the report). 

The report also states (p. 27) that “while some of the countries of southeast 
Asia have received military assistance, all of them as well as those of south Asia, 
have received economic and technical assistance. An economic aid program has 
been directed toward helping these countries establish and maintain strong, stable 
governments, increasingly able to command popular support. Such support is 
directly related to the vigor with which these governments tackle the chronic 
and basic problems of food shortages. The United States, through technical 
cooperation, consisting of services and supporting supplies, has laid the ground- 
work for the economic development of these countries.” 

Authorization for this type of activity in Asia extends as far back as 1948, when 
the Congress specifically provided for a program of rural reconstruction, including 
technical assistance activities, in the Far East area by enacting section 407 of the 
China Aid Act. This provision established the Joint Commission on Rural 
Reconstruction in China whose activities are still an integral part of the Formosa 
program. 


EstiMaTE OF AMOUNT OF AcTIVITIES CARRIED ON BY MSA Watcu Coup Bs 
CARRIED ON UNDER THE AcT FOR INTERNATIONAL DEVELOPMENT 


In fiseal year 1953, the-MSA program of $125,700,000 for technical assistance 
and economic aid (excluding common-use items) in Formosa, the Philippines, 
Thailand and the Associated States of Indochina included an estimated $24 
million for activities which could have been carried out under the Act for Inter- 
national Development. 

For fiscal year 1954, a request has been made by MSA for appropriations of 
$117 million to carry on economic and technical assistance activities in the sare 
countries, Of this total, it is estimated that some $23 million would be used for 
activities which could be carried on under the Act for International Development. 


DOMESTIC SCIENCE EQUIPMENT COSTS 


Senator Dirxsen. Mr. Hayes, my notes indicate that domestic 
science equipment cost us $330,000. Would that be about correct? 

Mr. Hayzs. I would have to refer to our records. 

Serator Dirxsen. I notice you have supplied and helped to re- 
establish the Bangkok Agricultural College. What was sent out 
includes such curious items as Emily Post’s latest book on etiquette. 

Mr. Hayus. Are these commodities procured or requested? 

Senator Dirksen. They were procured. 

Mr. Hayes. I will look into that. : 

Senator Dirxsen. Then I see you have 700 or more aluminum 
fish fry cans at a cost of $200,000, and they could not readily be 
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used, and ultimately they were marketed elsewhere. Do you know 
anything about that general item? 

Mr. Hayes. I am not acquainted with that item. 

Senator Dirksen. Do you know you acquired quite a number of 
freezers at $60,000 apiece? 

Mr. Hayes. This was in Thailand? 

Serator Dirksen. It could have been in Thailand. That I think 
was in Indonesia. 

Mr. Hayes. I do not know what kind of freezers. There were some 
freezers for fish preservation in connection with the development of 
the fishing industry in Indonesia. 

Senator Dirksen. What about those jeep station wagons to run the 
health units at $§8,009 apiece? 

Mr. Hayes. What country is that? 

Senator Dirksen. It could have been in Thailand. I would have 
to go through all my notes. I went through them a little bit last 
night to get a reasonable familiarity. 

Mr. Hayes. One of the major problems in the area is transporta- 
tion for the verious governmental services in the public-health field, 
educational ficld, and the agriculture! extension service. They fre- 
quently have ‘rained peorle, but the trained people cannot get out to 
the rural villages. And there have been some provisions for motor 
vehicles. 

Senator Dirksen. You could buy a lot of jeeps for $80,000. 

Mr. Hayes. I would have to look that up to see what was involved. 


COST OF MICROSCOPES 


Senator Dirksen. At the agricultural school in Bangkok I see you 
bought microscopes at $400 apiece, and students in the universities of 
the United States are using microscopes that cost only one-third as 
much. 

Mr. Hayes. We would have to look at what the specifications were 
in certain types of research work. They do fairly advanced research, 

Senator Dirksen. Some of these instances are in the past, but as 
Patrick Henry says, the past is a lamp that feeds for the future. 
In Burma for 1952 you waited until the end of the fiscal year before 
you obligated $514 million on what seems to be some weak programs. 
It would appear to me that wes just a rush to spend the money and 
get it obligated before it came back to the Treasury. Were you 
familiar with the Burma program? 

Mr. Hayes. I was in Indonesia at the time. I wonder if we could 
raise that question when someone who was there is here. 


MOZAMBIQUE DOCKS 


Senator Dirksen. Then there is this very interesting item of the 
docks that were built at Mozambique. You financed $670,000, 
and then after you got all through the thing did not work. My 
understanding is that Knapp, Tibbetts & Abbott, the engineers, 
got themselves $450,000 fee, and the Robert Nathan Neye Associates, 
who made, the industrial survey, got quite a chunk out of the Federal 
Treasury for an 8-year industrial program. 

Mr. Hayes. I am familiar with that particular report. That is a 
developmental program for the Government of Burma. It is not in 
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any sense to imply that the United States will provide assistance 
to carry out that program. But they did want assistance in planni 
their industrial and power development, over a period of years, me 
wanted the best American engineers. 

We followed the practice which we believe is recommended by the 
Congress to get a private engineering firm to provide that assistance. 

Senator Dirksen. Of course, the trouble is that MSA money 
chap who has gotten the fever out there could quickly come out with 
some reason why we ought to stay im there about 8 years after you 
got a good start, and have a lovely industrial survey all laid out for 
which we pay. Why did you predicate it on an 8-year basis? Why 
did you permit it, as a matter of fact? 

Mr. Hayes. As I said, this was a request of the Burmese Govern- 
ment to help them in planning the use of their own resources over a 
period of years. We felt that was a suitable type of technical assis- 
tance to provide. 


PURCHASE OF NORTH STAR STEAMER 


Senator Dirksen. Indidentally, when you come back, I hope you 
will come equipped to tell us about the purchase of that North Star 
steamer at Hong Kong for a rather round sum of $190,000, which 
was a used vessel, and of rather doubtful value, I suppose. Since 
you have been in Indonesia, you had an item of $620,000 for cotton 
sheeting for the hospital, or was that for more than just hospital 
needs? Are you familiar with that item? 

Mr. Hayes. I am not familiar with that exact item, but I do know 
we brought in substantial supplies for reequipping and rehabilitating 
the hospitals in Indonesia, which were in very bad shape after the 
fighting and the long period of occupation. 

Senator Dirksen. Were you familiar with the Philippine program? 

Mr. Hayes. I am familiar with the current Philippine program. 

Senator Dirksen. When you come back, I wish you would tell us 
about that million anda half dollars in machinery which was part of the 
$4 million request which was ostensibly to be used for approved pro- 
grams out there, and seemed to have found its way into the hands of 
small private factories and nobody knows what finally happened to it. 


FERTILIZER FOR DEMONSTRATION PURPOSES 


There was one other item of a million and a half dollars of fertilizer 
in Burma and nobody in MSA could make up their minds whether it 
was for demonstration projects or what. But a million and a half 
dollars for fertilizer for demonstration looks like a big item to me. 
I think when you folks come back you ought to come back and tell us 
about these things, because it looks like a superb waste of money and 
complete departure as far as my concept is concerned from the pro- 
rram that we thought we were purchasing. I would like to know a 
ittle more about it. 

Mr. Hayes. Mr. Chairman, could we work with your staff and get 
the precise identification of these items, because I am not familiar 
with all of them? 

Senator Dirksen. Yes, I wish you would, and run down all these 
items and get them tabulated, and let us see whether these come within 
our concept of the MSA and TCA programs. 
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Senator ELLeNpDER. And any others, Mr. Chairman, that we have 
not discovered that you are familiar with, and along the same line. 

Mr. Hayes. We will make a general statement. 

Senator ELLenpeEr. As to the full amount that is being spent for 
that purpose, exclusive of the TCA items as provided for in this 
brochuré before me. 

Senator Dirksen. General, we sort of got you sidetracked for a 
moment. 

Senator Haypen. May I ask the General a question? 

Senator Dirksen. Yes. Senator Hayden. 


HIGHWAY IMPROVEMENT 


Senator Haypen. I am speaking now of the native population of 
Formosa. What have we done there in the way of highway im- 
provement so they can get their crops to market? Do ‘they have 
better power facilities? 

General Coase. Yes. On the economic program we have helped 
the power. Through our common-use program we have helped the 
roads and the important bridges. 

Senator Haypen. What else in general has been done to improve 
the lot of the native population of Formosa? 

General Cuasz. I feel that one of the most successful aspects of the 
American effort on Formosa is what is known as the Joint Commission 
of Rural Reconstruction, which is a commission of 3 Chinese and 2 
Americans. They have, completely aided and abetted by MSA, 
rehabilitated the economic and agricultural aspects of the island. 
They have helped with irrigation, with public health, with fertilizer, 
as the agricultural college does in our great States. They have done 
magnificent work. I say that frankly as a soldier. One of the most 
successful things we have done there is the rural reconstruction—and 
at a small cost too. 

Senator Dirksen. I think you are right. First I think it was in 
good hands. Secondly, I think it was objectively handled. They 
probably made more progress in land reform on Formosa than any 
other place I know of. There was no fanfare about it. It was done 
at a minumum of expense and in close cooperation with the government. 

General Cuase. That is correct. It has been very successful. 


UNIVERSITY ESTABLISHMENTS IN FOREIGN COUNTRIES 


Senator Dirksen. I want to say to Mr. Hayes, I do not want 
to be capricious or unfair, which 1s to say of your personnel who I 
see in the field, the man who is in charge of your health program in 
Indochina, and the man who is in charge of the educational program, 
I think are excellent people. I think they have almost dedicated 
themselves to the job. But there have been a lot of bugs that have 
crept into this thing and it is our responsibility to go through it and 
unearth them, and see that it is stopped. It is even our responsibility 
more so to say that there are no requests for funds for things like that 
which are a departure from what we thought this program was going 
to be. While I am about it, I want to ask what kind of program do 
you have now under which you contract with colleges and universities 
to set up agricultural and other establishments in foreign countries? 
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My understanding is, to be quite precise, that you made a contract 
with a university in Illinois to set up in Iran, to be staffed by them 
and carried on and paid for out of MSA funds. 

Mr. Hayes. Mr. Chairman. Iran and Iraq come under the 
point 4 program and are administered by the TCA, which is now 
to be part of the new organization. We do have a similar program, 
I know nothing about the Iran or Iraq contract, but we do have a 
similar program in our countries. We are very much concerned with 
technical and professional training of engineers, medical people, 
vocational teachers and other people of that sort. We have felt that, 
because the resources of the Federal Government or the kind of 
people we are able to hire directly as United States employees were 
limited, we could do a more effective job and we could follow out the 
intentions of the Congress of using private agencies by contracting 
with American universities to work with foreign universities in im- 
proving their technical education. 


SIMILIARITY TO TCA PROGRAM 


Senator ELtenNpeR. How does the program that you handle differ 
from the TCA, which you say is similar? 

Mr. Hayes. In this case there is no difference. 

Sonater ELtenper. Why should you carry it on as well as TCA? 

Mr. Hives. Without going into the history of it, the basic reason 
is that these countries where we are working are underdeveloped just 
as TCA countries are. They have the same needs to increase their 
economic strength and their technical capacity, both to improve their 
standards of living and also to make them more effeciive as allies of 
the United States. Therefore, we have been forced into thesame 
kind of activities with part of our funds in order to develop their man- 
power resources and improve their technology. 

Senator ELLENDER. Are you operating in any of the countries in 
which the TCA is operating? 

Mr. Hayezs. No, sir.” That is part of the history. There was an 
agreement that we would have only one agency. 

Senator ELLENDER. Agreement between whom? 

Mr. Hayes. Within the executive branch, that there would be 
only one agency carrying out this kind of economic and technical 
program in any one country. Because TCA was not in countries 
like Thailand and the Philippines, we undertook the same kind of 
program. 

Senator ELLENpDER. Are you operating at all in South America? 

Mr. Hayzs. No, sir. 

Senator ELLenprEr. There are quite a few programs carried on there. 
In one of the countries the University of Michigan has quite a large 
contract with some of the colleges out there. 

Mr. Hayes. That is the Technical Cooperation Administration, as 
Iran and Iraq are. 

Senator EtLenpEr. And you are carrying on under your group the 
same kind of program as is being carried on in these various colleges 
as indicated by Senator Dirksen and myself. 

Mr. Hayes. Yes, sir. 

Senator riba General, I apologize again, and now we get back. 
I want to ask 1 or 2 questions on the budget situation. 
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At this moment, there is a reasonably stable condition in Formosa, 
would you say? 


ECONOMIC SITUATION 


General Cuasx. Right new the economic situation is plagued by 
inflation there. Frankly, the economy of the island is not as good 
as it wes @ year ago. 

Senator Dirksen. That led up to the next question. They are 
reasonably stable. But question No. 2, there is some danger, that 
if you tax their local budget too much you will inherit the kind of 
problem that beset mainland China and was an instrumental factor 
in what finally happened in China? 

General Cuasz. That is correct. As everybody knows, one of the 
greatest causes of the downfall of mainland China was inflation. 
There are two causes for this recent inflaiion on Formosa. First was 
the deneutralization which caused everybody on the island to hoard 
ri.e. The minute there is the thought or slightest threat of war in 
the Orient, the oriental hoards rice and keers it off the market. We 
do the sare thing. We hedge by buying wheat. 

The second thing that went wrong was that the world sugar prices 
went away down, and we had 800,000 tons of sugar to sell and could 
not get anybody to give them any money for it. That hurt. Those 
are the two things really that are the cause of the recent bad economic 
situation there. 

I am not an economic expert but I know that of my own knowledge. 


PROPOSED AMENDMENT REGARDING SURPLUS COMMODITIES 


Senator Dirksen. I bring you up to what I had in mind, General. 
The Senate proposed an amendment to the authorization bill for the 
disposition of surplus commodities, and it is a power conferred upon 
the President. The President can make available our surplus com- 
modities in Government inventory and take local currency in exchange. 

Now, the question is, as it relates for instance to Formosa, what 
would be the impact upon their budget if they had to provide local 
currency in order to get some oils and proteins that we have in 
inventory? 

General Cuasz. I am not an import-export expert. I would say 
it would have a bad effect because we are importing. They have 
plenty of food on that island to feed everybody and normally there 
is 180,000 to 200,000 long tons of rice to export. There is usually 
600,000 tons of sugar, and this year there was 800,000 tons of sugar, 
and no market. I am afraid I am not qualified to really give you 
a good answer to that, sir. 

Senator Dirksen. I was not thinking so much of that, General, as 
I was in terms of fats and oils, because we have 760 million pounds of 
cottonseed oil in Government inventory at the present time. 

General Coase. They could be used if there was some way to pay 
for the oils. 

Senator Dirksen. That is the point. 


NEED OF FATS AND OILS 


General Cuasz. There certainly is a demand for fats and oils. 
There is no question about that. 
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Senator Dirksen. The question is whether or not that particular 
provision of the authorization bill should have been modified some- 
what and give the President a little discretion so that in the case of 
any area where the requirement of local currency as stated in the act 
would probably undo their budget and invite an inflation and whether 
he should not have some latitude in an emergency case to make some 
of those commodities available without the requirement of local 
currency. 

Senator Smrru. I just wanted to ask if there was any chance for an 
exchange basis on the sugar and fats and oils. 

General Coase. There might be. All of that is handled by the 
MSA mission. We are only indirectly connected with it. I am a 
simple soldier, and not an import expert nor a fiscal expert, and I make 
no pretense of being one. 

Senator Smrru. General, I would not include the word “simple.” 
I would change it to “‘good.” 

Mr. Hayes. Mr. Chairman, could I just comment? Under our 
program we do import a good many goods which are sold on the open 
market. If the surplus commodities, oils and other types, which 
could be used on the island were sold on the open market, they would 
generate the local currency and would not be a demand on the Govern- 
ment’s budget. 

General Cuasn. That is the way they do with a great many other 
things. They bring them in and sell for local currency. That is 
the way we finance some of the roads, some of the airstrips and some 
of the barracks that we are building on an austerity basis for these 
troops. 

Senator Dirksen. It is a case, Mr. Hayes, of their fiscal capacity 
without endangering their budget so that you inherit the kind of 
problem that has now caused us so much trouble in the Orient. 

Mr. Hayes. If these were being brought in for consumption by 
the military and government employees, it would be a demand on 
the government budget. They could be brought in and sold to the 
general population in which case the funds would come in and would 
not be a demand on the budget. 

Senator Ettenper. As I understood the amendment to which 
Senator Dirksen refers, the currency that would be obtained from 
nee would be immediately spent for military purposes on the 
island. 

General Cuase. That would depend on a lot of things. That is 
a complicated business, sir. 

Senator Dirksen. Except of course it is a drain notwithstanding, 
because if it is devoted to either the military or nonconsumer uses, 
you get its impact upon a little country with 10 million people who 
are having some difficulty right now. 

Genera] Cuase. That is night. I would view with alarm anythin 
that would put any stress on their budget at the moment. I woul 
view with great alarm anything that would put stress on their budget. 


REQUEST FOR ECONOMIC AID 


Senator Dirksen. Are you familiar with the request that was 
made by Formosa? Do you have in mind the request they made for 
defense and economic aid and material and training? 
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General Coase. The request for [deleted] was made, I know. 

Senator Dirksen. Let me ask you, General Stewart. Do you have 
the original request that they made upon you and MSA for fiscal year 
1954? I assume people out there simply sent in a request indicating 
what their needs were in terms of dollars, and then broken down as to 
categories of items. 

General Stewart. I do not have it here. I have the program as we 
finally refined it up to this stage. 

Senator Dirksen. If you have the original request in all three 
categories, I think probably you ought to ‘submit it to the chairman 
of the committee and the staff, so we cap take a look and compare 
it with the items that are before us at the present time. 

General Stewart. Yes, sir. 

(The information, which is classified for security reasons, was pro- 
vided to the chairman.) 


MATERIAL DELIVERIES 


Senator ELLtenpER. Mr. Chairman, in that connection I notice from 
the data before us that from 1950 through 1953, a certain sum has 
been spent or obligated for Formosa. Could you tell us how much 
of that amount has been expended by actual deliveries, and how much 
is left over, and when you expect to make deliveries of the difference. 

General Srewarr. Yes, sir. If you turn to page 64, section 2, the 
top chart there shows that we have delivered material to this total 
value, in equipment chargeable to the program. 

Senator Dirksen. For how many fiscal years? 

General Stewart. Up to date. 

Senator ELLENDER. From 1950 to 1953. 

General Stewart. That is right. 

Senator ELLeNDER. So you have the difference left to deliver? 

General Stewart. We have this amount [indicating] chargeable to 
the appropriation yet to deliver which is already financed. 

Senator Ettenper. When do you expect to deliver that? 

Senator Dirksen. That is probably what General Chase would like 
to know. 

General Stewart. We are going to deliver it as fast as we can get 
our hands on it. 

Senator ELLENDER. What is the use of appropriating so far in the 
future if you can not get deliveries? That is what 1 cannot under- 
stand. Is that because some of the material that was provided for 
Formosa was diverted some other place? 

General Stewart. In effect, yes, sir. If we had a short discussion 
on priorities, you would see that. A certain number of items being 
available, even though Formosa may have an approved program for 
that item, there are other countries that have approved programs for 
the same items and it may very well go to a country of higher priority, 
and we will eventually get the item and give it to Formosa. 

Senator ELtenpeR. Can you tell us how much of this balance 
wil} be delivered in this fiscal year? 

General Stewart. I cannot tell you standing here, but I can give 
you a book showing the production on every item. It runs ito 
several hundred items. 
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Senator ELLENDER. I did not want the items so much as the amount 
of money representing these items that will be delivered this fiscal 
year. 

(The following information was submitted:) 


MSA economic aid program for Taiwan (Formosa), fiscal year 1954 
(As originally submitted by the MSA China Mission) 


Thousand 
United States 

Major field of activity dollars 
1. Public health peat. Sag tere = 4 ne alii il Sa lt $700 
2. Agricultuie, forestry, RE ge eee FARR eT ty. eis ve" 13, 075 
3. Transportation, power, other public works- - -___--....------------ 5, 970 
4. Handicraft and manufacturing, mining, other industry sed 12, 620 
5. General engineering advisory services____.............-....-.----- 690 
6. Education. ____ saetie aa witincnietine AE ttl Se BU ft set ae 400 
7. Public administration.._.__.________- ‘ els cede nd 545 

8. Other projects : een dt alle ae ote 
2. Miainsenenes of emoenial wanply: ; nc. ooo a oS ee 46, 000 

Total cost, fiscal year 1954 program (excluding direct military 

support—common-use items) hc dve: Atte lies satsds on ade cee . 80, 000 


Senator ELLtenper. It might be interesting to find out how much 
of this can be delivered this year and whether or not it is necessary 
to appropriate all of this money if we cannot get deliveries until 2 or 
3 or 4 vears hence. 

General Stewart. Mr. Chairman, since I am on my feet I would 
like to supply an answer to a question that Senator Robertson asked 
a few minutes ago. 

Senator ELLENDER. About what? 

General Srewarr. He asked how much money went into aviation 
gasoline. 

Senator ELLenpEr. Yes. 


PETROLEUM PRODUCTS 


General Srewarr. I have here information on the amount that will 
go into petroleum products. The exact amount of that that goes into 
av lation gasoline | do not have. 

Senator Et.enper. For Formosa. 

General Srewarr. Yes, sir. That is for all of the petroleum pro- 
ducts, including bunker fuel. That is the most accurate answer | 
can give at this moment. 

Senator ELtenper. Is that for the coming fiscal year? 

General Stewart. That is for the funds we are asking for. 

Senator ELLtenper. And it is included in this total amount? 

General Srewarr. Yes, sir. 

Senator Dirksen. General Chase, would you like to say anything 
more by way of summary, admonition, or recommendation? 


IMPORTANCE OF SUPPORT TO CHINESE 


General Cuasz. Yes, sir, I would. I would like to state that I 
feel that we get value received for every dollar we are sending out 
there. We watch the use and we watch the maintenance of this 
United States equipment. It is true there are many things to learn, 
but we do feel that the Chinese are making an earnest effort to main- 
tain and to use this equipment properly. I feel that it is a strategic 
bargain for our country to support the Chinese. I feel that our 
defense dollar goes a long, long way out there on Formosa, which is an 
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important strategic position and important strategic outpost of our 
country, if you please, and that we really need to do it. 

I can quote you one figure. Everything that we put in, the United 
States, everything that the Chinese ing in, comes to about 1.000 
United States dollars per man per year, which is a very low figure 
in any armed force. That is cela of the fact that the rates of 
pay are so low and the food is so simple and clothes and so forth are 
so simple. 

Senator Dirksen. General, would that be another way of saying 
that probably you could maintain 3! Chinese divisions for every 
American division? 

General Coase. It might be. The ammunition is going to cost the 
same and the weapons are going to cost the same, but the food and 
the clothes and those things are much cheaper for the Chinese. 
Also for the Koreans or any of those oriental troops. I do recommend 
that the committee take favorable action on these requests. I assure 
you for my part if I am left out there that we will see that it is properly 
handled, and we will see that the troops continue to increase their 
combat efficiency. 

I feel that Formosa is an important spot. I feel that the Chinese 
are trying hard to improve their combat deficiency. I certainly feel 
that at all costs that island must be kept out of Communist hands. 

Senator Dirksen. Speaking for myself and Senator Magnuson, 
I feel I can say to you that from our observations we thought you had 
gotten the complete confidence of the Chinese forces, including military 
and civilian, and that you have done a good job out there. You have 
made our dollars do effective work. Frankly, I think you should be 
commended for the job you have done. 

General Cuase. Thank you, sir. 

Senator Dirksen. On behalf of the committee, since you extended 
to us the felicitations and the good wishes of the Generalissimo, 
that you extend for us to him when you get back our best wishes also. 

General Cuasn. Thank you. Indeed I will. 

General Srawartr. May I answer Senator Ellender’s question about 
delivery? 

FURTHER DISCUSSION OF MATERIAL DELIVERIES 


Senator Dirksen. Yes. 

General Srewart. I hope I can give you almost everything you 
asked me for about deliveries. 

Senator ELLeENpER. Just moneywise is all I want. I do not want 
the description of the materials. 

General Srewarr. If you will take September of 1954, I will give 
you every item and there are not very many of them that we will not 
have delivered on that date that are on the approved program. In 
other words, everything on the program will be delivered by September 
1954, except what I tell you. 

Senator ELLENpDER. In value? 

General Stewart. No, sir, I do not have it in value. 

Senator ELLenpER. That will not do any good to me. 

General Stewart. We can multiply it out. 

Senator EtLenper. Could you give us that at 2 o’clock? 

General Stewart. Yes, sir. 

Senator ELLENDeR. And it will be put in the record at this point. 

General Stewart. Yes, sir. 
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Senator ELLenper. Just in round figures. 
General Stewart. Yes, sir. 
Senator Dirksen. The committee will recess until 2 o’clock. 
(Thereupon at 12:15 p. m., a recess was taken until 2 p. m., the 
same day.) 
AFTER RECESS 


DEPARTMENT OF DEFENSE 


STATEMENTS OF NAJEEB E. HALABY, DEPUTY ASSISTANT SECRE- 
TARY OF DEFENSE; MAJ. GEN, GEORGE C. STEWART, UNITED 
STATES ARMY, DIRECTOR, OFFICE OF MILITARY ASSISTANCE, 
OFFICE OF THE SECRETARY OF DEFENSE; COL. JAMES B. 
CORBETT, UNITED STATES ARMY, FOREIGN AID DIVISION, 
G-4, DEPARTMENT OF THE ARMY; COL. GEORGE S. BOYLAN, 
UNITED STATES AIR FORCE, PLANS AND POLICY DIVISION, 
MUTUAL SECURITY, DEPARTMENT OF THE AIR FORCE; COMDR. 
FRANCIS C, RYDEEN, PROGRAM DEVELOPMENT, FOREIGN 
MILITARY ASSISTANCE BRANCH, OFFICE OF THE CHIEF OF 
NAVAL OPERATIONS; R. E. O'HARA, BUDGET OFFICER, FOREIGN 
PROGRAMS, OFFICE OF THE SECRETARY OF DEFENSE; R. 
ERNST, ASSISTANT DIRECTOR, OFFICE OF NORTH ATLANTIC 
TREATY AFFAIRS, OFFICE OF THE SECRETARY OF DEFENSE; 
AND COL. J. H. CAUGHEY, UNITED STATES ARMY, OFFICE OF 
MILITARY ASSISTANCE, OFFICER OF THE SECRETARY OF 


DEFENSE 
DEPARTMENT OF STATE 


STATEMENT OF HENRY BYROADE, ASSISTANT SECRETARY OF 
STATE FOR NEAR EASTERN AFFAIRS 


(Mr. Byroade’s statement was given entirely off the record. A sup- 
ae aie han statement has been submitted and placed in the record 
eginning on p. 920.) 


Muvutrvat Security AGENCY 


STATEMENT OF DR. DENNIS A. FITZGERALD, ASSISTANT 
DIRECTOR, MUTUAL SECURITY AGENCY 


GENERAL STATEMENT 


Senator Dirksen (presiding). You are ready to fill us in a little on 
some of the questions that we asked as we went along? 

General Stewart. Yes, sir. 

Senator Dirksen. Suppose we dispose of that matter first. 

General Stewart. Very well, sir. 


FURTHER DISCUSSION OF DELIVERY SCHEDULE 


A number of questions were asked, and we did not have the exact 
information. I would like to clear up one or two of those. Just 
before the committee adjourned for lunch, the question was raised by 
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Senator Ellender as to the value of the equipment we would deliver on 
the program for Formosa. We had that in the form of items. We now 
have it in the form I think that Senator Ellender desires, and I would 
like to give it to the committee off the record, 

(Discussion off the record.) 

Senator ELLENDER. When do you expect to deliver that? 

General Stewart. The statement off the record covers about the 
end of any accurate prediction. We will deliver as quickly thereafter 
as we can, sir. The other items are things that are hard to get, some 
artillery peices, and things like that. 

These predictions, I would like to point out for the committee, 
result as follows: We make out every quarter an estimate of shipments 
which includes every item worldwide on this program by country. 
We make our best predictions on deliveries by quarters for 18 months. 
Unhappily, this morning we did not have that in money value. 

Senator ELLeNpER. Would you say that the same thing prevails 
in this instance as did, let us say, in Indochina where you had certain 
materials ordered to be shipped there but because of the priority of the 
other countries you had to take a back seat? 

General Srewarr. That is correct, sir. If you will permit me to go 
off the record, I wo ild like to give you the priorities. I gave you a 
general statement on priorities this morning. I now have the official 
priorities. If the committee desires, I would be glad, off the record, 
to tell you. 

Senator Dirksen. We will go off the record. 

(Discussion off the record.) 


STRENGTH OF DIVISIONS 


General Stewart. There was another question raised by Senator 
Smith in which she asked the number of divisions that these various 
countries had and the T. O. and E. strength of the divisions so she 
could get the approximate strength of the total forces. 

My procedure has been cleared with Senator Smith personally. I 
would like to give that off the record because particularly the number 
of divisions is a very highly classified matter. Unless the present 
committee want it, I can wait until Senator Smith is present. 

Senator ELtenper. I think it is best because she asked for it, and 
she may be here later on, especially since it will not be on the record. 
Do you want it on the record? 

General Stewart. No, sir. 

Senator ELLenNpER. Very well. She may come in here soon, and 
you can then refer to it. 

(The information was provided to the committee off the record.) 


INCLUSION OF FOOD COSTS 


General Srewart. I have one statement I would like to make. 
I believe on Formosa 2 days ago I made the statement that no food 
was included in the program. I would like to correct that statement 
by saying that in the $30 million included in the overall now shown 
for military programs, and which has been explained as being a com- 
mon use fund, I find that my statement in that respect was inaccurate. 
There is, in the common use item of $30 million, $2,180,000 for certain 
food elements for the Formosan forces. 

Senator ELLENpER. For the soldiers. 
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General Srewarr. Yes, sir, for the soldiers. It is not in the pure 
military program that I handle all the time, but I find in the common 
use program there is that item. 

Senator ELLenpeErR. I presume that this amount is used in order 
to purchase commodities that are not produced on Formosa? 

General Stewart. It provides for supplementary rations, including 
soybeans, edible oil, fish and soap for use in troop messes. 

Senator E_uenper. You heard the general testify this morning 
that all the expenses for keeping these men—the Americans on that 
island—are borne by us and not included in any of these appropria- 
tions. Am I correct in that? 

General Srewarr. In order that I may be sure I answer correctly, 
will you state that again, please, sir? 

Senator E_uexper. This morning, as you recall, General Chase 
said that there were X number Americans, 

General Stewart. Yes. 


EXPENSES FOR AMERICAN PERSONNEL 


Senator ELLenper. All the incidental expenses, that is, all the ex- 
penses of salary and food and so forth, that are necessary to maintain 
these X number of people is paid for out of United States funds, which 
are not included in this appropriation? 

General Stewart. That is correct. 

Senator ELtenper. That is all extra. It is in the category of mis- 
sions sent to other countries. 

General Stewart. It is the regular service appropriation. Is there 
any variation to that, Mr. O’Hara? 

Mr. O’Hara. The pay, sir, and the allowances of all those American 
people are paid from the military pay appropriations. The cost 
of transporting them there and supporting them there is paid from 
these appropriations, either under the training programs here or under 
the administrative expense appropriation, sir. 

General Stewart. L have one other thing, sir. We found after 
appearing before our fourth committee that it was not understood 
that we did have a great deal of detail back of everything we were 
asked for in the form of detailed line item programs for every country 
we are dealing with. We have such a program, the one we are 
defending right here, for every country for the Army, Navy, and Air 
Force, which shows every item—and its cost—that we are asking for. 
I wanted to be sure that this committee understood that we were not 
speaking in generalities except to the extent that you want us to. 
We do have the details of every program. 


OFFICIAL NAME OF PROGRAM 


Senator Dirksen. What is the official styling of this document? 

General Stewart. This is the Army Materiel Program, Fiscal 
Year 1954, for MDAP. We have one for the Navy and one for the 
Air Force. 

Senator Dirksen. The reason I ask that question is this: You 
know, of course, how this authorization bill is drawn. The amounts 
are appropriated to the President, and they are appropriated en gross. 
Suppose some member of the committee wanted to modify any one 
of these items, to diminish it in the case of a given area, or to inerease 
it in the case of a given area. A proviso in the appropriation will 
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divulge certain facts which we would not want to have fall in the 
hands of other people. There would have to be a point of reference 
there almost in this fashion so that the proviso would say, ‘Provided 
that X dollars or a percentage is taken from the amount set forth 
in a given document for that purpose.’’ I think we ought to have the 
official styling of this document, because that is about the only way 
that you can refer to it without making a disclosure. 

Mr. Hatasy. These documents have been made available to 
the staff of the committee. What we did was to take the data out 
of those documents and many others, and put them in the big book 
on these single sheets where we tried to summarize everything in all 
these programs as simply as we could here for the committee’s use. 
But those are available to the committee staff. 

Senator E.Lenper. I presume in making up your totals, you 
allocate so much for each country. If we should desire to raise or 
reduce the amount, as the Senator says, how would we do that? 

Mr. Hatasy. The authorizing bill for each of the regions, that is, 
title I for Europe, the title for the Near East, Africa, and so on, sets 
an authorized amount. Within that we have presented some illus- 
trative programs. In other words, those books that General Stewart 
was referring to illustrate what we intend to do with the funds if you 
make them available. 


EFFECT OF REDUCED APPROPRIATION 


If, for example, you should reduce the program by $300 million, 
we would then have to go back and reduce the whole by $300 million 
by reducing individual countries and projects by that amount in toto. 


Senator ELLeNprER. As Senator Dirksen points out, though, it may 
be that we would want to leave Formosa as it is, and maybe raise it 
$100 million, and take it off somewhere else. How could that be 
accomplished without exposing our action? 

General Srewart. I believe you could refer to the official document 
for the particular defense program in each country. There is a 
sheet—— 

Senator ELLENDER. We would have to name the country. 

General Srewarv. No, sir. If you refer to the section and sheet 
number for the program shown, for us it will be sufficient. 

Mr. Hauasy. I think what the Senator is getting at is how would 
they in the appropriation bill enact a provision that would raise one 
country and lower another. Is that not the burden of your question? 

Senator Dirksen. Yes, or for instance, in section 304, as amended, 
in section 201, chapter 2, you have, “Not to exceed $400 million for 
procurement of equipment, material, and services for the Associated 
States.”” As was developed in the testimony, that is not the whole 
story. In other words, there are available balances for one thing. 
There is the material item, and there is the economic item which I will 
say for the record adds up to X dollars. 

Suppose, however, a member wanted to actually either in committee 
or on the floor—and you have to be mindful of your floor members 
as well—would say not to exceed X dollars appropriated herein shall 
be used for any purpose for the Associated States. 

* The minute he does that, what you have done is to set an outside 
target to indicate that anybody who can intelligently read an appro- 
priation bill, ‘Look, you are going to spend so many dollars over there 
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and no more.”’ That is a clear tipoff, of course, as to the maximum 
end of the program. 

General Srewarr. I think our legal people could draft a proposal 
for you to cover that, sir. 

Mr. Hauasy. The problem, of course, Senator, is to tip off exactly 
what is going to whom and thereby reduces any kind of negotiating 
ability we have. For example, in some of these countries, we want to 
use the aid that you may provide so as to get them to increase their 
contribution. So we do not like to divulge, and never do until we 
have gone through a process both in NATO and outside. 

The second problem is that it makes it very rigid to administer the 
program when for each country an amount is exactly specified. I 
think for those two reasons, and others, each year you have appro- 
priated, but you have pinned it down to an area, and you have divided 
it between economic and military, but you have not done it by country. 
I believe it could be administered more effectively that way. 


DELIMITING PROVISO 


Senator Dirksen. I just want to be sure that we did not get into 
difficulties. Drawing a delimiting proviso for any kind of appropria- 
tion bill is the easiest thing in the world, and I have drafted hundreds 
of them. But you have never been up against this question of dis- 
closure. I want to be very sure that as the thing proceeds, amend- 
ments will no doubt be submitted, both in subcommittee and full 
committee, and then I have an idea some amendments will be sub- 
mitted on the floor. But in every case we ought to be sure so that 
one can go to a member and say, ‘Look, if this is what you want to 
do, before you submit that amendment, I suggest that we sit down 
for a moment and revise it so it will not reveal anything that should 
not be revealed.” 

General Srewart. May I suggest again, sir, that we ask our legal 
people who deal with this bill all the time to draw up a proposal for 

ou? 
Senator Dirksen. I wish they would. I wish they would draw 
some simple language that would permit raising or lowering amounts 
without disclosure. 

General, I have not seen that particular book, MDAP. I asked the 
staff, and they were not clear whether that was submitted or not. 
Has any member of the staff had this? I understand we have 3, and 
all 3 have to be referred to. 

General Stewart. Yes; if you want the exact detail. 

Senator Dirksen. I would suggest we orient these by their exact 
nomenclature as used by Army, N avy and Air Force. 

Senator ELLtenper. | wonder if it could not be accomplished this 
way. Suppose we should decide to lop off so much money from the 
bill, and then later indicate the Army, Navy, or Air Force by letter 
as to what it includes. That would not have to go in the report or the 
bill, but would it not facilitate matters? 

General Stewart. I can assure you, Senator, it would be followed 
to the letter. 

Senator Dirksen. Now, General, have you finished up with the 
clearing up of the questions? 
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General Srewarr. Yes; except when Senator Smith comes back, 
I had an agreement with the Senator to give her certain information 
she asked for off the record. 1 see no point in giving it unless she is 
here. 

(The information referred to was provided off the record to the 
committee.) 

Senator Dirksen. Yes. 

General Stewart. I am ready now, if the committee agrees, to 
proceed country by country with a description of the program. 

Senator Dirksen. If you will bear with me for a few moments, 
there will be some questiors on certain items of the bill. Now we 
will go completely off the record for a moment. 

(Discussion off the record.) 


GERMAN DEFENSE SUPPORT 


Senator Dirxsen. Dr. FitzGerald, tell us about this $15 million 
item for fiscal 1954 for Germany, styled ‘‘Defense support.’ 

Dr. FrrzGeratp. That item, Mr. Chairman, is solely for the pur- 
pose of providing modest supplementary help to the German Republic 
in its handling of the refugees that are flowing from back of the Iron 
Curtain into Germany and have to be absorbed into the economy, 
trained, located in jobs, located, housed, and provided for. That is 
the sole purpose of that item. 

Senator Dirksen. How much of it is personnel? 

Dr. FirzGeraup. That is all commodities or equipment which 
would be needed for refugee purposes. 

Senator Dirksen. No American personnel? 

Dr. FirzGeratp. There are no American personnel in this item. 
It is program assistance and compares to last year’s item of $83,600,000. 

Serator Dirksen. Off the record. 

(Discussion off the record.) 

Senator Dirksen. Dr. FitzGerald, what about the $20 million? 

Dr. FirzGerratp. The $20 million represents a gradual phaseout of 
the program that we started to support the economy immediately 
after the end of the war, and compares with $80 million of program 
fiscal 1953 and $179 million of aid in fiscal 1952. 

Senator Dirksen. What are the major categories of expenditures? 

Dr. FirzGrraup. The major categories of expenditures anticipated 
in that $20 million for Greece will be bread grains, petroleum, and ma- 
chinery and vehicles, primarily repairs and replacements for machinery 
already in the Greek economy. 

Senator Dirksen. Machinery for civilian use? 

Dr. FrrzGeraxp. Yes; this is civilian use. 


RHONE RIVER DEVELOPMENT 


Senator Dirksen. This is a good time for me to ask you this ques- 
tion. What is the present status of the Rhone River development in 
France? 

Dr. FirzGeraup. We have no commitments there. We have made 
no allotments of counterpart to the Rhone River development since 
fiscal 1952 at the latest, and maybe fiscal 1951. 
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Senator Dirksen. Are we actually disengaged from that project 
now? 

Dr. FrrzGeravp. Yes, sir. That project is of course going forward 
slowly with French resources and French contributions, 

Senator Dirksen. What are the largest machinery commitments 
made on an integrated plan for any country? 

Dr. FivzGerauip. Turkey would be the largest, sir. 

Senator Dirksen. Involving how much? 

Dr. FrrzGuravp. $30 million. 

Senator Dirksen. Why should we not insist that before you make 
that kind of commitment that you send all the details and overall 
costs, including every component, and submit that to the Congress 
while it is in session, and the Clerk of the House and the Secretary 
of the Senate when it is not in session, and at least 60 days elapse 
before the commitment takes effect. Is that not a good idea? 

Dr. FrrzGeratp. We could do it, sir, if the committee desires. 
We do not, of course, commit these funds all at one time. We make 
them available through the issuance of procurement authorizations 
periodically throughout the year as we are satisfied that the legiti- 
mate and proper requirement exists. 


ROAD BUILDING EQUIPMENT FOR TURKEY 


In the case of Turkey, which is the largest machinery and equip- 
ment item we have left in the program for next year, most of the 
proposed use is for roadbuilding equipment and railroad equipment, 
both of which, of course, serve as a military purpose in Turkey, as 
well as an economic purpose, as you know, Senator. 

Senator Dirksen. It would not materially decelerate your program 
or impair your program any if there was a 60-day hiatus so that 
through the authorities in Congress we at least had a look at the 
details and could get up on our hind legs and criticize a little if we 
were so disposed. 

Dr. FrrzGeravp. Sixty days we would consider undesirable. It 
would decelerate the program appreciably. If some shorter period 
on which it would lie on the table for the committee would be satis- 
factory we would of course much prefer that. Some of it is fairly 
urgent requirements. 

Senator E.tenper. Would you consider this $20 million purely 
economic aid? 

Dr. FirrzGrrap. It is defense support, as we call it. 

Senator ELLenper. What is the difference? That is what I want 
to find out. You are giving it another name. Before that it was 
economic aid. How does it differ from what you did in the past? 

Dr. FirzGeravp. It differs mechanicaily in no way at all from 
what we did in the past. The purpose served is different. The 
purpose served here is not solely our interest in developing 

Senator ELLenper. But you are doing the same thing and you 
hope it will be for another purpose, is that it? 

Dr. FirzGerautp. May I put it this way as a comparison. We 
may take a ride from Chicago to Philadelphia. We may go the 
same way over the Pennsylvania Railroad for fun or for business. 
We may go in a brown suit or we may go in a Palm Beach suit. 

Senator E.Lenper. Or you may wear a wig one time and not the 
other. What is the point? 
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Dr. FirzGrrauv. The point is that in the case of aid to Turkey 
this year 

Senator ELLenpgER. Greece is what I am talking about. 

Dr. FirzGreravp, The same thing is true about Greece. May I 
just interrupt long enough to say that these equipment figures that 
the chairman asked about were Turkey and not Greece. You 
understoed that? 

Senator ExLenper. | understand that. 1 asked about the $20 
million for Greece. 

COMMODITIES TO GREECE 


Dr, FirzGeravp. In the case of Greece, the $20 million will be used 
to pay for purchases in the United States of the same kinds of com- 
modities that were purchased in earlier years. The purpose will be 
to provide the Greek economy with those goods. The Greek economy 
in turn will use the counterpart developed from those goods in part 
to expand or support its military establishment, and in part to invest 
in economic projects in the country. 

Senator ELtenper. Greece, however, will get the same benefits 
from this as it did under the other. 

Dr. FirzGrravp. That is correct. 

Senator ELLenper. The only difference is in the use of the counter- 
part funds. 

Dr. FivzGrrarp. That is correct. 

Senator Dworsuak. Can you tell us briefly what Greece has done 
on her own account for military defense? 

General Stewart. Yes, sir. They have largely contributed men. 

Senator Dworsnak. I mean financial contributions of any kind for 
the military forces. 

General Srrwarr. Yes, sir. That is Dr. FitzGerald’s question. 

Dr. FrrzGrraup. Greek defense expenditures for its own military 
establishment in fiscal 1953 run $206 million, of which over half was 
for personal services paid. The balance was for operations and con- 
struction with practically none for material. 

Senator DworsHak. Or equipment of any kind. 

Dr. FirzGeravtp. Or equipment. $2 million is our estimate for 
major material expenditures by the Greek Government for its own 
forces. 

Senator Dworsuak. Does that include improvement in the mili- 
tary aspects of Greek defenses? 

Dr. FivzGerald. Yes, sir. In 1950 the Greek defense expenditures 
for its own establishment were $124 million. In fiscal 1951, $172 
million. In fiscal 1952 and 1953 both, just over $200 million. 


GREEK INFLATIONARY TRENDS 


Senator Dworsuak. Do they have serious inflationary trends to 
cope with? 

Dr. FirzGeratp. They had up until 18 months ago, Senator. In 
the last 18 months, the Greek Government, particularly the new 
goverument under General Papagos, has done a very effective job 
in controlling the internal inflationary spiral, and is beginning to 
balance the budget. As you kaow, they devalued the drachma by 
about 100 percent about 6 weeks ago. ‘They are now in the process 
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a developing a budget which they hope to have fairly well balanced 
this year, 

Senator Dworsnak. Is the internal tax status improving? 

Dr. FrrzGeravp. It has improved some, It is not as satisfactory 
as we think it should be. 

Senator Dworsuak. I read a series of articles in a Philadelphia 
newspaper indicating that there were many millionaires made as a 
result of our expenditures made in the past 6, 7, or 8 years. Do you 
know anything about that? That is because they do not have an 
equitable tax system in Greece. Did you happen to read those 
articles? 

Dr. FrrzGeratp. No, I have not, but I have seen the same kind 
of statements made. There is this much merit, Senator Dworshak. 
To the extent that the American economic aid has contributed to 
the economic development of the country and made for markets and 
provided raw materials, certain businesses in Greece have undoubtedly 
done better than without the aid. There is no question about that 
at all. It is true that the tax system is not what we would consider 
an equitable one. The Greek entrepreneurs who have made legiti- 
mately large incomes and profits have kept most of it. 

Senator Dworsuak. It is not a very desirable situation insofar as 
the American taxpayer is concerned. We are willing to help stabilize 
the Greek economy, but it seems to me that we ought to insist on the 
same treatment over there as far as taxes are concerned for the Greek 
taxpayers as we are demanding from the American taxpayer. Would 
you not agree with that? 


GREEK PER CAPITA GROSS NATIONAL PRODUCT 


Dr. FrrzGurap. Yes, sir, I would. First of all you will know, I 
am sure, that the per capita gross national product m Greece is only 
around $300 as compared with our $2,200. 

Senator Dworsnak. At least the part that is on the record. There 
is probably some off-the record. 

r. FrrzGeravp. On the gross national product basis, I think we 
have it fairly well estimated. 

Senator DworsHak. Does that include the shipping industry? 

Dr. FirzGeraup. Yes, sir, Their tax collections are just under 20 
percent of their gross national product. In the United States our 
tax collections are a little over 26 percent of our gross national prod- 
uct. In the case of France, for example, tax collections are 31.4 per- 
cent. There is room for improvement. 

Senator ELLenper. In answer to a question by Senator Dworshak, 
you said in 1953 Greece spent for military purposes $206 million? 

Dr. FrrzGreravp. Yes, sir. 

Senator ELLeENDER. How much did we contribute to Greece in 
that same category? 

Senator Dworsnak. For both economic and military aid, you mean? 

Senator ELLENDER. Just military. 

(Discussion off the record.) 

Senator ELLeNpER. What is the total amount you mentioned off 
the record? 

General Stewart. That is the amount we asked Congress for in 
1953 for military assistance to Greece. 
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Senator ELLENDER. Did we provide it? 

General Stewart. We have not delivered all of that. 

Senator ELLenpER. We have appropriated it for that year? 

General Stewart. Yes, sir; that is what you gave us. 

Senator ELLenpgER. So had that been expended, we would have 
contributed to the Greeks over 50 percent of the amount of their total 
military outlay? 

General Srewart. That is right. 

Senator Dirksen. We could save a lot of time on that item if you 
made a check with these countries on it, showing the United States 
aid program, the amount to be adduced by the country in question, 
the percentage that the United States aid is of the program. You 
cannot put that on deliveries, but you could put it on the program, 

General Stewart. The percentage that the United States aid is 
of the Greek contributions, itself? 

Mr. Hatasy. What you would like is the United States aid program, 
United States aid shipped, and the proportion of each to what the 
country is doing to the whole program? 

Senator Dirksen. To any amount contributed by the country in 
question. We have had that question up many times and we have 
belabored it a good deal. 

(Discussion off the record.) 


DEFENSE SUPPORT FOR ITALY 


Senator Dirxsen. Dr. FitzGerald, what about the $57.5 million 
for the defense support for Italy? 

Dr. FrrzGuravp. That consists of two items. <A requested carry- 
over of $37.5 million for the development of the aircraft production 
program in Italy, and $20 of residual economic defense support aid 
primarily for southern Italy. Last year that assistance to Italy ran 
$102 million, and the previous fiscal year 1952 $162.5 million. 

Senator Dirksen. What is the general nature of that residual 
$20 million? 

Dr. FirzGeraup. Around $15 million worth of cotton and $5 million 
worth of machinery and equipment, primarily for mining development 
and road construction in southern Italy. The cotton, of course, will 
be needed as a major import into Italy. The counterpart will be 
used to help finance the expanded small industries in southern Italy 
where you have really the depressed part of the Italian economy. 

Senator Dirksen. Do you have a sheet in the case of every one of 
these countries showing a breakdown of these item, as to machinery, 
consumable goods, durable goods, housing, in reasonable detail? 

Dr. FrrzGreravp. In major categories they are all in this budget 
book. If you care to turn to page III-31, if that is enough detail, 
you will have it there. If not, we can expand it. 

Senator ELLeENpDER. You mean it is all in this book? 

Dr. FirzGrerawp. Yes,sir. Page ITI-—31 on the lower block, mutual 
defense financing, you will see for the 2 years, cotton for fiscal 1953 
was $38.1 million. 

Senator Dirksen. You do not have to varticularize. Cotton, coal, 
petroleum, nonferrous products, aircraft, and other. Tell us some- 
thing about coal. Is there no coal there? 
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INCREASED EUROPEAN COAL PRODUCTION 


Dr. FrrzGeraxp. No coal from the United States contemplated in 
fiscal 1954, sir. The European coal production has been increased 
steadily. Italy will need substantial coal imports and expects to be 
able to get them from the Ruhr and the United Kingdom in fiscal 
1954. 

Senator Dirksen. Is that $12 million in coal that can be taken out? 

Dr. FirzGeraup. That was fiscal 1953. 1 am sorry it is not too 
clear. It is zero coal for 1954. 

Senator Dirksen. You bracket the cotton for fiscal 1953 and 1954 
and you show coal only as one bar. So there is no coal in 1954. I 
see. There is a zero there. Is that meant to be 1954? 

Dr. FirzGeravp. Yes, sir. The upper bar is fiscal 1953 in each 
instance, the lower bar where there is one is fiscal 1954. 

Senator ELtenperR. How about the carryover of the $37.5 million? 
Will that be used in the same way? 


ESTABLISHMENT OF AIRPLANE iNDUSTRY IN ITALY 


Dr. FrrzGeraup. No, that is definitely earmarked as the second 
phase in the establishment of an airplane production industry in Italy. 

Senator ELLENDER. To be privately owned? 

Dr. FirzGeravp. Yes. 

Senator ELLeENpER Why should we finance that? 

Dr. FirzGrraup. We are financing part of the expansion—the 
dollar costs—of that industry, and not the local currency cost. The 
local company, the company itself, is putting up a substantial portion 
of the original costs in lira. 

Senator ELLENDER. What are we getting in return from that private 
company? 

Dr. FirzGrratp. We expect to have that private company produce 
in 1954 fiscal some 250 modern planes. 

Senator ELLENDER. Are we to be repaid for the amount of money 
that is being advanced to this privately owned company? 

Dr. FirzGeraup, We will not be repaid, sir, no. We will get the 
airplanes. 

Senator ELLenper. In other words, this company is being given 
so much money from the United States Treasury and all profits that 
they make are theirs? 

Dr. FirzGeraup. We are giving them money, or making the money 
available to the Italian Government, not directly to the plane company. 

Senator ELuenper. I know; what did you mean a while ago when 
you said that it was going to be transferred or used for the benefit 
of a privately owned concern? 

Dr. FirzGreraup. If I said for the benefit of the privately owned 
concern, sir, | was in error. The machine tools, for example, about 
$10 million of this total of $37.5 million is now anticipated will be used 
for the purchase of machine tools in the United States. 

Senator ELuenprer. To be transferred by the Italian Government 
to a privately owned concern? 

Dr. FirzGeraup. To be available through transfer or sale to the 
privately owned company to produce planes. 

Senator Dirxsen. Off the record. 

(Discussion off the record.) 
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Senator Dirrsen. There is nothing you need to say especially about 
Luxembourg, Dr. FitzGerald. 

Dr. FirzGeraup. That is right, sir. There is no program for 
Luxembourg. 

Senator Dirksen. No economic aid goes to Holland, Dr. 
FitzGerald? 

Dr. FirzGeratp. No, sir. 

(Discussion off the record.) 

Senator Dirksen. There is no defense support for Norway? 

Dr. FrrzGeraup. No, sir. 

Senator Dirksen. Why do we have to use the term “defense 
support”? Why can we not say it is economic aid? 

Dr. FirzGrraup. Economic aid in support of the defense effort. 

Senator Dirksen. In the last analysis it is ecorfomic aid to the 
economy of the country. 

Dr. FirzGrravp. Yes, as I think you could say in the last analysis 
a gun is economic aid in the same sense. 

Senator Dirksen. It has a military attribute that would dis- 
tinguish it from a lathe or a drillpress or a hacksaw. 

Dr. FrrzGeravp. If a lathe or a bushel of wheat, Senator, is so!d 
in France, and the francs are used to buy a gun with in France, you 
have just as much of a contribution to the military establishment of 
France as if you buy the gun in the United States and ship the gun 
itself over there. 

Senator ELLENDER. But that was the purpose of the Marshall 
plan, to put them in the position where they could do all of this. 

Dr. FirzGrravp. That is correct. 

Senator ELtenper. All that has been done here was to change 
the name of it to probably make it a little more palatable to us. 
It is the same program. 

Senator Dirksen. Off the record. 

(Discussion off the record.) 

Senator Dirksen. Dr. FitzGerald, there is no economic aid for 
Portugal of any kind whatsoever. 

Dr. FrrzGerap. No, sir. 

(Discussion off the record.) 


CARRYOVER FUNDS 


Senator Dirksen. What is the item of $85 million? 

Dr. FirzGeraup. There is proposed $85 million, Mr. Chairman, 
consisting of $10 million of new funds and $75 million carryover funds. 
The $75 million of carryover funds for economic purposes, and $50 
million carryover funds for military purposes represent the $125 
million which the Congress has heretofore appropriated, but which 
the Executive has not yet obligated or spent since the agreements with 
Spain have not yet been completed. 

(Discussion off the record.) 

Dr. FirzGrraup. This shows that of $62.5 million which the Con- 
gress authorized us to loan Spain, that has been lent and obligated by 
the Spaniards for the purposes shown by the upper part of the chart. 
The $125 million is funds which Congress has appropriated for both 
military and economic assistance, none of which has been spent or 
obligated since we have not yet gotten these agreements. 
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Senator Dirksen. Are you familiar with the terms of the loan for 
their capital development? 

Dr. FrrzGeraxp. In general, I am, yes. 

Senator Dirksen. Is it an interest-bearing loan? 

Dr. FirzGerap. Yes, sir. 

Senator Dirksen. For how long? 

a FrrzGrraup. Approximately 20 years, but I can put it in the 
record. 

Senator Dirksen. Just so we have a general idea. 

; Dr, FrrzGeraup. At regular 3%-percent interest; it is a repayable 
oan. 

Senator Dirksen. I do not want to renew questions about per- 
centages because you are going to furnish the sheet so the members 
can get the idea-of what the ratio is between our contributions and 
theirs on military items. 

(Discussion off the record.) 


FURTHER DISCUSSION OF DEFENSE SUPPORT FOR TURKEY 


Senator Dirksen. Dr. FitzGerald, what about the $50 million for 
the defense support in Turkey? While we talked about that $30 
million for machinery a little while ago 

Dr. FrrzGrraup. That is correct, $10 million for petroleum prod- 
ucts, primarily for jet fuel, and another $10 million of miscellaneous 
commodities including some industrial equipment and machinery 
for processing agricultural products for export, including grain han- 
dling equipment. 

, (Discussion off the record.) 





DEFENSE SUPPORT FOR YUGOSLAVIA 


Senator Dirksen. Dr FitzGerald, there is $45 million for defense 
support for Yugoslavia. 

Dr. FirzGerap. Yes, that compares with $121,750,000 in fiscal 
year 1953. 
' Senator Dirksen. Is that $2,600,000 for bread grains? 

Dr. FirzGeravp. Yes, sir. 

Senator Dirksen. What is the harvest condition like over there? 

Dr. FirzGrratp. Quite good. Very much better than last year. 
Last year you will notice there was $42 million bread grain imports 
from the United States under the mutual financing. This year the 
crop prospects are good. We should largely be able to produce the 
food grains they need with a modest volume of imports, and they 
hoot be able to produce all the coarse grains. Last year they had to 
import corn. 
. Senator Dirksen. What makes up the fats and oils item? 
* Dr. FirzGeravp. Those are edible fats and oils, soybean oil, peanut 
oil, cottonseed oil. 

Senator Dirksen. Then you have $17 million for cotton. 

Dr. FrrzGeravp. Yes, sir. 

Senator Dirksen. That was a big item for ocean freight, $9,953,000, 
which is now down to $1,300,000 for 1954. 

Dr. FirzGerap. Yes. 

(Discussion off the record.) 
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Mr. Hatasy. Mr. Chairman, this will be on the record. I would 
like to give to your staff six sets of tables and to each member of the 
committee. I am sorry to say that it is classified, but the first three 
sheets are unclassified and can go into the record. I will try my best 
to advise the reporter when it really must be off the record. 

Senator Dirksen. Very well. 

Mr. Hatany. The main problem in security is twofold. One is 
that we do not want to advise the Russians what we are getting from 
what place, because it would be a target for sabotage, and attack, 
and secondly, we cannot preserve our negotiating position so that 
we may get the best prices in these countries. 

This program was conceived about 18 months ago and it was initi- 
ated by Mr. Lovett, a banker, and Mr. Foster, a production man, and 
it is now being carried on by Mr. Wilson and Mr. Kyes, who are 
two of our greatest production leaders. 


OBJECT OF PROGRAM 


The object of the program is to take some of the items which you 
have been going through here off the end item program and instead 
of buying them here in the United States, buy them in Europe and 
and in Japan and Formosa for three purposes. . 

The first purpose—and we call these triple-duty dollars—is to get 
the items. To get good equipment at a reasonable price and at a 
reasonable time, and have the end items available. 

The second purpose is to build up a minimum kind of mobilization 
base of items that would be consumed in high quantity in the first 
months or year of a war on the spot. So the second purpose is to 
help them build up a mobilization potential. 

The third reason, and an incidental reason, is to provide them with 
some economic resources and benefits that might otherwise have to 
go through the economic-aid program. So we call these the triple- 
duty dollars because they are serving three purposes. 

(Discussion off the record.) 

Mr. Hatasy. Senator, I would like to accomodate you to the 
maximum here. Do you intend to adjourn around 5:15 or 5:30. If 
you will tell me how much time I have, I have two presentations to 
make, this offshore procurement, and another. 

Senator Dirksen. Let us take 5:30 as the target. 

Mr. Hatasy. Just for the record, the Senate Foreign Relations 
Committee hearings on this, pages 318 to 354, are very extensive with 
a lot of charts and backup data. The House Foreign Affairs Com- 
mittee hearings on this subject pages 437 to 490 are also available. 
The definition of this kind of procurement is end items that are 
authorized and appropriated for, and approved from this program 
that General Stewart has presented to you, and procured off the 
United States shore. That is why it is called “offshore procurement.” 

Senator Dirksen. Why do they use the term end items? Is that 
a distinction from semifinished goods? 

Mr. Hauasy. Yes, sir, exactly. 

Senator Dirksen. It is a completed product or completed unit? 

Mr. Hauasy. Exactly. We wanted to emphasize it. Instead of 
providing a lot of pieces and components, it is a completed unit. This 
end item program that we talk: about is largely hardware and com- 
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pleted end items that are not pieces and parts. There are many 
reasons for this program. 

I listed 10 of them in the Senate hearings. The first three are to get 
the items, to build up a mobilization base, to provide dollar benefits. 
The fourth is to reduce the packing, handling and crating and trans- 
portation costs, because it is largely built on the ground. We build 
up some skills over there that can carry through. We get some 
correlated production programing going. 


AIRCRAFT PRODUCTION OF NATO COUNTRIES 


All NATO countries are involved in planning aircraft production 
in Europe. As the result of a correlated plan with the American, 
British, Dutch, the Belgians, the Italians, we have now in production 
over a thousand aircraft and our contribution to that is less than 
$300 million. 

There is matching and reducing the number of types down to 
three types primarily. The result is a multiplied use of these dollars 
through this correlated program. We are trying to do the same thing 
for ammunition. We have Colonel Rockwell over there this week 
working on that very problem. So we can get for a dollar’s worth of 
ammunition contracts more than a dollar’s worth of total production. 

Senator Dirksen. Is there an average figure to indicate what the 
percentage of the ocean freight, packing, crating, handling and so 
forth, is of the total delivery. 


AMMUNITION 


Mr. O’Hara. It varies somewhat, Mr. Chairman. It runs from 
5 or 6 percent to as much as 12 percent on the value of the delivered 
goods. It is a very heavy percentage on such things as ammunition. 
It is a very light percentage in value on such things as aircraft and 
practically nothing on ships, since most of them are actually saled 
away under their own power. 

Senator Dirksen. From 5 to 12 percent? 

Mr. O’Hara. On most items. Ammunition runs a little more than 
that. In various categories that is the way it runs. 

Senator Dirksen. Thank you. 

Mr. Hatvasy. If I may briefly tell you what we have done to date, 
about $14 billion have been appropriated for material, that is, for the 
end items. The other billion and a half that you have appropriated 
for MDAP has gone into nonmaterial items. Of that $14 bilbon, we 
have had as of the 30th of June placed offshore $2.2 billion worth of 
production. In other words, about $1 out of $7 for hardware has now 
gone offshore. 

Senator Dirksen. You are including all fiscal years? 

Mr. Hauasy. Fiscal 1950 through 1953. 
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This chart which is unclassified, and which is the first one before 
you and, Senator Dworshak, shows the breakdown by service. I am 
giving you the very latest figures. These are June 20. The Army 

ad placed $1,240 million 10 days later. The ammunition item is 
by far the largest one because we want to get that ammunition pro- 
duction base there to be sure they get the ammunition and can 
produce it in case of war. 
ELECTRONICS 


Senator Dirksen. Electronics includes all types, I suppose? 

Mr. Hatasy. Yes, sir. 

Senator Dirksen. What about the quality of the goods that 
we get? 

Mr. Hatasy. We have in the record of the House hearings a 
very, very encouraging statement from the president of Raytheon 
Corp. We have testimony from the Navy Be yartment which has 
just begun receiving deliveries of equipment produced by a company 
in Italy. They are producing a radar set there which the Navy 
Department says is as good as that produced in the United States. 
We are doing it through an American company which is licensing 
this Italian company. We think it is a very good deal. The labor 
costs are much lower there, and the price of this article is, I believe, 
on a comparable basis lower. 

Senator Dirksen. How many arrangements do you have like that 
where an American company is either a participant or a sponsor? 

Mr. Hatasy. We are getting more and more. I can tick off 
several examples. There is the Raytheon case, the company in Italy, 
the Republic Aviation case in relation to a company in Italy where 
they make spare parts for Thunderjet fighters. I believe Curtiss- 
Wright has a relationship with an Italian engine manufacturing 
company to make engine spares. 

I aon f of a California company that is tying in on the production 
of canopies on fighter aircraft. We are very much trying to encourage 
that because we get the latest designs and pereevar types over there 
in production, and we begin to see the light of getting them to produce 
wal procure for themselves instead of waiting for us to sustain this end 
item program forever. This is one of the most encouraging ways of 
liquidating large-scale military aid. 

I believe I have given you enough with the chart before you to show 
you the overall magnitude of the program. 

Senator Dirksen. What about the vessels? 


VESSELS 


Mr. Hatasy. The Navy vessels are largely minesweepers, net 
tenders and small craft. The total amount for vessels up to the 20th 
of June was $236 million. I can go into greater detail on that. We 
even had a model to bring up, but we felt the time is short. Suffice 
it to say that these vessels according to the Navy are highly satis- 
factory and acceptable types. 

It costs considerably less, largely due to labor differentials. A 
seagoing minesweeper in France, I believe, is costing us around 
$1,700,000, and a similar but not exactly the same article produced 
in the United States is in the range of how much Commander Rydeen? 
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Commander Rypren. The United States cost is considerably 
higher. That is not an ocean minesweeper. That is a coastal mine- 
sweeper. United States only makes the ocean minesweepers. 

(Discussion off the record.) 

Senator Dirksen. There have been some funny goings-on about 
the American shipyards that have nothing on the ways. 

Mr. Hatapy. Yes, sir. I have been telling you the good part of 
this. 

Senator Dirksen. I do not live in a shipyard area, but they are 
still here. 

Mr. Hauasy. The representatives of the shipping interests have been 
to us, and we have explained on a hardheaded bargain basis the deals 
we are getting. While we give them all the information, they do not 
go away satisfied, but they go away understanding why we are doing 
it. The Navy Department naturally takes a considerable amount of 
interest in this subject because of the situation in our shipbuilding 
areas, and it isa serious problem. But the idea is to get the shipbuild- 
ing going there so they will be sure to get them ond then be able to 
refurbish them and refit them and provide the spare parts and so on. 

I think you would be interested to know that we have heard very 
little from any other domestic industry. I personally have talked 
to the presidents of 3 or 4 of the aircraft companies about it. They 
believe in the program. In fact, two of them are participating directly. 

A moment ago General Stewart told you about North American. 
We are getting those all-weather fighters assembled in Italy by 
licensing and buying some of the components there. 


FRENCH PROPORTION OF CONTRACTS 


If I can go on, just to give you a quick picture of the countries, 
France has the largest proportion of these contracts. She has, next 
to Great Britain, the highest capacity industry in Europe. We 
cannot place contracts in Germany yet for heavy equipment, so 
there is only about $5.8 million. The United Kingdom is largely 
for aircraft. 
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The next chart gets it down by country and by item. I think you 
will be interested in the fact that we have bought in Formosa $5.8 
million worth of ammunition in these 2 years. That is coming off 
the lines. 

In Japan, fiscal 1950-53, we have purchased approximately $20 
million worth of ammunition and about $4.7 million worth of aircraft 
equipment. 


FURTHER DISCUSSION OF FRENCH MILITARY SUPPORT 


Senator Dworsuak. Would you go back momentarily and explain 
why France has a double bar there? 

Mr. Hauasy. Yes, sir. The second bar here for France is called 
special military support. I think this has been explained to the 
committee before. It is quite similar to the mutual defense financing 
of the coming year. In other words, this was to purchase some 
Army, Navy, and Air Force equipment that the French had under 
contract and were going to cancel. That totals $385 million for 
fiscal 1952, and fiscal 1953. In a sense it was a way of providing 
the French with defense support. In another sense it was procure- 
ment of things that otherwise would not have been built and would 
not be available for use in Indochina and in NATO. 

Senator Dirksen. Let us go back to one other question that has 
occurred to me. I had something to do with authorizing the pro- 
posal in the original Marshall Plan Act to guarantee to American 
investors abroad a return on their capital against the dangers of 
socialization or expropriation on the payment of the premium. So 
where it was necessary to set up a depreciation account, they could 
get their dollars back here, and to buy parts if necessary if they 
were going to set up a plant. That program did not work out very 
well. There may have been a number of reasons. The caution of 
the investors may have been the reason. There may have been a 
better reason than that, and that is the insistence of the foreign 
countries that they control at least 51 percent of the operation, which 
of course would have no great appeal to an American stockholder or 
enterprises. 

But now comes the other question. In connection with an opera- 
tion like Raytheon, what roadblocks are being set in the way of 
American participation in Italy, France, Britain, ‘and elsewhere? — Are 
they encouraging or discouraging the idea? 

Mr. Harasy. I would say it varies. To be perfectly frank with 
you, the Raytheon case was a very, very favorable one. There were 
no roadblocks. There was great encouragement and assistance. May 
I go off the record for a moment? 

Senator Dirksen. Yes. 

(Discussion off the record.) 

Senator Dworsnak. I have one question on this procurement in 
France. That covers 1952 and 1953 fiscal years. 

Mr. Hauasy. Yes, sir. 

Senator Dworsnak. Are there any funds in this 1954 bill to take 
care of any of these obligations or commitments’ 

Mr. Hatasy. The top line, the $572 maillion you have already 
authorized and appropriated and funded. We have the funds for that. 
For the second line similarly, you have appropriated this money. 
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In the 1954 program, there is an item similar to this of $100 million 
worth of small arms ammunition and semiautomatic weapons to be 
procured in France. And then there is the $400 million that we 
oe about yesterday afternoon for stuff that would go into Indo- 
china. 

Senator DworsHak. But nothing in the bill to take care of these 
two specific programs which amout to almost a billion dollars? 

Mr. Hatasy. In new obligational authority for 1954, no, sir. 


NORWEGIAN PROGRAM 


Senator Dirksen. Does Norway need this offshore procurement 
program? 

Mr. Hatasy. The Norwegian program is a small one. The ob- 
jective of it is largely to get an arsenal which had already been built— 
this is the major portion of it, going and at a good rate, because of 
the terrifically different problem of supplying Norway in wartime, 
vulnerable as she is, in the first few weeks of war. There are some 
other items being procured in Norway, but they are very small. 
Oddly enough, the price was pretty good in that one. They are 
using some Swedish skills and assistance. 

I will run through these charts. If you have no questions, I will 
go on. 

Senator Dirksen. You do not have to go into detail. 

Mr. Hatasy. I must tell you in all candor that although we have 
been in the program for 15 months, the deliveries, because it takes 
them time to gear up and get going, are only around $200 million up 
to the 31st of May. They will of course increase in the coming year, 
and we have tried to make some very roughcut forecasts of what that 
would look like in the subsequen‘ charts. 

Senator Dirksen. By that you mean the deliveries have been 10 
percent of the program? 

Mr. Havasy. Yes, sir. But that is not much more than we ex- 
pected, because the contracts were only let for the bulk of the first 
phase only last May and June. Some of these deliveries are pretty 
far out. For example, these minesweepers go all the way out into 
1955 and early 1956. That is why it was so important to us that you 
authorize delivery up to June 30, 1957, as is done in the authorizing 
act. That means we are going to have a mobilization base in eg om 
during this period, and it is very encouraging to report that the 
Europeans themselves are increasing their defense expenditures. 

Just to give you a couple of figures, you will find m the big book, 
and I will refer briefly to it here, that in the last 4 years, the defense 

oduction procurement by the European countries, that is all of 
NATO plus Germany, that value has gone from about a billion in 
1950-51 to $2 billion in 1951-52 to $3.1 billion in 1952-53, and it is 
estimated to be between $34 and $4 billion in this current year; that 
in addition to what we are procuring will provide what you might 
consider a minimum production base for the military which could be 
available and moving in production in case of a war. 

That is most important in view of the difficulties that we would have 
in shipping equipment in the first phase. 

These are all expenditure forecasts. Whereas only $200 million 
have been spent to date, we would expect somewhere around $600 to 
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$700 million.. These are very rough-cut estimates for the coming 
year. 
The next year would be about $1.4 billion. 


ADDITIONAL PROGRAM 


I come to what we would like to have you consider in the way of an 
additional program. We do not know what you are going to appro- 
priate, sir. 

Senator Dirksen. We do not either. 

Mr. Hauasy. If you appropriate what we have requested, we would 
hope to place somewhere between a billion and a billion and a half 
offshore. That would all have to be new obligational authority. 
Whatever you think of the unobligated and unexpended balances 
with respect to the United States procurement, which is, as I say, 
six-sevenths of the problem, we are most anxious because we get 
not only the items and the mobilization base, but they get these dollar 
benefits which enable you to appropriate less and less for economic 
aid, that there be considered and maintained in this program as much 
as possible that could be used for offshore procurement. 

Senator Dirksen. Is this in the nature of a suggestion that the 
amount for offshore procurement or authority be increased? 

Mr. Haxasy. I did not intend that, sir. I simply meant that in 
considering how much you should appropriate, | was urging you to 
consider that a billion ‘to a billion and a half have to come out of 
moneys not hitherto made available. It could not come out, for 
example, of the unobligated balance, because that is all committed, 
so to speak, to requirements of the past and is in the process of being 
reobligated against United States service stocks and United States 
procurement. So it would have to come out of these new funds. 

If I could show you two examples, we have some models and several 
other things we intended bri inging up. As a special present to Mrs. 
Smith, we thought we would bring a couple of ammunition items. 
With the help of Colonel Corbett of the Department of the Army, I 
thought we would just give a couple of pertinent facts on these two 
items. 

HIGH VELOCITY ROCKET 


This is the 3.5-inch high velocity rocket, and it is used primarily 
for antitank purposes. Colonel Corbett, can give you a few details 
on it, 

Colonel Corsert. Sir, this rocket is made in the United Kingdom 
and we have contracted with the British Ministry of Supply to manu- 
facture it. What plant it is manufactured in, | do not know. The 
price of ammunition generally as we get it in offshore procurement is 
higher than the price we pay for this m the United States. 

Senator Dirksen. It is higher? 

Colonel Corserr. Yes, sir. The main difficulty on the price is not 
the actual manufacture of the piece but with the powder and propel- 
lant. They are the high cost. In the shell, it is also the cost of the 
brass, which is higher than we pay for it. 

To give you some idea of the differential, the average price of this 
rocket in the United States is $16.30. The highest price we have 
ever paid is $26. The offshore procurement lowest price we paid—— 





364 MUTUAL SECURITY APPROPRIATIONS, 1954 


Senator Dirksen, What was the difference between the 16 and 26? 

Colonel Corserr. $16.30 is the lowest price we paid in the United 
States. 

Senator Dirksen. How long ago? 

Colonel Corser. That is the average price right now. 

Mr. Haxany. In other words, as they went up, the curve in pro- 
duction, they started out at a high price, low volume, and now that 
they are up to volume on this, the price has come down almost $10 
per round. 

Colonel Corserr. The spread in Europe is between $15.58 and 
$19.90. I believe on this particular contract we have here that the 
price of the rocket was $15.80. 

Mr. Hatary. That is lower than the current United States price. 

Colonel Cornerr. Lower than the average price. 

Mr. Hatasy. To that you have to add the packing, handling, 
crating cost to get a fair differential. Also in the United States price, 
as you well know, there are hidden subsidies provided by the Govern- 
ment in the form of amortization benefits, plants, tools, and even 
some military personnel are available for technical advice and 
assistance. 

HEAVY SHELLS 


1 think the picture is not quite so favorable on these heavier shells. 
We are paying something of an increase over the United States price. 

Colonel Cornerr. This is not final, Ihope. This is a 105 shell, and 
this is made in France. It is made to United States specifications. 
As you see, it is a semifixed and it is made of three components, the 
base that holds the propellant charge, the shell itself, which has 
explosives, and of course, the fuse. The average price we pay in the 
United States for this shell is $25.58. The highest price we paid was 
$31. In offshore procurement, the lowest price that we paid is 
$29.25. The highest price that we paid is $34.98. 

Although I cannot specify for sure which contract this shell came 
from, I believe we were paying $31 for this shell in france. 

Mr. Hatasy. It is true, is it not, Colonel, that the ammunition is 
the category in which we are paying prices in excess of the United 
States, but in almost all other categories we are paying less than the 
comparable United States price? 

Colonel Corserr. Yes. 

Mr. Havapy. I think you heard all you probably want to hear 
about the aircraft, but just one final word on it. It is to us a very 
encouraging example of getting 5 or 6 nations to get together, coordi- 
nate their program, put their aircraft procurement money in and get 
more aircraft out of the deal than we possibly could have gotten 
individually. 

OFFSHORE PROCUREMENT PROGRAM 


You may have some questions, sir, on this offshore procurement, 
and if you have, we will try to answer them. I think we have all the 
facts here. I left the chart up on the next year just to give you some 
idea of what we feel we can do. 

The European officials tell us that we could do substantially more 
than this if funds were available. They say they see in sight a billion 
eight hundred million. We say that even if you appropriate all the 
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funds we ask, we do not believe we could take off this program that 
General Stewart presented of much more than a billion or a billion 
and a half. On an overall price basis, we have tried in answer to some 
questions to get a rough comparison. We are getting somewhere 
around a 15 to 20 percent discount. In other words, we are getting 
more end items as a result of lower prices. It varies all the way from 
the minsweeper to the Centurian tank where we get 3 Centurian tanks 
for the price of 2 American tanks, on down to some items where 
we are paying a premium and deliberately doing so to get this ammuni- 
tion in production. 

Senator Dirksen. Are there any questions? 

Senator Dworsnak. I was just wondering whether this offshore 
procurement program in any way discourages the beneficiary countries 
to continue their own efforts, or do they have a natural letdown 
because of this aggressive attitude on our part? 

Mr. Hatapny. That is a very important question that we have con- 
sidered before starting this thing. There was a feeling among quite 
a few thoughtful people that this might serve to discourage them from 
procuring. Why should they procure if we are going to come an 
and buy the stuff? 

I think it is fair to say that these statistics [ just gave vou a moment 
ago pretty much give the lie to that. They have gone up. In fiscal 
1952 they doubled their fiscal 1951 defense production. Their fiscal 
1953 went up another 50 percent. 

Senator DworsHak. That is their own production? 

Mr. Hatany. Yes, sir. Some of that is financed with this money, 
but very little ef it. Out of the $3,238 million in fiscal 1953, only 
about $250 million of that was financed with this. So $3 billion of it 
was theirs. 

I will not pretend to say that this has not discouraged them here 
and there, but these figures tend to show it has not been a major 
disincentive to them, 
































FACILITIES ASSISTANCE 









Now, sir, just one supplementary program that isinhere. We call it 
facilities assistance. This is a bad phrase, because it suggests we are 
going to build a lot of factories and buy bricks and mortar and so on. 
This is not the case. We had the pleasure of discussing yesterday 
afternoon with Senator Smith’s subcommittee of the Senate Armed 
Services Committee. I believe she will confirm that she and Senator 
Kefauver and Senator Cooper felt that this was a very good investment 
in that for somewhere between $30 million and $50 million of this, 
we expect to go a long way to breaking the bottleneck that is now 
present in ammunition procurement. That bottleneck is the capacity 
to build powder explosive propellants. The nitrocellulose production 
in Europe is very low. Secretary Stephens, with whom Mr. Nash and 
I discussed the’ matter, with Mrs. Smith, gave here an encouraging 
report on the situation in the United States. As you know she is 
following that on a month-to-month basis. 

















PROBLEM 





EXPLOSIVES AND PROPELLANTS 









This program—and I have a statement that I would like to put in 
the record so that the other members of the committee may avail 
themselves of it—in very brief summary is together with the Europeans 
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to put up somewhere between $100 million and $160 million of their 
money and our money—we would do about half and they would do 
about half—to lick their explosives and propellants problem. They 
just do not have the capacity. They have the machinery capacity. 

hey have the plant capacity. They have the skilled ae They 
can get the raw materials at a fairly high price, but the big problem is 
getting the powder and propellants. 

(The statement referred to follows :) 


Faciiities ASSISTANCE 


The $50 million item ineluded in the budget for facilities assistance to NATO 
Europe differs sharply from end-item aid in that it is not a contribution by the 
United States but is an investment which will result in future production. Not 
only will it greatly strengthen the mutual security of the free world, but it will 
eventually result in a substantial saving for the United States taxpayer. 

It has been impressed upon us that “if an adequate defense position must be 
maintained over an extended period of time, as now seems to be the case, and 
if this is to be done without prohibitive cost and drain on the Nation’s resources, 
a larger capacity to produce military end items must be created and main- 
tained in such a condition that it can be quickly expanded in event of an emer- 
gency.’ Therefore, while direct end-item aid must continue to haye first priority 
during the forces buildup, new emphasis and support must be given to efforts 
already undertaken by our NATO partners to attain self-sufficiency in produc- 
tion capacity for that most vitally important item of materiel—ammunition. 

As you know, there is a critical shortage of ammunition in Europe which 
wouid affect the capability of the NATO forces to resist and repel any aggression. 
A gun without a bullet is useless. The rectification of this situation is imperative 
and for that reason it is essential that we develop an ammunition production 
base in Europe. 

All countries have been urged to take immediate steps toward the reactivation 
of their indigenous ammunition production facilities and the expansion of these 
facilities. Some progress has already been made. However, the acute imbalance 
between European metalworking capacity and that for propellants and explo- 
sives creates a bottleneck which must be eliminated before any satisfactory 
increase in ammunition production can be attained. Unless an expansion of 
NATO Europe's indigenous capacity for propellants and explosives is attained, 
the United States must fill the gap from its own production lines. 

This last alternative is not only expensive but dangerous. Even if United 
States productive capacity were sufficient to supply NATO European forces with 
enough ammunition in time to meet their needs davies the initial stages of all-out 
war, limited shipping and port facilities would make it impossible to deliver 
vitally necessary replenishments to the battlefront in time to fill the void when 
European reserves are consumed, 

For logistical reasons, and because of limitations on supply and transport 
facilities, it is of paramount urgency that ammunition production be undertaken 
as close as feasible to the contemplated area of conflict. Reasons of economy, 
and consequent savings for the United States taxpayer underscore the advisability 
of encouraging NATO Europe in its efforts to reactivate its indigenous ammuni- 
tion production capacity. 

Expansion of such European ammunition production facilities, is a vastly 
superior alternative to supplying NATO forces by depleting our own essential 
reserves. It offers a number of subordinate but highly important advantages; 
monetary savings; (1) savings in shipping space and cost thereof, (2) reduction of 
losses due to chemical deterioration which make it necessary to replace or rehabili- 
tate reserves, (3) elimination of loss due to obsolescence and consequent necessity 
for replacement of obsolete types of reserves, and (4) savings of money, time, and 
materials which would otherwise have to be diverted to the construction of sto: 
facilities. Also to be considered among correlative advantages is the fact that 
because machinery does not deteriorate or become obsolescent as rapidly as 
ammunition, it is far more flexible in meeting changing requirements and therefore 
a better investment. 

The inescapable risk involved in investing in the buildup of plants which may be 
expropriated or destroyed by the enemy will be reduced to the minimum by 
expanding only those facilities which are located in the strategically safest areas; 
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and, in any case, the risk of investment can hardly be comparable with the alterna- 
tive risk to our safety and freedom. 

The NATO international staff recommended a year ago that indigenous capacity 
for propellants and explosives be expanded and brought into balance with 
European metal working capacity. Since then, our NATO partners, chief among 
them, France and Italy, have indicated their readiness to assist in the implementa- 
tion of this recommendation by having already committed some $34 million 
toward the fullfillment of the international staff program. 

Fulfillment of this program will immeasurably raise the NATO European 
ammunition production potential. 

The total cost of the program required to bring the chemical propellants and 
explosives and metalworking capacities of NATO Europe into productive balance 
is $161 million. Of this total, only $50 million is being requested for United 
States participation in fiscal year 1954. A portion of this $50 million is intended 
to assist NATO European ammunition plants in the vitally important conversion 
from brass to steel in the manufacture of cartridge cases. This conversion, which 
has been recommended by NATO as a result of conclusive studies by the NATO 
group of experts on steel cartridge cases, is of particular significance to the 
United States because it will greatly reduce European dependence upon the United 
States for a controlled material—copper. Not only the wartime scarcity of 
copper, but the fact that Europe’s need to import almost all its copper require- 
ments from either the United States or South America increases necessary dollar 
aid, makes the allocation of a portion of the requested $50 million to this special 
assistance a matter of national importance. We intend to make strenuous 
efforts to stretch this $50 million to implement the steel cartridge case conversion 
as well as the expansion of propellant and explosives capacity program. 

The proposed United States contribution would be provided under the 
Mutual Defense Assistance Act of 1949, as carried over into the Mutual Security 
Act. Section 104 of the former act prohibits the use of MDA funds for plant 
construction other than the furnishing of production equipment, including machine 
tools, or of personal services of a technical nature rendered by officers and em- 
ployees of the United States for the purpose of establishing or maintaining pro- 
duction, in furtherance of purposes of the act. Therefore, it is contemplated that 
the United States contribution would be in the form of production equipment 
and technical know-how, while the participating NATO countries would put up 
the real estate, brick and mortar, labor and indigenously available equipment. 

Our agreements with the participating countries for United States facilities 
assistance would be predicated upon equitable financial contributions by our 
NATO partners and upon their commitments (a) not to discriminate against any 
other NATO country for price, quality, delivery dates, or priority to obtain a fair 
share of the plant’s production; (6) to maintain those facilities financed with our 
aid, in standby where necessary; and (c) not to use the facilities or equipment for 
purposes other than originally intended without the consent of the United States. 

Facilities assistance would be administered through Department of Defense 
facilities contracts. (Adequate authority is contained in present and con- 
templated legislation for such assistance.) Actual obligation of funds would be 
preceded by thorough engineering surveys for the purpose of determining which 
individual plants are best situated strategically and which are capable of maximum 
returns on @ minimum investment. Following the survey, and negotiation of 
agreements by the Department of Defense, in coordination with other agencies, 
as to the allocation of funds, the services will be empowered by directive to effect 
appropriate contracts. 

It would take approximately $10 of end-item OSP to generate $1 of additional 
capacity. 

The reason that this proposal has been limited in expansion of NATO European 
ammunition production facilities is that such expansion of facilities can be readily 
accomplished at relatively low cost whereas further expansion would be very 
expensive. 

Preliminary estimates indicate that the indigenous European supplies of raw 
materials are adequate to meet the production requirements of the $161 million 
expansion program for propellants and explosives capacity 


Mr. Hatasy. I think a small investment in this program will yield 
very great results. In fact, one expert in ammunition production 
estimates that if they go through with this, there would be available 
powder and propellant capacity suitable to treble their ammunition 
capacity. 
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INFRASTRUCTURE 


Mr. Hatasy. Now, if we may turn to infrastructure. It is a 
French word. We have quite a time explaining what it means but 
to simplify this to the maximum, we have tried in this one chart to 
lay the whole thing before you. The first is the definition. 

Infrastructure means military facilities for common use needed to 
permit effective combat operations of integrated forces. It must be 
distinguished from our own base program. For example, there is 
nothing in this for the North African bases that have endured such 
continuous criticism. This is a NATO program, and that is why 
“common use,’ because both United States, British, Canadian, 
and European forces may use these facilities. It includes tactical 
air fields. We emphasize tactical because there are no big bomber 
bases involved. It also includes signal communications, jet-fuel 
storage and pipelines, naval bases and a very minimum radar program. 
Most of it is for airfield and jet fuel facilities. I believe this can be 
declassified and put in the record simply by taking the number of these 
airfields out. 

(Discussion off the record.) 

So with your permission we will get that into the record. In fact, 
to make this as painless as possible, we have a statement that we 
would like to put in the record, and these charts, and I will try to 
hit the highlights at this late hour. 

Senator Dirksen. Without objection, it is so ordered. 

(The information referred to follows:) 


DEFENSE DEPARTMENT STATEMENT ON NATO INFRASTRUCTURE 


A basic ingredient of the military posture of NATO is infrastructure, which 
consists of the facilities needed to permit effective combat operations by the inte- 
grated NATO forces under the command of General Ridgeway and Admiral 
McCormick. Common infrastructure is available for use by the forces of all 
NATO countries. It is paid for through an international cost-sharing agreement 
among the NATO nations in which the United States participates. Funds are 
included in the bill under consideration by this committee to fulfill the United 
States share of the infrastructure program through 1954. It is plain that the 
NATO forces cannot operate without logistic backup—without facilities. The 
aircraft need airfields and fuel supply. The armies need means of communi- 
cation. The whole de’ensive alliance requires radar. Naval forces need fleet 
facilities. These are provided on a minimum basis under the NATO common 
infrastructure program. ‘These requirements are programed annually in so-called 
slices. Fach slice is a year’s program. To date, we have agreed, in NATO on 
four such slices. These programs to date total $1.3 billion which amount will 
provide the facilities needed ‘or the forces realistically expected to be in being by 
December 1954. The infrastructure needs are calculated not as requirements, 
but as real and tangible facilities directly related to actual forces. 

The United States has agreed to contribute to this program along with its 
NATO allies. Our percentage has varied from 48 to 43 to 40 to an average of 
about 41 percent. Our contribution in terms of dollars is $534 million. However, 
this figure is subject to adjustment as we have succeeded in reaching agreement 
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with our NATO allies under which we do not pay any taxes. This relief of the 
payment of taxes reduces the actual United States contribution to $470 million 
or about 36 percent. 

The program to date provides for over a hundred airfields in NATO and addi- 
tional fields in Germany. Of the total, almost half are main airfields upon which 
will be based tactical units available to meet the enemy should a war occur. In 
addition to the airfields there is a vital supply and storage system for jet fuel, 
including tanks at airfields and pipelines, to permit the flow of jet fuel to the 
fields. Communications are provided in the program to link General Ridgway’s 
headquarters with his commands. There are also elements of a radar screen and 
certain radio navigational aids. Major naval facilities in the Medilerranean area 
and elsewhere are provided so that the allied naval forces can operate effectively. 

The status of construction has improved markedly over the last year. Of th 
airfields programed almost two-thirds are in a sufficiently advanced stage of 
construction that they can be put into use in an emergency. All of the airfields 
programed should be completed by the end of 1954. Similar progress has been re- 
corded in construction of war headquarters, and while technical difficulties delayed 
the execution of the signals program, it is now moving forward at a rapid pace. 
Construction of the jet fuel storage and supply system included in the fourth slice 
should be on the way next summer. 

The United States investment in infrastructure is very rigorously protected. 
All programing and expenditure are subject to a NATO screening and budget 
control mechanism. Supreme Commanders submit their requirements to the 
NATO Standing Group where they are screened from a strategic point of view to 
insure that they satisfy the basic military needs and also that there are no facilities 
included which could be deferred. The Standing Group forwards the screened 
program to the North Atlantic Council where it is further assessed to ascertain 
that the maximum use is made of existing civil or military facilities in each nation; 
to insure that the costs are the lowest possible and to inject every possible economy 
in the proposed program. Host nations, that is nations in which the construction 
is to take place, have the responsibility for execution of the program. They may 
not do so, however, before applying to the North Atlantic Council for specific 
permission to commit the funds necessary to execute any given project. To get 
such authorization they must submit detailed engineered cost estimates of the 
project which they are about to commence. Even after this screening the actions 
of nations are subject to an audit by an international board of auditors. Only 
with NATO approval may the countries commit funds to which the United States 
contributes. 

Legislative authority for the original United States participation in infra- 
structure was granted by section 521 of the Mutual Security Act of 1951. Under 
this authority the United States made contributions toward the second and third 
slices in the amount of $220 million. In addition to that sum, $140 million was 
appropriated in the military public works bill of 1952, making a total of $360 
million to be applied against a United States total expenditure of $521 million. 
This figure of $521 million includes the $470 million net United States contribu- 
tion which I mentioned earlier plus $51 million which is required to augment the 
SHAPE standard airfields to bring them up to the USAF operational level and 
to provide logistical support facilities. The $51 million has been coupled with 
$50 million of Air Foree money in order to make our United States Air Force 
units in Europe more effective and more efficient. Subtraction ot the $360 mil- 
lion in available funds from the $521 million total requirement means that there 
is needed an additional $161 million for infrastructure. $151.3 million represents 
the agreed United States net share of the fourth slice, as determined at the recent 
Paris meeting of the North Atlantic Council. This amount, together with the 
contributions of the other nations will provide additional air bases, signals, jet 
fuel supply facilities, naval fleet bases, radar, and radio navigational aids. $29.6 
million is required to complete the United States contribution to the previous 
slices, including $20 million to cover price increases in the third slice. Cost esti- 
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mates for that slice were fragmentary and rough when the program was orginally 
agreed at Lisbon early in 1952 and, while the final engineered cost will not in- 
crease as much as in the case of the second slice, a total increase of about 17 per- 
cent can be anticipated. 

Consequently, it is the proposal of the executive branch to utilize for NATO 
infrastructure approximately $180 million of the funds to be appropriated in the 
bill under consideration. 

There is one other major point I want to mention. At the Council meeting 
in December, General Ridgway made a special plea for a long-term, businesslike 
basis for the planning of infrastructure. In April the North Atlantic Council 
considered the problem and, in order to provide a sound basis for both military 
and financial planning, Secretaries Dulles, Wilson, and Humphrey, and Mr. 
Stassen agreed, subject to legislative appropriation, to share the costs of a 
gram to cover the years 1954-56 which could run as much as $700 million. This 
will provide the basic infrastructure needed over a long-term period for the forces 
under General Ridgway’s and Admiral MeCormick’s command. The United 
States contribution to this possible $700 million program would be, at the maxi- 
mum, $300 million or just under 43 percent. Tax relief would reduce the United 
States payments to $264 million or about 38 percent of the total. In agreeing 
to participate, the United States made clear that contributions are dependent 
on legislative action to provide the necessary funds. The United States share 
of this amount is not before us for consideration or action this year, but will be in 
later years. The agreement further stipulates that funds must be obligated by 
June 30, 1955, in order to qualify under the agreement. If military infrastrue- 
ture requirements cannot be justified in relation to actual forces to be in being, 
the North Atlantic Council will, of course, not authorize expenditures from the 
$700 million. 

In conclusion, I would like to state that we—Secretary Wilson, General Ridg- 
way, General Gruenther, and everyone else concerned with the NATO program— 
are convinced that the United States is making a good investment in supporting 
NATO infrastructure. 

Infrastructure financing 


{In millions] 


























United States share 
Total cost emer 
Gross | Net of taxes 
Commonly financed: 
Ist slice__.- J cnr aae at stewie drelchjenitding Sete bins $92.7 0 0 
| aaa nae ass : PER PEagaE ras Heswe ame 327.2 $157.4 $136. 4 
SPS soc he taore Sedan Sweden ceenecesessace 478. 3 204. 5 182. 2 
Ge ith is ee a. brome djbibntids cesiinaiine 406. 6 171.9 151.3 
Grand total, common infrastructure - 1, 304.8 533.8 469. 9 
Add United States increments: USAF above ' common stand- 
ards, 1952. osapbdeieisens Jape Sekine bem oss Poth Sheet cidlanneal Ue sse. 51.0 
Grand total required _...- ..--.---.----------------------|--------------|------+------- 520.9 
Less financing provided by— 4 
MDAP, fiseal year 1952...---.-..----.------.- Seen ee ded SA 8 fi.521.51- we 
OSD, military public works, 1953_..----- oo p neenenenbafose se ecdenwe ee 140.0 360. 0 
Unfinanced fiseal year 1954 new ere Qeeeereer..b. .4-.7......- Ber 160.9 
Cost of engineering changes, 3d slice -- ...---...-.------------- skeet i bigce Mbbwedeclibed 20.0 
Grand total to be authorized_---- nee comeanterenn et eee eset dpe celal 180.9 


STATUS OF INFRASTRUCTURE PROGRAMS 
Slices I through IV provide facilities for forces expected to be in being by end 1954— 
Over 125 airfields programed 


Over one-half usable in emergency now. 
An additional number usable in emergency by end 1953. 
All to be completed by end 1954. 


Jet-fuel pipelines and storage tanks 


Ninety million dollars financing agreed in April 1953. 
Construction to be underway during summer 1954. 
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Signals 


Most signals projects to be completed by end 1953. 
The remaining projects to be completed by end 1954 or early 1955. 


INFRASTRUCTURE EXPENDITURES CONTROL SYSTEM 


1. Subordinate commanders, in consultation with host nations, submit costed 
requirements to supreme commanders. 

2. Supreme commanders screen, coordinate, consolidate requirements and sub- 
mit to standing group. 

3. Standing group reviews programs as to military necessity and forwards mili- 
tarily approved programs to the North Atlantie Council. 

4. North Atlantic Council screens programs to ensure the most economic use of 
funds available, including a review of cost estimates, as well as technical factors. 

5. North Atlantic Council agrees to execution annual program, within limits 
of financial resources agreed by nations. 

6. Nations may not commit funds until authorized by Council Agency on basis 
detailed engineered project costs submitted by nations. 

7. Council agency monitors costs to ensure expenditures are within ceilings 
established. 

8. Nations submit requests for reimbursement against work authorized and 
satisfactorily accomplished to NATO standards; payments made in accord finan- 
cial agreements. 


9. Infrastructure accounts are audited by board of auditors. 
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Mr. HauasBy. This program has as of April 1953 gone a good ways. 
(Referring to chart). This number of fields are usable, this number are 
ae construction, and this number have to be built. By the end 
of 1954, this number of fields will be built. A very important aspect 
of this is how it is being financed, and that is of great interest to you. 


LAND ACQUISITION COSTS 


Senator Dirksen. Tell us a little about land acquisition costs, if 
any. 

Mr. Hatasy. I am glad to say that we are not paying any rent, 
we are not buying title to any land, we are not paying for any public 
utilities. What we call the host government, the government in 
which the field or air base or pipeline is built, foots that bill. They 
pay for the land which often has to be expropriated. They pay for 
the utility lines and water pipes up to the airfields out of their own 
government funds. So their contribution is larger than these figures 
would indicate because the value of the property is not in there. 

In little countries like Belgium, a piece of land, especially a piece 
big enough to accomodate a jet fighter squadron, is a very large chunk 
of money. 

You will note here that we have the contribution in dollars. The 
whole program is $1,300 million up through the fourth slice, as we 
call it. That really means the fourth year. Of that amount, the 
United States is providing about 41 percent, or $534 million. 

1 think I might mention very briefly since we are going through 
these highlights, that 41 percent or $534 million, for once, sir, is 
smaller than it looks, in that we are not paying any taxes. So 
when you net the taxes out of this $534 million, it nets out to $470 
million, because we get back the taxes, which amount in this case to 
$63.8 million. The other countries are paying the taxes. By some 
very hardheaded negotiations and the assistance of the Congress in 
certain provisions of the bill, we are not paying those taxes. So our 
net contribution is about 36 percent instead of 41, as it appears on 
the NATO books. 


TAXES 


Senator Dirksen. What taxes have been deleted? 

Mr. Ernst. We have made bilateral agreements with the NATO 
countries under which we are relieved from paying readily identifiable 
taxes, including property taxes, purchase, forestation, sales taxes, 
everything basically that you can put your hand on. Social security 
taxes are not exempted. They are submerged in the pay of workers. 
Certain local taxes that the governments of the countries do not con- 
trol we do not receive exemptions for. But it is fairly inclusive. 

Mr. Hatasy. I think the committee would want to get a quick 
physical picture of this from this map (indicating). The symbols 
here are: Red dots, air bases; blue dots, jet fuel tanks; and blue lines, 
the jet fuel pipelines. The consumption of kerosene in these jet 
fighters is extraordinarily great, as you know. Instead of the tankers 
off-loading, and then trucking the fuel in, we had to adopt a pipeline 
system. It is blown up here in a larger proportion to show this 
concentrated area. You will see that these fields stretch all the way 
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around, and that there is a very important and significant amount 
down here. 
(Discussion off the record.) 


ENGINEERING FEES AND SURVEYS 


Senator Dirksen. What funds, if any, have been marked for 
engineering fees and engineering surveys in your end of this budget, 
General Stewart? 

General Stewart. We have none. 

Senator Dirksen. None whatsoever? 

General Srewarr. No, sir. The only possibility might be incidental 
to placing contracts for big things like a lot of tanks. I suppose be- 
fore they get through somebody gets paid for changing a design. We 
have no such thing except that it might come in that way. 

Senator, my comptroller wants to correct me. 

Mr. O’Hara. There is a minor item, but to be particularly accurate 
I might mention it. There is a project with a private contracting 
firm for a study into the minimum maintenance costs. It is only 
$100,000, but it is an item. 

General Srewart. That, sir, is this. We have been trying to 
determine for some time what the yearly maintenance cost would be 
of these forces, and we have not had much success. I finally acquired 
the problem, and I have with full concurrence of all parties concerned 
made an agreement through the Army for the Office of Research 
Organization which is part of Johns Hopkins, to make that study. 
They estimate that to cost $100,000. It is an effort to find out what 
we are up against. 

Senator Dirksen. Off the record. 

(Discussion off the record.) 


CONTROL OF EXPENDITURES 


Mr. Harasy. I wanted to go on to show how these expenditures 
are controlled. The question might come up that this was just a 
pooling of money, and we had no real control over it. Since the pro- 
gram is $1.3 billion and we are not through yet, I want to make very 
clear these steps. 

Senator Dirksen. I suppose in the back of your mind is that 
rather unfortunate experience with the north African airbases perhaps 
when you speak of lack of control of expenditures? 

Mr. Haxany. I have no comment on that. 

Senator Drrxsen. That was called an uncontrolled project. It 
really got-to be a fiscal adventure. 


SCREENING PROCESS 


Mr. Hatany. I cannot comment on that, sir, but I assure you that 
this is a very hardheaded and toughly screened program. They have 
to go through nine steps before the job is completed. 

As I set forth here in my statement on page 3 for the record, I will 
go through them very briefly. First, the subordinate commanders 

et together with the country in which the field or the pipeline is to 
»e built, and they submit costed requirements to either the Supreme 





MUTUAL SECURITY APPROPRIATIONS, 1954 375 


Allied Commander in Europe or the Supreme Allied Commander, 
Atlantic. Those commanders screen it. 

It is still in the hands of the military commanders. They pull all 
these things together in case there is any overlap and submit them to 
the Standing Group in Washington. They review them and forward 
them to the North Atlantic Council. 

When you have 14 nations eyeing each other, you get a multilateral 
checking to be sure that there is no waste, because each is putting up, 
with the exception of Iceland, an amount of funds. Therefore, there 
is a very critical screening in that Council by the civilians. 

They are advised by some very able people, like people out of the 
American Tel. & Tel., Shell Oil, and other American companies. 
They are available for technical advice and guidance there. 

The North Atlantic Council at the political level agrees to execute 
an annual program within an agreed financial limitation. Then the 
nations submit a detailed engineered project in terms of costs, and 
only after that is looked over by an agency under the Council can 
they begin to construct. 

After that they place the contract, the country in which the facility 
is located, the construction is commenced, and during the course of 
it the Council agency monitors the costs and keeps them within 
the ceiling. 

Finally, after a major phase or a final completion of the job, the 
host country submits a request for reimbursement and the auditors 
go over that, and finally the accounts are settled up and we put in 
our 36 percent and the other nations put in their percentages, and 
it is all balanced out. 

Just one final point on that, and then I will ask Mr. Ernst if I have 
forgotten anything. We are asking $180 million this year for this 
purpose. That will enable us to put in our share through the fourth 
year of this program. This is a rather complicated breakdown of 
10w much we have provided for where in the previous 2 years. You 
will remember that some of this was financed out of our own public 
works funds in 1953. But now it is regularized, and it is all coming 
out of this mutual-security program. 


APRIL NATO COUNCIL MEETING 


It would not be entirely fair and complete if we did not mention 
the fact that at the NATO Council meeting in April, where we were 
represented by Secretaries Dulles, Wilson, and Humphrey and Gov- 
ernor Stassen, a plan was considered, and a very general plan at that, 
with only the most tentative estimates in it for the completion of this 
whole infrastructure program. We thought you would be interested 
and we should give to you an illustrative tentative estimate of what 
might be in store for all the NATO countries to get this job fully 
completed. You will see that the cost to date is about $1.3 billion— 
or at least programed to date; not all of that has been spent. 

For the record, this final slice would look to be somewhere near 
half again as much as that. 

(Discussion off the record.) 

Mr. Hatasy. There is no commitment to go ahead in this way. 
There is a promise to consider. Since we are only putting in around 
36 percent, and we are getting all of these facilities set up over there, 
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I believe it is fair to say that the Cabinet wants to give it a very 
earnest consideration and next year will come to you for whatever 
portion of that is needed. 

Senator Dirksen. In these nine different rules by which the beer is 
finally brewed there, who appoints the auditors and accountants who 
take a look at that? Who designates them and what would the 
nature of the audit be? 

Mr. Hatasy. There are two types, and I will ask Mr. Ernst to go 
into detail. There is a United States group. There is a group of 
Americans working for the United States interests. There is a group 
of NATO people, international staff people, who look at it on behalf 
of all 14 countries. The NATO group is appointed by Lord Ismay, 
the Secretary General of NATO. The Americans are appointed by 
or Wilson and Assistant Secretary McNeil generally nominates 
them. 

Do you care to add anything to that, Mr. Ernst? 

Mr. Ernst. | can say this: That we have a great deal of confidence 
in the Americans who are responsible for supervising and auditing 
this program. Sitting on the 14-nation committee is one of Mr. 
MeNeil’s principal construction assistants. Working on the inter- 
national staff, or shortly to be with the international staff, are top 
people from American industry—from Shell Oil, American Tel. & Tel., 
Phillips Petroleum, from the Air Force construction management 
group. 

BOARD OF AUDITORS 


On the Board of Auditors, which is the final hurdle, that Board is 
composed of representatives of certain of the nations of NATO, 
including a United States representative who, by arrangement with 
the General Accounting Office, is the GAO’s representative in Paris. 
We have a large amount of confidence in our ability to know what is 
going on and how our money is being used. 

Senator Dirksen. Of course, Mr. Ernst, a C. P. A., no matter 
whether he is the best’in the land, can do exactly nothing unless he 
can get all the facts and figures. Will he have access to all the facts 
and figures? 

Mr. Ernst. Yes, sir. The system under which we operate requires 
a unanimous vote in the 14-nation committee before payment is made. 
Our one vote can hold up a payment. We have had a recent instance 
where a certain item of construction was in dispute as to whether it 
was a legitimate item. We have come to a settlement which will be 
based on a full review of the facts. We believe that we have the 
ability to go in and get all the facts. 

Senator Dirksen. Under No. 9, there, the nations submit requests 
for reimbursement against work authorized and satisfactorily ac- 
complished to NATO standards. Payments are made in accordance 
with financial agreements. That means that these are paid on monthly 
engineering estimates, I suppose, as the work progresses? 

Mr. Ernest. Quarterly. 

Senator Dirksen. The payments go on and our share goes with 
them. 

Mr. Ernest. Yes, sir. 

Mr. Hatasy. The commanders are very good checkers on _ this 
because they have to use these fields. For example, a couple of 
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these fields turned out to have some cracks in the runways, and it 
was not an hour before the people on the spot were screaming to the 
group, ‘‘Let us get this thing fixed.”” When you have all 14 working 
on it, there is quite a check in there. 

Senator Dirksen. I do not for the moment disparage the comman- 
ders, but that North African field was about as unsatisfactory as 
anything | know of there, and the Chief of Army Engineers must 
have had a red face when this was ventilated in Congress. We had 
a lot of people there, and then discovered that the runway would not 
support our heavy craft. Is that true, General? 

General Srewarr. That is what I understand. 


QUOTATION FROM LETTER OF SECRETARY WILSON 


Mr. Haxuapy. To give you a fresh evaluation of this program, I 
would like to quote from a letter of Secretary Wilson to the chairman 
of the Senate Foreign Relations Committee: 

During my recent trip to Europe I saw many military units under General 
Ridgway’s NATO Command. I was impressed with the spirit in which they 
embarked on the training to make them battleworthy. Part of their combat 
potential stems from the availability of adequate operational facilities. I visited 
many installations which are included in the NATO infrastructure program, and 
I am convinced of the need to carry this program to a successful conclusion. 
What has been done to date in providing airfields, telecommunications, and other 
vital facilities has been good, but not enough. The additional program agreed 
to by the North Atlantic Council, when completed, will assure our forces and all 
the forces under General Ridgway’s and Admiral McCormick’s command of the 
facilities they will need over the long haul for the effective performance of their 
combat missions. I firmly support the NATO infrastructure program. 

Senator Dirksen. I think Congress would be very interested in 
making certain that if this program were completed, we would not 
wind up with some WPA airfields, because I have flown into some 
like that, and it is not a very happy experience. Does that finish 
your presentation? 

Mr. Hauasy. It does, unless you have some questions. 

(See also pp. 595-596.) 

Senator DIrKsEN. General Stewart, have you anything else to offer? 


EFFECT OF REDUCED APPROPRIATION 


General Stewart. You asked the question as to what would happen 
in the event of certain cuts in the funds we are requesting. I gave you 
the answer, but I have here an informative piece of paper w hich shows 
our priorities as we develop the program. It is unclassified because 
instead of naming the countries, we call them A, B, and C. It might 
be useful if it were inserted in the record, and I request permission to 
insert it. 

Senator Dirksen. Without objection, it will be inserted at this 
point. 

(The table referred to follows:) 


cancer enna 
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Senator Dirksen. Have you anything to offer, Mr. Ernst? 

Mr. Ernst. No, sir. 

(See also pp. 595-596.) 

Senator Dirksen. This has been quite an informative discussion. 
I presume we can recess until tomorrow morning at 10:30. 

(Therefore at 6 p. m., Thursday, July 16, 1953, a recess was taken 
until Friday, July 17, 1953, at 10:30 a. m.) 





MUTUAL SECURITY APPROPRIATION FOR 1954 


FRIDAY, JULY 17, 1953 


UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met, pursuant to recess, at 2 p. m., in room F-39, 
the Capitol, Hon. Everett McKinley Dirksen presiding. 
Present: Senators Dirksen, Ferguson, Young, Thye, Dworshak, 
Russell, Ellender, and McClellan. 


MUTUAL SECURITY AGENCY 
INTERNATIONAL CHILD-WELFARE WorK 


STATEMENT OF GEORGE J. HECHT, CHAIRMAN, AMERICAN 
PARENTS COMMITTEE; PUBLISHER, PARENTS’ MAGAZINE 


GENERAL STATEMENT 


Senator Dirksen. The committee will be in order. 

Mr. Hecht, we can give you a few minutes, if that will be convenient 
for you. I understand you want to testify on the Children’s Fund 
item on the bill. 

Mr. Hecur. Yes. 

Senator Dirksen. You are well fortified with background. I think 
Governor Stassen is also well fortified in this matter; so, we can take a 
few minutes to highlight what you have in mind. 

Mr. Hecur. I only have 2% pages. May I read that? 

Senator Dirksen. Yes, indeed. Without objection, I would say 
that your printed statement can be submitted for the record, and if 
you care to highlight any points you are at liberty to do so, or, if you 
prefer to read it into the record, that will be quite all right, too. 

Mr. Hecur. I will read it rapidly. 


BACKGROUND 


My name is George J. Hecht, chairman of the American Parents 
Committee, a nonprofit child-welfare organization working for better 
health and educational facilities for children in the United States and 
throughout the world. I am also publisher of Parents’ magazine, 
which has a monthly paid circulation of more than a million and a 
half. As a businessman, I employ more than 1,000 people, and the 
circulation of all my magazines is more than 4 million. Both my 
company and I| are large taxpayers. 

I am in no way connected with the United Nations International 
Children’s Emergency Fund, but, after a trip around the world which 
my wife and I made recently, I would like to share some of my obser- 
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vations with you and tell you why I believe money spent by the 
United States for international child-welfare work is a sound invest- 
ment. As my wife is a teacher and I am deeply concerned about the 
welfare of children, we went out of our way in each country to observe 
the conditions of children and to learn what the leading organizations 
were doing to better their conditions. 


CONDITIONS IN ASIA 


No one who has not been to Asia can visualize the unbelievably 
bad conditions under which the vast majority of the people live. 
The suffering is so great that the people are ripe for the Communist 
propaganda that is being continually spread among them. We our- 
selves saw many sound trucks flying Red banners going through the 
villages in India and in Bangkok in Thailand blasting out their 
insidious communistic propaganda, with their promises of better 
conditions. 

YAWS DISEASE 


Children crippled with yaws or suffering with malaria or tuberculo- 
sis make for the most unhappy kind of homes. It is my considered 
conviction as a businessman, quite aside from the fact that I am 
interested in the welfare of children, that the most inexpensive and 
most effective way to combat communism in southeast Asia, where 
the Reds are now concentrating their efforts, is to improve the condi- 
tions of children in the homes of the suffering people. 

Yaws, a highly contagious disease prevalent throughout southeast 
Asia, cripples a child for life. Yet, it ean be cured in its early stages 
by a 15-cent injection of penic ‘illin. On a plane from Bombay to 
Delhi, I was lucky enough to spend more than an hour talking with 
Rajkumari Amrit Kaur, “the Health Minister of India. She told me 
that the United Nations International Children’s Emergency Fund 
was helping India to build their first penicillin factory. India is 
providing the land and the building and the Children’s Fund, gen- 
erally referred to as UNICEF, is equipping the factory. What more 
intelligent and inexpensive way to combat yaws and other diseases 
than to help India build a penicillin factory which it can use to fight 
this dread disease of childhood. 


TUBERCULOSIS IMMUNIZATION 


I was told also of the injections that are being given to hundreds of 
thousands of children to immunize them against tuberculosis. One- 
half of the children of India die before they are 10 vears of age. 
There are hundreds of thousands of villages in India without a doctor, 
without trained nurses, and with no hospital anywhere in their 
vicinity. In case you have not heard the following statistic, it is 
something to ponder over. Of the 900 million children in the world, 
500 million live in villages and small districts without a hospital, 
without a doctor, and without a public-health nurse. 

In Burma Mme. Aung San, widow of the liberator of Burma and 
its first Prime Minister, now in charge of the country’s maternal and 
chuild-health work, took us to visit one of the first schools for midwives 
that has been established in Rangoon. The local government has 
provided for the school and its maintenance, and UNICEF has 
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supplied the sterilizer and other necessary surgical equipment. 
One-third of the babies in Burma die before their first birthday. 


THAILAND CHILD-WELFARE CENTERS 


In Thailand, Dr. Pierra Hoon Vejjabula took us through some of 
the child-welfare centers that are being started with the aid of 
UNICEF. UNICEF is providing the DDT which in 3 years they 
hope will eliminate malaria—-a great killer of children. 

| could go on for far more time than you can give me to tell you 
of the fundamental child-health work being done by UNICEF which 
I saw with my own eyes. Based on my wide knowledge of child- 
welfare work, I sincerely believe that UNICEF is the greatest child- 
welfare effort of all time. During its 7 years it has aided directly 
more than 60 million children in 72 countries. And in 1953, it aims 
to reach more than 25 million mothers and children. 

Unquestionably UNICEF is the most universally acclaimed of all 
United Nations activities. Sixty-two foreign nations are contrib- 
uting financially to its support, many of them regularly year after 
year. It is building international good will for the United States. 

The American people who know about UNICEF are sold on it. 
Many individuals contribute directly to the fund and others support 
it by buying UNICEF Christmas cards. A great number of women’s 
and church’ organizations are actively supporting adequate United 
States appropriations for UNICEF. I was glad to read recently 
that the Pope in Rome has issued an appeal for continuing world 
support of UNICEF. 

In the underdeveloped counties of the world, the Communists are 
currently making their greatest efforts. Crippled, malarial and 
tubercular children in the home make families easy prey for com- 
munistic propaganda. UNICEF is not only doing a great, popular 
humanitarian job, it is also the most economical and effective way 
to fight communism: 

REQUEST FOR FUNDS 


I strongly urge that the $9 million authorized for UNICEF be 
appropriated for the calendar year 1954, and also the $9.8 million 
authorized by the 82d Congress for 1953. As of June 1953, 39 coun- 
tries had already paid or pledged to UNICEF their constributions 
for 1953 but as yet the United States has not given anything for this 
year. The other countries have put up two-thirds of the money 
required of them. The United States is morally committed to put 
up the $9.8 million for 1953 that was authorized but not appropriated. 

I have, Mr. Senator, a list here that I got subsequent to writing 
this of the various countries that have already paid in their money 
to UNICEF in 1953. I think if you would permit me, I would like 
to read that list. 

Senator Dirksen. Suppose you just insert it because we have all 
that material here. 

Mr. Hecur. Yes. 

(The information referred to follows:) 

Only the United States and seven other countries, Australia, Brunei, EF] Sal- 
vador, Greece, Italy, Liechtenstein and New Zealand, have so far failed to renew 
in 1953 their contributions to the United Nations International Children’s Emer- 
gency Fund. Some of these seven countries announce their contributions cus- 
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tomarily only in the latter part of the year. Contributions have already been 
received this year by UNICEF from Austria, Bolivia, Brazil, Burma, Canada, 
Ceylon, Chile, Colombia, Denmark, Ecuador, France, Honduras, Iceland, India, 
Indonesia, Iraq, Korea, Luxembourg, Monaco, the Netherlands, Norway, Peru, 
the Philippines, Switzerland, Thailand, United Kingdom and Yugoslavia. Four- 
teen other nations have sent 1953 pledges subject to parliamentary or other 
formal confirmation. They are Afghanistan, Cambodia, Costa Rica, Ethiopia, 
Germany, Israel, Japan, Malaya, Nicaragua, Pakistan, Sweden, Turkey, Uruguay 
and Vietnam. The total number of donor governments in 1953 may go as high 
as 50. There were only 30 in 1950, 34 in 1951, and 37 in 1952. 

Senator Dirksen. I may say that my first contact with this came 
through Herbert Hoover. I have manifested a rather abiding inter- 
est in it myself. I know committee members are informed on it, and 
it will have due attention. 


OFFICE OF THE DirREcTOR 


STATEMENTS OF HAROLD STASSEN, DIRECTOR FOR MUTUAL 
SECURITY; NAJEEB E. HALABY, DEPUTY ASSISTANT SECRETARY 
OF DEFENSE; JOHN H. OHLY, DEPUTY TO THE DIRECTOR FOR 
MUTUAL SECURITY FOR PROGRAM; COL. JAMES B. CORBETT, 
USA, FOREIGN MILITARY AID BRANCH, G-4, DEPARTMENT OF 
ARMY; COL. GEORGE S. BOYLAN, USAF, OFFICE OF THE DEPUTY 
FOR PLANS, DEPARTMENT OF THE AIR FORCE; AND LT COMDR. 
R. F. NEWSOME, OFFICE OF CHIEF OF NAVAL OPERATIONS, 
DEPARTMENT OF THE NAVY 


GENERAL STATEMENT 


Senator Dirksen. Governor Stassen, are you prepared to proceed? 

Mr. Strassen. Mr. Chairman, and gentlemen of the committee, in 
continuing our hearings this afternoon, I would like to go down 
through those questions that remain substantially to be presented to 
the committee, and also, of course, to respond to such specific matters 
as the committee may wish to go into. 

Senator Dirksen. I was going to say, Governor, the staff has com- 
piled considerable memoranda, and I think it might be well to dispose 
of it at the very outset. Did Mr. Hayes come along? 

Mr. Strassen. He is not here, but he wil be here later. 

Senator Dirksen. I queried him about some of these. I think the 
record should be crystal clear that these things, if they did occur, 
occurred before you became the Administrator of MSA. I want that 
made so clear that there can be no doubt that it was not your respon- 
sibility. The importance lies only in the fact that it would indicate 
certain practices aad certaia procedures that would look very dubious 
to the committee. If there is nobody to answer them, I will submit 
them, and then probably some answer can be furnished at a subse- 
quent time. 

Mr. Svassen. Yes, I would be pleased to have you pose them now. 

Senator Dirksen. I have them listed by countries by fiscal year, 
the subject, and a little summary. 
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BURMA 


The country is Burma, fiscal year 1952; the subject is last minute 
obligation of funds. Burma was allotted $14 million in fiscal year 
1952. MSA was unable to program more than $8,500,000 by the end 
of May. Between June 1 and 30, 1952, MSA obligated $5,500,000 
for Burma, knowing that several of the projects were weak and did 
aot meet MSA standards. This was done to obligate all the funds by 
the end of the fiscal year. Was there any other motive? So the 
question is was there some reason for what appears to be unseemly 
haste to obligate so much of the money in the last 30 days of the fiscal 
year, and does it raise a reasonable presumption that the idea was to 
get the money obligated and in the mill before the fiscal year ran out. 
That happened in 1952. It might or might not be within your gen- 
eral knowledge, but it is certainly no responsibility of yours as such. 

If there is such a practice, certainly we ought to know about it. 
You can then examine the record and determine that. 


POTTERY PLANT 


Next is Burma, fiscal year 1952, an example of projects approved 
in June 1952. MSA approved procurement of a pottery plant, 
costing $45,000, notwithstanding the availability of another type of 
plant costing only $35,000 and having 5 times more capacity of the 
more expensive plant. This procurement was carried out against 
the advice of the MSA commodity officer as part of the last-minute 
rush. 

It would like something of a reflection upon somebody’s judgment 
if that were the case. We did not get as much for our money as we 
might have. 

Item 3 is again Burma, fiscal year 1952. It relates to the extension 
of Knappen, Tippetts & Abbett engineering contract, a last-minute 
obligation of funds, June 30, 1952. 


ECONOMIC AND INDUSTRIAL SURVEY 


In August 1951 MSA financed at a cost of $1,500,000 a 2-year 
economic and industrial survey contract between Knappen, Tippetts 
& Abbett in Burma. In the spring of 1952 the engineers submitted 
a report outlining an 8-year industrial development program at an 
estimated cost of the equivalent of $1,500,000,000. This was un- 
realistic and beyond Burma’s capacity to finance or absorb. The 
engineers asked for an increase of $450,000 in their contract price 
alleging the need for more personnel in the field. This they were 
obligated to provide under the original contract. MSA approved 
the increase. What was the justification? 

I raised that question yesterday about the dimensions of some of 
the engineering contrac‘s that were involved. As you will note, this 
called for an increase of $450,000 in addition to the regular contract 
price for their engineering services. 

The country is Indonesia, fiscal 1952, the subject of procurement of 
fertilizer. Fertilizer brought into Indonesia by MSA for demonstra- 
tion purposes was used for resale at prices that small planters could 
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not pay. This resulted in undistribted stocks. An ex-MSA official in 
Indonesia states that the fertilizer program was a means of using 
appropriated funds for which there were no other programs. What 
was the total amount of fertilizer brought in and what happened to it? 
I think on that item there ought to be some detail. 


INDONESIA 


Item No. 5, the country is Indonesia, fiscal year 1952, procurement 
of fishing boats. MSA financed 75 fishing vessels for Indonesia. 
Notwithsianding time lag of many months between placement of 
contracts and deliveries, no adequate provisions had been made by 
anyone for crews. Half of the boats remained unused for 6 months 
after arrival. Some could not be used for 8 months. The MSA 
controller in Indonesia addressed memorandum upon the subject to 
Mr. Hayes but these remained unanswered. 

Item No. 6, Indonesia, fiscal year 1952, the subject is procurement 
of coagulating pans used in collection of rubber. MSA financed 
purchase of estimated 2-year supply of aluminum coagulating pans 
to small planters who were accustomed to using tin cans and could 
not pay the price of aluminum pans. The result was a large unsold 
balance that ultimately fell into the hands of private dealers. 

Item 7, Indonesia, fiscal year 1952, medical supplies. MSA 
financed $500,000 of medical supplies including antibiotics, but ex- 
cluding antimalarials. These items were delivered to the Indonesians, 
warehouses and not adequately distributed. The mission in Indo- 
nesia failed to expedite distribution. The MSA controller in Indo- 
nesia complained to the MSA controller in Washington. Nothing 
seems to have resulted from this complaint. 


DIESEL ENGINES FOR FISHING BOATS 


Item No. 8, 1952 fiscal year, the subject is procurement of 340 
diesel engines for fishing boats. MSA authorized procurement of 
340 marine disel engines for installation in fishing boats to be built 
in Indonesia. One hundred engines were purchased and delivered 
from Japan. The boatbuilding output of Indonesia was eight vessels 
a month. The MSA controller in Indonesia reported to the MSA 
controller in Washington projecting time required to utilize 340 
diesels unless boat construction was stepped up. He received no reply. 

Item 9 is Indonesia, fiscal year 1952, the subject is inventory control. 
We have asked for an inventory statement as of June 30, 1952, but 
have been unable to obtain it. The MSA controller has made several 
attempts during fiscal year 1952 to set up an inventory control system 
that would enable MSA in Washington and Indonesia to know how 
to program for the future in light of undistributed stocks on hand. 
The mission chief is reported to have opposed this action upon ground 
that nothing could or should be done to check on the Indonesians 
once they took title or possession. There was never any realistic 
relationship between requests to obligate funds and the utilization of 
previously ordered or received commodities. The mission regarded 
delivery to Indonesia as equivalent to ultimate use by the individuals 
to be benefited. 
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COTTON SHEETING 


Item 10, fiscal year 1952, procurement of cotton sheeting. MSA 
under the pressure of the mission chief in Indonesia financed $620,000 
of cotton sheeting for the Indonesian hospital program. The MSA 
commodity officer, a man of experience, opposed the purchase upon 
the ground that Indonesia had already bought 700 million yards of 
cotton cloth with free exchange earned by high prices of tin and rubber. 
‘Also the mission had stated that grant dollars should not be used to 
buy items that Indonesia could buy for itself through established 
trade channels. Why did the mission chief insist upon this deviation 
policy? 

Item 11, the country is Indonesia, fiscal year 1952, distribution of 
antimalarials. During fiscal year 1952, MSA delivered approximately 
$600,000 of antimalarials, including 15 million chloroquine tablets to 
Indonesia. This was warehoused and not properly distributed. The 
mission failed to expedite delivery and requesied more antimalarials, 
The public-health officer is quoted as having remarked to the MSA 
controller in Indonesia that under existing sysiem of distribution it 
would require several years to use up the stocks on hand. 


THAILAND 


Item 12 is Thailand, fiscal years 1952 and 1953; the subject is 
Programing. For over 18 months the MSA mission transmiited 
wasteful, badly prepared, and poorly justified requests. The mission 
chief in Bangkok admitted this and promised to correct the situation, 
but in fiscal year 1953 requests came in for domestic science and voca- 
tional schools approximating $334,000, and including hundreds of 
items ranging from $1 up to the thousands of dollars. Many electrical 
items were extravagant and impractical. The commodity officers 
opposed the objectional items. ‘The mission insisted upon much of 
the equipment and in a written communication is reported to have 
justified some extravagant domestic science apparatus upon the 
ground that it would enable the Thai housewife to extend “more 
gracious hospitality.”” One might ask to see this document. Several 
months were spent in meetings and communication with Bangkok 
before the projects were reduc ed to eee s size and quality. 

Item 13, again Thailand, fiscal 1952, cans for fish fry. MSA 
Bangkok requested 700 aluminum fish-fry. transportation cans with 
oxygenatine equipment at an approximate cost of $200,000 to be 
used in stocking ponds and lakes. The United States Fish and Wild- 
life Commission recommended against the aluminum cans because of 
the initial cost. The MSA commodity officer in Washineton recom- 
mended the use of Jerry cans. The mission in Pankgok objected and 
insisted upon its original request. The project was temporarily 
dropped but was later reported revived and the request raised from 
700 to 1,000 cans. Whatever happened to the project? 


REQUEST FOR FREEZERS 
Item 14, Thailand, fiscal 1952, request for freezers. The MSA 


mission in Bangkok requested five sharp freezers and storage-room 
equipment to handle surplus fish catches in different areas at a total 
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estimated cost of $80,000. Actually the type of freezer most closely 
approximating the specifications in the request cost $60,000 each. 

he justification for the request omitted any evidence that the fish 
could be properly transported and marketed. The MSA commodity 
officer killed the request which represented another example of time 
and money lost. 

Item 15, again the country is Thailand, the fiscal year 1952, and the 
subject is request for mobile health units. MSA in Bangkok requested 
10 jeep station wagons with 19-foot house trailers and complete 
equipment for mobile health units. The total estimated cost of each 
complete unit was $88,000, of which $72,000 represented mobility and 
only $16,000 represented equipment required for medical treatment. 
The units were intended for back country where roads are impassable 
for half the year except on animal back. The United State. “ublic 
Health Service recommended against the project. The MSA com- 
modity officers killed it over some opposition. Why were projects of 
this sort programed, prepared, and submitted without proper consid- 
eration and review? Why was this state of affairs permitted to con- 
tinue by the Programing Division in Washington? All of this 
represented dollar waste. 


PROCUREMENT OF MICROSCOPES 


Thailand, fiscal 1952, procurement of microscopes. 

MSA in Thailand and Indochina on several occasions requested and 
in some cases obtained binocular oil immersion microscopes costing 
as much as $400 for use by students in agricultural and health training 
schools. The requests usually called for 3 to 4 dozen microscopes at 
atime. In the United States students at same level as the beneficiar- 
ies of MSA microscopes use monocular not binocular types costing 
one-half to one-third as much as the microscopes requested for 
Southeast Asia. This is extravagant and impractical programing of 
an irresponsible type. What was done in Washington to prevent this 
sort of thing? 

PHILIPPINES 


Item 17 is the Philippines, fiscal year 1952, and the subject is pro- 
graming. The Philippine program has been in trouble since its 
inception. Procurement has been based upon improvised and badly 
justified programs and the importation of resalable commodities to 
enerate local currency. The evaluation team which visited the 
*hilippines commented upon the lack of an integrated and well- 
thought-out country program. Between April 1951 and June 30, 
1952, MSA obligated $47 million for the Philippines. As of June 1, 
1953, $7.5 of this amount had been deobligated. Why did all this 
happen? Why did it run uncorrected for nearly 2 years? Who was 
responsible? at and when were steps taken to remedy the situation? 

Item 18, the Philippines, fiscal 1952, attempt to procure machinery 
and equipment for small plants. MSA in Manila shortly before the 
end of fiscal year 1952 requested Washington to finance $4 million of 
unspecified machinery to be installed in a number of small plants. 
The mission did not disclose that the Export-Import Bank had ex- 
pressed an interest in examining these projects with the object of 
possibly making loans. MSA Washington discovered the failure to 
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disclose the facts and refused to approve grant aid for projects that 
might lend themselves to commercial loans. What, if anything was 
done to censure Manila for this attempt to misuse grant aid funds 
and to conceal material facts from Washington? 


MACHINERY AND EQUIPMENT 


Item 19, again the Philippines, fiscal 1952, the subject is procure- 
ment of machinery and equipment for undisclosed plants. Shortly 
after the attempt to procure $4 million of machinery described above, 
MSA financed with grant aid $1.6 million of the same type of ma- 
chinery for unspecified plants. None of the material was to go into 
any of the projects under review by the Export-Import Bank. The 
deal was handled in such a way as to give MSA in Manila a voice in 
determining what plants should receive the dollar exchange and 
obtain the machinery. No one in Washington knows who received 
this machinery. A request to obtain the data from Manila has met 
with no response. 

Item 20, the Philippines, fiscal year 1952, attempt to procure 
unnecessary items for the Los Banos Agricultural College. MSA 
Manila transmitted requests including hundreds of items for the 
rehabilitation of the agricultural college. The requests were im- 
properly screened and reviewed in Manila. The aggregate of the 
items specified produced a duplication. The quantities were 
excessive. For example, 1 item was for 1,364 paint brushes. The 
commodity officer in Washington opposed the requests and after 
sharp discussions with the Program Division scaled down the items 
to reasonable limits. The loss in time and money, caused by the 
faulty requisition, review, discussions, redrafting of ‘the specifications 
and procurement requests, was substantial and unnec essary. What. 
was done to correct this in Manila? 


FERTILIZER 


Item 21, again the Philippines, fiscal years 1952 and 1953, the sub- 
ject is fertilizer. MSA financed large amounts of fertilizer to be 
given to the Philippine Government for resale to generate local cur- 
rency. The Government in order to stimulate sales to small farmers 
who did not particularly want the fertilizer or could not afford it, 
sold at bargain rates on credit and in most cases were unable to collect. 
The evaluation team commented upon this transaction. How much 
did MSA put up in grant aid dollars for the fertilizer program? When 
did they first discover the fertilizer was not being properly distributed? 
When did they stop buying more fertilizer? What, if anything did 
they do to stimulate collections for the ferilizer already sold? Our 
figures show a total of $3,621,000 obligated for Philippine fertilizer 
in fiscal year 1953. 


PHILIPPINE GENERAL HOSPITAL 


Item 22, the Philippines, fiscal years 1952 and 1953, Philippine 
Hospital. MSA allotted almost $1 million to the rehabilitation of the 
Philippine General Hospital. Requests came in from Manila for the 
most expensive and extravagant type of equipment. One was for 
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one or more operating tables costing $5,000, stainless steel trays and 
other receptacles, etc. The commodity officers in Washington 
opposed the extravagant items. The program officer in Manila 
became so intractable that he was brought home for consultation at 
heavy expense and then returned to the Philippines. The procure- 
ment operation has been costly, wasteful, and time consuming. Some 
extravagance has been prevented, but not all according to reports. 
Who was responsible for this? What was done to rectify the situation? 


PROCUREMENT OF HOG CHOLERA VACCINE AND SERUM 


Item 23, the Philippines, fiscal year 1953, procurement of hog 
cholera vaccine and serum. Robert Chisholm, an exporter of Balti- 
more, states that MSA financed the procurement by the Philippine 
Government through trade channels of some $200,000 of hog cholera 
serum. According to Chisholm, PHILCUSA, the purchasing agency 
of the Philippine Government, did not allow open bidding. Part of 
the contract went to a Swiss firm representing Lederle Laboratories 
at 27 cents a dose. Another large piece of the contract went to the 
Araneta Institute of Agriculture in Manila at 35 cents per dose. 
Mr. Chisholm was prepared to bid 23.6 cents per dose on serum to be 
supplied by Pittman Moore Laboratories of Indianapolis and Anchor 
Serum Co. of St. Joseph, Mo. It is estimated that the deals with 
Lederle and Araneta cost the United States taxpayer $34,000. Chis- 
holm and Pittman Moore complained to MSA and apparently a post 
audit claim will be made against the Philippines. What check did 
MSA Washington and Manila make on the activities of PHILCUSA 
to prevent this sort of transaction. Did we fail to exercise any control 
over money we put up? 


PHILIPPINE PROGRAM 


Item 24 is again the Philippines, fiscal 1954, and the subject is 
programing. MSA Washington has transmitted to the Manila 
Mission a proposed fiscal year 1954 Philippine country program. It 
includes (1) ‘‘Industrial resources exploration and appraisal” costing 
$748,000 in equipment and services and requiring 16 technicians and 
14 trainees; (2) ‘‘Technical and engineering services,” costing $335,000 
in services and requiring 14 technicians and 6 trainees; (3) ‘ Pilot 
plants” costing $412,000 in equipment and services and requiring 7 
technicians and 20 trainees. 

There projects should be fully explained for the record, 

Does the ‘Industrial resources exploration” include an aerial mag- 
netic survey of known iron deposits that would in practice benefit 
a few wealthy men? 

Does ‘Technical and engineering services” provide funds to finance 
prospectuses of a promotional character under the industrial develop- 
ment program? 

Does “Pilot plants’ include an electrical metallurgical furnace in 
the Philippines to be used on various types of ores, including laterite? 

If these projects which aggregate $1,500,000 are so vital to Philip- 
pine industry should they not be financed by the few wealthy bankers 
and industrialists likely to be benefited rather than by the United 
States taxpayers? 
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ADDITIONAL TECHNICIANS 


Why are 37 additional technicians required to carry out these 
programs at MSA expense? 

It would appear that since these are in fiscal 1954 this whole matter 
ought to be rather thoroughly explained. ‘These projects would 
aggregate $1,500,000, and if they are vital to the Philtppine industry 
perhaps local financing might be obtained for them. 

Then the question is, Why 37 additional technicians who would be 
required to carry out this program? 


SOUTHEAST ASIA 


Item 25, the area is Southeast Asia, fiscal year 1953, and the subject 
is end of year obligation. Following a customary pattern, MSA, 
between May 15 and June 30, 1953, obligated approximately 20 per- 
cent of the entire fiscal year country allotments for Formosa, Indo- 
china, Philippines, and Thailand. <A table showing breakdown by 
countries is attached. In the case of Thailand nearly $2 million out 
of a total annual allotment of $6.2 million was obligated within the 
last 5 weeks of the fiscal year. Many of the procurement authoriza- 
tions were for commodities for educational scientific use. One of 
these educational and scientific procurements includes a number of 
films chosen no doubt to inspire the Thais and bearing such titles as 
“Salute to the Ladies,” “Chimp the Aviator,” and ‘Physical Fitness 
for Waves—Makeup from the Neck Down.” This procurement 
request 3127, dated May 26, 1953, has been approved and issued. 

Why all this haste to obligate at the last minute? Was it due to 
lack of proper advance programing? 

Senator ELLenper. That one was evidently under Governor 
Stassen. 

Senator Dirksen. I am not sure. But I wanted the record to be 
very, very clear that most of these items were effectuated one way or 
another long before Governor Stassen ever came to his present 
responsibility. 

Mr. Srassen. Mr. Chairman, I appreciate you calling these to my 
attention. I will have each of them looked up carefully, and give you 
a full report. I think I would express one note about it, and that is 
any place where the name of anyone not an American is mentioned, 
| would hope that it is not made public until we complete the investiga- 
tion. Sometimes these matters might figure in politics or in a cam- 
paign or something, and if there were any false impression in that 
report it would be very unfortumate if we published foreign nationals’ 
names at a time when it was not finally determined what the situation 
is. 

Senator Dirksen. I tried to get these in shape so that they would 
be numbered, and they would be easy to follow. Your staff can take 
them and run them down, and after each item you can make the 
appropriate comment. 

Mr. Strassen. We will make a thorough report to you. 

(The report referred to follows:) 
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Tue MSA ProcrRam Process 


In several instances the committee requests information on the steps, if any, 
taken by MSA/W to prevent the missions from submitting excessively elaborate 
requests for procurement, requiring an immoderate amount of screening. It 
seems appropriate, therefore, to review the programing process as a prerequisite 
to understanding the roles played by the participating government, the mission, 
and MSA/W in the planning and procurement of supplies. 

Programing is jointly undertaken by the participating country and the mission, 
The MSA field personnel, who are actually on the spot and who have an under- 
standing of both the practical and psychological problems involved, are expected 
to recommend the most effective action to achieve MSA objectives in their par- 
ticular country. The Washington headquarters’ responsibility is to review these 
recommendations within the context of a mutually approved country program, 
and in the light of budgetary considerations, agency policies, experience in other 
countries, and procurement possibilities. 

Firm requests are initially prepared by responsiblie officials of the participating 
country and are subsequently screened by the missions. In the underdeveloped 
countries problems of immense size demand bold and imaginative action. More- 
over, the political situation in certain countries adds a large element of urgency. 
It is not surprising that in responding to this challenge missions often are tempted 
to request more ambitious projects and larger expenditures than the program can 
sustain. The interchange between the missions in carrying on their projects and 
the Washington staff in servicing them requires continuous communication by 
cable, airgram, letter, and personal visits. This interchange is the life of the 
programing process. 

In this process MSA/W has been providing continuing guidance to the missions, 
clarifying their tasks and their understanding of the goals to be achieved. Grad- 
ually, the missions and government officials of the participating countries have 
curbed their enthusiasm and have screened requests more carefully, with the re- 
sult that less screening is now required in Washington. Evidence of MSA/W’s 
guidance to the missions on the subject of procurement is contained in the follow- 
ing series of airgrams. 


1. REPTO CIRC AD-37 
Subject: Reporting on ECA Aid. 
Date: December 30, 1949. 

Sets forth basic policies to be followed by the missions in checking on and 
reporting the arrival, distribution and use of ECA-financed procurement by 
participating countries. 

2. ECATO CIRC FA-36 
Subject: Distribution and Utilization of ECA-financed commodities. 
Date: October 22, 1951. 

Assigns responsibility for effective utilization of supplies, pointing out the 

need for proper programing in order to effect such utilization. 


3. MUSTO CIRC FA-213 
Subject: Policy Guides. 
Date: April 18, 1953. 
Sets forth approved MSA policy for a wide variety of questions posed by 
the Mission Chiefs in the Far East in a joint cable. 


4. MUSTO CIRC FA-140 


Subject: MSA Policy Regarding Procurement. 
Date: January 31, 1953. 
MUSTO CIRC FA-143 
Subject: As above. 
Date: February 2, 1953. 
MUSTO CIRC FA-221 
Subject: As above. 
Date: April 25, 1953. 
This series of related airgrams provides guidance on procurement proce- 
dures and outlines policies to be followed by the missions in screening firm 
requests. 
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FISCAL YEAR 1952 
Country: Burma, 
Subject: Last-Minute Obligation of Funds. 

Question No. 1: Burma was allotted $14 million in fiscal year 1952. MSA 
was unable to program more than $8,500,000 by the end of May. Between June 
1 and 30, 1952, MSA obligated $5,500,000 for Burma, knowing that several of 
the projects were weak and did not meet MSA standards. This was done to 
obligate all the funds by the end of the fiscal year. Was there any other motive? 
(Refer exhibits D--2—A). 

Answer: The fiscal year 1952 Burma program started slowly because of delay 
by the Burma Economie Aid Committee (BEAC) in presenting project pro- 
posals to the MSA Mission. Both tried to develop proposals on the basis of a 
technical report then being prepared by consulting engineers (Knappen, Tippett, 
Abbett of New York) retained by the Government of Burma, through MSA, to 
make an economic and technological survey of the country. This eaused delay 
in obligating funds because of the necessity to resolve disagreement on some 
of the report’s recommendations. 

The normal process of project planning was further checked by long negotia- 
tions with the Government of Burma about acceptance of section 511 (b) of 
the Mutual Securitv Act. Most aid activity was in fact suspended for nearly 
8 weeks at the middle of the 1952 fiscal year. The MSA Mission nevertheless 
predicted that fiscal year 1952 funds could be fully and soundly committed 
as soon as the engineers’ report was evaluated by the Government of Burma 
and MSA/W. 

On April 17, however, MSA/W calculated that the Government of Burma 
probably could not use effectively more than $11.8 million in fiseal year 1952 
and that the remainder might be made available at need for other MSA Asia 
programs progressing more rapidly. 

During May and June BEAC presented numerous project proposals based 
largely on the KTA preliminary report. They in fact totaled $3.9 million more 
than the $14 million contemplated. These were then carefully reviewed in 
MSA/W, and the MSA Mission at Rangoon and the Washington Embassy of 
Burma were informed that judgment on the merits of some proposals were de- 
ferred pending receipt of the final KTA report, expected shortly. 

At the same time, the Congress decided to transfer the Burma program to TCA, 
effective July 1, 1952. It was feared that the combination of a transfer of agency 
responsibility and a simultaneous cut in funds would be misinterpreted by the 
Burmese as a serious change in United States policy with respect to the Govern- 
ment of Burma. 

Despite MSA’s previous desire to defer full obligation pending analysis of the 
KTA complete report, it was decided, in consultation with the Department of 
State, to commit the entire $14 million originally scheduled. The chief reason 
was to reassure Burma of American sympathy with its aspirations, but it was 
also expected that fully adequate justifications of project and fund allocations 
would soon be provided on the basis of the KTA report. The Administrator of 
TCA urged this course, as did political officers of the Department of State. The 
shock of the transfer was in this way cushioned. 

Commitments made by MSA during June were made with the proviso, however, 
that TCA (State) would defer actual procurement until it could review all MSA 
analyses. The Government of Burma expressed appreciation of the deference 
shown to its desires but understood that careful project analysis was only deferred. 
The funds were actually utilized only for projects that were carefully investigated 
and fully justified. 


Country: Burma. 
Subject: Example of projects approved in June 1952. 


Question No. 2: MSA approved procurement of a pottery plant, costing $45,000, 
notwithstanding the availability of another type of plant costing only $35,000 
and having 5 times the capacity of the more expensive plant. This procurement 
was carried out against the advice of the MSA Commodity Officer as part of the 
last-minute rush. 

Answer: Burma, in Firm Request 87, dated March 26, 1952, requested a small 
ottery plant for a cottage industry project located 20 miles outside of Rangoon. 
The Firm Request estimated the cost at $35,000, including transportation. The 
plant was procured in Japan, and delivered to Burma at an actual cost of $31,767. 
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Country: Burma. 
Subject: Extension of Knappen, Tippetts & Abbett, engineering contract, a last- 
minute obligation of funds June 30, 1952. 

Question No. 3: In August 1951 MSA financed at cost of $1,500,000 a 2-year 
economic and industriel survey contract between Knappen, Tippetts & Abbett 
and Burma. In spring of 1952 the engineers submitted a report outlining an 
8-year industrial development program at an estimated cost of the equivalent of 
$1.5 billion. This was unrealistic and beyond Burma’s capacity to finance or 
absorb. The engineers asked for an increase of $450,000 in their contract price, 
alleging the need for more personnel in the field. This they were obligated to pro- 
vide under the original contract. MSA approved the increase. What was the 
justification? 

Answer: Burma requested an expansion in the KTA contract of $519,000. MSA 
approved $450,000. This expansion provided for added manpower, whose work 
covered the following fields: (a) design of several specific hydroelectric plants; 
(6) exploration of irrigation projects to provide water for 1,200,009 acres; (c) de- 
velop vent of plans for a number of industries such as bamboo for papermaking; 
(d) design of ship-to-shore telecommunications; and (e) analysis of Burma’s 5-year 
agricultural plan to restore 2.5 million acres to production and other related agri- 
culturel problems. It is correct that a question was raised in MSA/W whether 
the origins! contract was broad enough to cover these services. It was determined 
thet it was not. When TCA took over responsibility for the Burma program from 
MSA on July 1, 1952, it accepted all legal obligations incurred by the United States 
Government in Burma. The expanded contract for KTA was signed by TCA 
on February 12, 1953. 


Country: Indonesia. 
Subject: Procurement of fertilizer. 

Question No. 4: Fertilizer brought into Indonesia by MSA for demonstration 
purposes was used for resale at prices that small planters could not pay. This 
resulted in undistributed stocks. An ex-MSA official in Indonesia states that the 
fertilizer program was a means of using appropriated funds for which there were 
no other programs. What was the total amount of fertilizer brought in and what 
happened to it? 

Answer: One of Indonesia’s major problems, recognized by both the Indonesian 
Government and our own political and economic officials in Indonesia, is the 
necessity of utilizing its searce foreign exchange to import large quantities of rice. 
Rice is produced in Indonesia by small farmers and the average per acreage yield 
is less than half of that in Japan. One of the quickest methods of increasing rice 
production is to introduce commercial fertilizer, which has traditionally not been 
used by the individual small farmer. For this reason, the MSA programs in 
fiscal years 1951 and 1952 together included approximately 11,000 tons of super- 
phosphate and 4,500 tons of ammonium sulfate at a total cost of $1,244,000. 
By June 1952, almost 10,000 tons of superphosphate and 2,000 tons of ammonium 
sulfate had arrived in Indonesia. 

The Indonesian Government deposited counterpart against fertilizer at its 
full commensurate value, as it did for other ECA commodities. The fertilizer 
was distributed by the Ministry of Agriculture to areas specially selected for 
demonstration purposes where soil surveys showed that the particular type of 
fertilizer would be most beneficial. It was offered for sale at a price below cost. 
Spot surveys indicated good distribution to the selected test areas but, in some 
cases, small farmers were reluctant to pay eash for fertilizer because they had not 
been convinced of its increased yields. 

The overall success of the fertilizer and other programs initiated by the Indo- 
nesian Food Production Commission with MSA and TCA assistance is attested 
by the rice crop in Indonesia which has risen sufficiently to permit a lowering of 
rice imports in 1953. 


Country: Indonesia 
Subject: Procurement of fishing boats 


Question No. 5: MSA financed 75 fishing vessels for Indonesia. Notwith- 
stending time lag of many months between placement of contracts and deliveries, 
no adequate provisions had been made by anyone for crews. Half of the boats 
remained unused for 6 months after arrival. Some could not be used for 8 months. 
The MSA controller in Indonesia addressed memoranda upon the subject to 
Mr. Hayes but these remained unanswered. 
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Answer: The 75 motorized fishing boats imported into Indonesia from Japan 
were of a type not previously used in Indonesia. Crews of necessity had to be 
trained in the use of the boats after the boats arrived. And end-use check in the 
spring of 1953 by United Stxtes officials showed that these boats accounted for an 
increased fish catch of 8,000 tons in calendar year 1952, even though half the beats 
were still being used for training additional crews to man new boats under con- 
struction in Indonesia. This project is rated one of the top successes of the MSA 
program in Indonesia. 


Country: Indonesia. 
Subject: Procurement of coagulating pans used in collection of rubber. 

Cuestion No. 6: MSA financed purchase of estimated 2-year supply of aluminum 
coagulating pans to small planters who were accustomed to use tin cans and could 
not pay price of aluminum pans. The result was a large unsold balance that 
ultimately fell into the hands of private dealers. 

Answer: In 1951 the United States was anxious to be able to purchase as much 
rubber of as high a quality as possible. Smallholder rubber farmers in Indonesia 
were producing very low quality slab and sheet rubber. For this reason, MSA 
ordered coagulating pans for the Ministry of Agriculture, Smallholder Rubber 
Service, to help the small farmer produce a better quality product and thus earn 
more money. By January 1952, some 272,800 of the pans (about one-third of 
those procured) had been distributed, indicating that they met an important need 
but had been ordered in too large a quantity at one time. Subsequent distribu- 
tion was adversely affected by the severe drop in rubber prices in 1952, which 
resulted in many small farmers shifting from rubber cultivation to rice cultiva- 
tion. On the basis of field trips into Sumatra, MSA officials recommended that 
the price of coagulating pans be reduced to reflect this drop in rubber prices. 


Country: Indonesia. 
Subject: Medical Supplies. 

Question No. 7: MSA financed $500,000 of medical supplies including anti- 
biotics, but excluding antimalarials. These items were delivered to the Indo- 
nesians, Warehoused and not adequately distributed. The Mission in Indonesia 
failed to expedite distribution. The MSA controller in Indonesia complained 
to the MSA controller in Washington. Nothing seems to have resulted from this 
complaint. 

Answer: Medical supplies were ordered by MSA in 1951-52 for use in Indonesian 
Government hospitals and clinics, for which UNICEF also was contributing some 
equipment. I[t is correct that in 1952 MSA supplies arrived in Djakarta at a rate 
faster than the Government of Indonesia was then able to transfer these supplics 
to its hospitals. A subsequent inventory in February 1953, made jointly by the 
TCA medical supply officer in Indonesia, the regional director of UNICEF, and 
the Indonesian Ministry of Health, indicated three-fourths of the MSA supplies 
had been distributed, and allocations were then made for the balance of supplie; 
on hand, 

Distribution of the first token shipment was slow but as the main supply of 
antibiotics arrived late in 195] and early in 1952, MSA officials followed more 
closely their distribution. By March 1952 all but 189,000 vials out of over 1 
million imported had been sent by air-freight to 30 hospitals and dispensaries from 
northern Sumatra to distant points in the Moluccas and lesser Sunda Islands. 


Country: Indonesia. 
Subject: Procurement of 349 diesel engines for fishing boats. 

Question No. 8: MSA authorized procurement of 349 marine diesel engines for 
installation in fishing boats to be built in Indonesia. One hundred engines were 
purchased and delivered from Japan. The boat-building output of Indonesia 
was eight vessels a month. The MSA controller in Indonesia reported to the 
MSA controller in Washington projecting time required to utilize 340 diesels 
unless boat construction was stepped up. He received no reply. 

Answer: The Government of Indonesia undertook to construct 60-ton fishing 
boats in Indonesia to utilize diesel engines imported by MSA. The construction 
of these boats rose from a rate of about 100 a year at the close of 1951 to a rate of 
250 a year at the close of 1952. Over 100 boats were on the ways in February 
1953 when TCA officials checked the yards. This type of boat has proved so 
successful that construction will undoubtedly continue after United States aid 
is completed. 
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Country: Indonesia. 
Subject: Inventory control. 


Question No. 9: We have asked for an inventory statement as of June 30, 1952, 
but have been unable to obtain it. The MSA controller has made several attempts 
during fiscal year 1952 to set up an inventory control system that would enable 
MSA in Washington and Indonesia to know how to program for the future in light 
of undistributed stocks on hand. The mission chief is reported to have opposed 
this action upon the ground that nothing could or should be done to check on the 
Indonesians once they took title or possession. There was never any realistic 
relationship between requests to obligate funds and the utilization of previously 
ordered or received commodities. The mission regarded delivery to Indonesia 
as equivalent to ultimate use by the individuals to be benefited. 

Answer: In the opinion of the mission chief, the Comptroller’s proposals were 
in general impractical and unsuited to the needs of the situation, both from a 
political and from a management viewpoint. MSA-financed imports in fiscal 
year 1952 and after were all related to specific projects, and data on existing stocks 
or other local availability of the needed commodities were of course obtained 
before recommending imports. An inventory control system for drugs and med- 
ical supplies of types financed under the mutual security program has been set up 
and is in operation. Only a few other types of commodities were reordered at all. 
and in these cases the rate of consumption and the Comptroller’s end-use report 
on inventories of previously financed imports were taken into account in eliminat- 
ing future needs. This project-by-project review of inventories and requirements 
was considered superior to a comprehensive inventory control system that would 
cover many commodities which would not be reordered. 


Country: Indonesia. 
Subject: Procurement of cotton sheeting. 


(Question No. 10: MSA, under the pressure of the mission chief in Indonesia, 
financed $620,000 of cotton sheeting for the Indonesian hospital program. The 
MSA commodity officer (a man of experience) opposed the purchase upon the 
ground that Indonesia had already bought 700 million yards of cotton cloth with 
free exchange earned by high prices of tin and rubber. Also the mission had 
stated that grant dollars should not be used to buy items that Indonesia could 
buy for itself through established trade channels. Why did the mission chief 
insist upon this deviation in policy? 

Answer: Sheeting was requested by Indonesia for rehabilitation of hospitals 
which had been stripped during the war with Japan and the struggle for inde- 
pendence. As late as December 1952, the United States health staff in Indo- 
nesia found hospital patients in major hospitals sleeping on bare ticking. The 
MSA procured sheeting arrived early in 1953. End-use checkers found the 
sheeting in use in hospitals within 30 days. The reference to 700 million yards of 
cotton cloth imported into Indonesia prior to the MSA hospital order consisted 
of dress goods procured by private traders for commercial sale. 


Country: Indonesia. 
Subject: Distribution of antimalarials. 

Question No. 11: During fiscal year 1952 MSA delivered approximately $600,000 
of antimalarials including 15 million chloroquine tablets to Indochina. This was 
warehoused and not properly distributed. ‘lhe mission failed to expedite delivery 
and requested more antimalarials. The public-health officer is quoted as having 
remarked to the MSA controller in Indonesia that under the existing system of 
distribution it would require several years to use up the stocks on hand. 

Answer: The $600,000 in antimalarials consisted of: 


DBs ilabaSepiiuscuss Loeb veodes Ue see) Secb hee dee $330, 000 
Ghlovseitesmcsckecalic cis dad ER eT ah. ecules 236, 000 
Sprayers and laboratory equipment_--_-...........--..-.----------.- 30, 000 


Within 12 months, two-thirds of the DDT and all sprayers and laboratory 
equipment had been put into use. One-third of the DDT, although meeting 
United States Army standards, was found to be faulty in suspension under trop- 
ical conditions in Indonesia and, after tests in Indonesia and in the United States, 
has been ordered returned to the United States for reprocessing. The chloroquine 
tablets were ordered for use by Indonesian families being resettled from Java to 
Borneo and Sumatra, under conditions which prevent antimalarial spraying. 
Since the land clearing for this resettlement project is still underway, and only 
part of the resettlement has taken place, over half of the chloroquine is still held 
in reserve by the Indonesian Government for use by the additional families as 
they resettle. 
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FISCAL YEARS 1952 AND 1953 
Country: Thailand. 
Subject: Programing. 

Question No. 12: For over 18 months the MSA mission transmitted wasteful, 
badly prepared, and poorly justified requests. The mission chief in Bangkok 
admitted this and promised to correct the situtaion but in fiscal year 1953 requests 
came in for domestic science and vocational schools approximating $334,000 and 
including hundreds of items ranging from $1 up to the thousands of dollars. 
Many electrical items were extravagant and impractical. The commodity officers 
opposed the objectionable items. The mission insisted upon much of the equip- 
ment and in a written communication is reported to have justified some extrava- 
gant domestic-science apparatus upon the ground that it would enable the Thai 
housewife to extend ‘“‘more gracious hospitality.” One might ask to see this 
document. Several months were spent in meetings and communication with 
Bangkok before the projeets were reduced to proper size and quality. 

Answer: Virm requests prepared by the Thai Government during fiscal year 
1952 were in many instances insufficiently screened by STEM/Bangkok, and 
MSA/W therefore requested that they be rescreened and resubmitted. The 
mission chief, in recognition of the situation, undertook the necessary remedial 
measures, bringing to this task his experience as president of a large shipbuilding 
concern. As a result the quality of firm requests were gradually improved, 
especially during the latter half of fiscal year 1953. 

The problems which arose in regard to the referenced requests reflect, although 
in exaggerated form, differences of opinion which are bound to arise occasionally 
between distant MSA missions and headquarters in Washington. Sereening of 
all firm requests by MSA/W commodity officers would not otherwise be necessary. 
For example, procurement by MSA/W of many small items was justified by the 
mission chief first, because he knew from experience in Thailand that local procure- 
ment was costly, difficult, and time consuming, and, second, because of his 
personal conviction that there was ‘a definite advantage to the American busi- 
nessman in educating Thai carpenters, mechanics, housewifes, ete., in the use of 
American equipment of good quality.” 


FISCAL YEAR 1952 
Country: Thailand. 
Subject: Cans for fish fry. 

Question No. 13: MSA Bangkok requested 700 aluminum fish-fry transporta- 
tion cans with oxygenating equipment at an approximate cost of $200,000 to be 
used in stocking ponds and lakes. The United States Fish and Wildlife Commis- 
sion recommended against the aluminum cans because of the initial cost. The 
MSA commodity officer in Washington recommended the use of Jerry cans. 
The mission in Bangkok objected and insisted upon its original request. The 
project was temporarily dropped but was later reported revived and the request 
raised from 700 to 1,000 cans. Whatever happened to the project? 

Answer: In its written review of the request for aluminum cans MSA/W con- 
sidered the costs excessive. In attempting to find a cheaper substitute, MSA/W 
suggested the use of Jerry cans but, upon checking with the Fish and Wildlife 
Service, found the effect of rust would kill small fish. MSA/W, with the assistance 
of a plastic engineering firm, arranged for procurement of 700 plastic containers 
at considerably less cost than for aluminum, 


Country: Thailand. 
Subject: Request for freezers. 

Question No. 14: The MSA mission in Bangkok requested five sharp freezers 
and storage room equipment to handle surplus fish catches in different areas 
at a total estimated cost of $80,000. Actually the type of freezer most closely 
approximating the specifications in the request cost $60,000 each. The justifi- 
cation for the request omitted any evidence that the fish could be properly trans- 
ported and marketed. The MSA commodity officer killed the request which 
represented another example of time and money lost. 

Answer: The Government of Thailand, through the mission, requested the 
five quick-freezing units to preserve surplus quantities of fish caught during cer- 
tain seasons. It was intended to help improve the protein deficiencies in the 
Thai diet, which is a part of the MSA program in Thailand. However, since 
refrigerated transportation and marketing facilities were limited, MSA/W, after 
review and consultation with the mission, disapproved this project. No money 
or much time was in fact lost. 


36234—53 26 
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Country: Thailand. 
Subject: Request for mobile health units. 

Ouestion No. 15: MSA Bangkok requested 10 jeep station wagons with 19-foot 
house trailers and complete equipment for mobile health units. The total 
estimated cost of each complete unit was $88,000, of which $72,000 revrevented 
mobilitv and onlv $16,000 represented equipment required for medical treatment. 
The units were intended for back country where roads are impassable for half 
the vear except on animal back. The United States Public Health Service 
recommenced against the project. The MSA commodity officers kilted it over 
some opposition. Why were projects of this sort programed, prepared, and sub- 
mitted without proper consideration and review? Whv was this state of affairs 
permitted to continue by the Programing Division in Washington? All of this 
represented dollar waste. 

Answer: After receipt of the firm request described, the mission was informed 
in cetail by MUSTO A-—105 that large mobile health units were unsuccessful in 
other areas. ECAexrerience in Greece ana that of the Institute of Inter-American 
Affsirs in South America with heavy, unwieldy equipment was described. The 
mission then programed fixed-community clinics as being more realistic and did 
not again request such equipment. 


Country: Thailand and Indochina. 
Subject: Procurement of microscopes. 

Question No. 16: MSA in Thailand and Indochina on several occasions requested 
and in some cases obtained binocular oil emersion microscopes, costing as much 
as $400, for use by students in agricultural and health training schools. The 
requests usually called for 3 to 4 dozen microscopes at a time. In the United 
States, students at the same level as the beneficiaries of MSA microscopes use 
monocular not binocular types costing one-half to one-third as much as the 
microscopes requested for southeast Asia. This is extravagant and impractical 
programing of an irresponsible type. What was done in Washington to prevent 
this sort of thing? 

Answer: Listed below are the firm requests for health and agricultural programs 
in Indochina and Thailand, which include requests for binocular microscopes. 

These weve intended for agricultural research in addition to student training, 
but the 3 model DDE’s were eliminated by MSA/W because in our judgment the 
2 microscotes which were approved were sufficient for the scope of the research 
possible within the limits of the funds allocated to the project. 

By far the largest proportion of requests for microscopes have been for monocu- 
lars for student training. 


(See p. 919 for detailed answer.) 


Country: Philippines. 
Subject: Programing. 

©uestion No. 17: The Philippine program has been in trouble since its inception. 
Procurement has been based upon improvised and badly justified programs and 
the importation of resalable commodities to generate local currency. The 
evaluation team which visited the Philippines commented upon the lack of an 
integrated and well-thought-out country program. Between April 1951 and 
June 30, 1952, MSA obligated $47 million for the Philippines. As of June 1, 
1953, $7.5 million of this amount had been deobligated. Why did all this hapnen? 
Why did it run uncorrected for nearly 2 years? Who was responsible? What 
and when were steps taken to remedy the situation? 

Answer: MSA does not concur in the statement that “the Philippine program 
has been in trouble sinee its inception.’ On the contrary, there has been a 
substantial record of accomplishments, which has been provided to the committee 
staff. 

MSA began operations in the Philippines in April 1951, immediately following 
a period of financial and administrative crisis, when the threat posed by the 
Communist-led Huk insurrection had reached serious proportions. The need 
for prompt and effective action to meet the existing situation permitted no interval 
in which new long-range plans could be developed. As a result, the MSA pro- 
grams for April-June 1951 and fiscal year 1952 were designed to meet current 
critical needs and were based upon the specific recommendations of the United 
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States economic survey mission of 1950 (Bell report) and the Philippine agricultural 
and industrial development program of 1950, plus a variety of technical and eco- 
nomic surveys made after World War II by responsible American private and 
official groups. 

It is correct that the financial situation in the Philippines required that ap- 
proximately 25 percent of the program be devoted to import of salable com- 
modities (largely industrial machinery and fertilizer) to generate local currency 
needed to carry development projects forward. However, in fiscal year 1953, 
this type of expenditure was discontinued, due to marked improvement in Govern- 
ment revenues. Furthermore, concrete steps were taken during fiscal year 1953 
toward developing a comprehensive country program. Under an MSA counter- 
part project, the National Economie Council (the Philippine body responsible 
for overall economic policy and programing) has been reactivated and, at the 
direction of the Philippine President, is appraising progress since 1950 pre- 
paratory to revising and improving the Philippine development program. ‘The 
proposed illustrative MSA program for fiscal year 1954 is tightened and con- 
centrated. It is intended that in its final form, it be carried out in the context 
of an integrated country program developed by the Philippines, 

Deobligations for the Philippines have been high because every effort has been 
made to take advantage of additional information and to adapt to changing 
conditions, and thus to assure the most judicious use of United States appropriated 
funds. Actually, true deobligations on June 1, 1953, amounted to only $4.8 
million, of which a substantial part were the result of changed availabilities and 
prices. An additional $3.2 million consisted of administrative bookkeeping 
adjustments offset by identical new obligations and having no substantive effect 
on the program. 

Firm corrective steps have been taken to overcome operating difficulties and 
to improve implementation of approved projects. A series of instructions begun 
in early January now require that (a) complete procurement specifications be 
yrepared and screened by the MSA mission before submission of requests to 
MSA, (b) the Philippine Government assure procurement will be initiated within 
30 days after it is authorized, and (c) new project proposals be carefully reviewed 
by the MSA mission for explicit relation to major program objectives. 
Country: Philippines. 

Subject: Procurement of machinery and equipment for small plants. 

Question No. 18: MSA in Manila shortly before the end of fiscal year 1952 re- 
quested Washington to finance $4 million of unspecified machinery to be installed 
in a number of small plants. The mission did not disclose that the Export- 
Import Bank had expressed an interest in examining these projects with the object 
of possibly making loans. MSA/W discovered the failure to disclose the facts and 
refused to approve grant aid for projects that might lend themselves to commercial 
loans. What, if anything, was done to censure Manila for this attempt to misuse 
grant-aid funds and to conceal material facts from Washington? 

Answer: MSA/W knows of no deliberate attempt by the Philippine mission to 
withhold information. We understand that.a number of projects were recognized 
as being of interest to certain Export-Import Bank officials, but no formal position 
had been established with respect to them by the bank. It was believed that the 
Export-Import Bank could not possibly make loans on all of the projects in w! ich 
they had »xpressed tentative interest. It is true that the procurement authoriza- 
tion was not issued and Manila was told that complete advantage must be taken 
of loan funds from other sources before the grant-aid funds should be called upon. 
Country: Philippines. 

Subject: Procurement of machinery and equipment for undisclosed plants. 

Question No. 19: Shortly after the attempt to procure $4 million of machinery 
described above, MSA financed with grant aid $1.6 million of the same type of 
machinery for unspecified plants. None of the material was to go int» any of the 
projects under review by the Export-Import Bank. The deal was handled in such a 
way as to give MSA in Manila a voice in determining what plants should receive 
the dollar exchange and obtain the machinery. No one in Washington knows who 
received this machinery. A request to obtain the data from Manila has met with 
no response. 

Answer: Procurement Authorization No. 92-780—-00-999-2331 issued June 30, 
1952, in an amount of $1,623,000 was the final authorization under the category 
‘‘Maintenance of Essential Supply.’”’ The PA provided industrial machinery, the 
sale of which in the Philippines was to generate local currency needed to support 
MSA dollar financed projects. As with all PA’s for “Maintenance of Essential 
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Supply,” the mission screens and evaluates eligible ee as to soundness 
and benefits of proposals to the Philippine economy. Following that, the mission, 
PHILCUSA and the central bank in joint review agree to subauthorization of 
funds to various industries. 

The machinery and parts were required for modernization and expansion of 
economically sound small industrial plants, in particular for the tanning, shoe- 
making, woodworking, printing, and textile jodie which would contribute 
greatly toward the saving of dollars by minimizing imports of finished products 
which could be produced locally. It would also favorably affect the employment 
situation. While MSA mission comptrollers are required to make enough end- 
use investigations, on a sampling basis where suitable, to determine that MSA- 
financed commodities are promptly and properly utilized, existing procedures do 
not require that MSA Washington be informed of the names of purchasers of 
commodities sold for private use. 


Country: Philippines. 
ee Attempt to procure unnecessary items for the Los Banos Agricultural 
ollege. 

Question No. 20: MSA/Manila transmitted requests including hundreds of 
items for the rehabilitation of the agricultural college. The requests were im- 
properly screened and reviewed in Manila. The aggregate of the items specified 
produced much duplication. The quantities were excessive. For example, one 
item was for 1,364 paint brushes. he commodity officer in Washington opposed 
the requests and after sharp discussions with the program division seiied down 
the items to reasonable limits. The loss in time, and money caused by the faulty 
requisition, review, discussions, redrafting of the specifications and procurement 
ae was substantial and unnecessary. What was done to correct this in 

anila? 

Answer: This is an example of the genuine desire on the part of the Philippine 
Government and the MSA mission to do an effective job of rehabilitating the 
agricultural college. The enthusiasm expressed itself in requests which were 
excessive in the light of the program objectives. 

The mission depends for final screening on specialists, some in Manila and 
others in Washington. 

By personal discussions with Manila officials while on consultation in Wash- 
ington and by visiting MSA/W officials in Manila, by cable, and by letter, 
STEM/Manila has been given specific instructions to exercise more caution in 
project planning, reviewing specifications, and screening requests before for- 
warding them to Washington. At the same time MSA/W has given increased 
attention to the screening of all requests received from the field. There are 
numerous cables and letters in our files notifying Manila that certain items have 
been deleted, numbers reduced, or less expensive items substituted. While these 
provide reasonably explicit guides, it is obviously impossible to list all unacceptable 
items, and screening largely becomes a matter of judgment. 


FISCAL YEAR 1952-53 
Country: Philippines. 
Subject: Fertilizer. 

Question No. 21: MSA financed large amounts of fertilizer to be even to the 
Philippine Government for resale to generate local currency. The Government, 
in order to stimulate sales to small farmers who did not particularly want the 
fertilizer or could not afford it, sold at bargain prices on credit and in most cases 
were unable to collect. The evaluation team commented upon this transaction. 
How much did MSA put up in grant-aid dollars for the fertilizer program? When 
did they first discover that the fertilizer was not being properly distributed? 
When did they stop buying more fertilizer? What, if anything, did they do to 
stimulate collections for the fertilizer already sold? Our figures show a total of 
$3,621,000 obligated for Philippine fertilizer in fiscal year 1953. 

Answer: The increased use of fertilizer is of first importance in increasing food 
production in the Philippines, and neue for demonstration purposes are still 
considered an essential part of the MSA program. 


MSA has financed the purchase of fertilizer as follows (in millions of dollars): 
Fiscal year 1951, $3.4; fiseal year 1952, $3.7; and fiscal year 1953, $4.3. The 
Philippine Government was required to appropriate counterpart funds equivalent 
to the full dollar value. About 75 percent of the fertilizer was for demonstration 
sale, at lower than market price, to small farmers who needed to learn its value in 
increasing the production of corn and rice, their principal crops. No farmer could 
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obtain more than 9 or 10 bags. By June 30, 1953, some 170,000 small farmers, 
most of whom had not previously used fertilizer, had bought supplies from the 
Philippine Government. The other 25 percent was distributed through private 
trade channels. Fertilizer distributed in both ways has greatly increased produc- 
tion of those crops for which it is used. 

Early in the program it became apparent that improvements were necessary 
in the distribution of the demonstration fertilizer. In the first quarter of fiscal 
year 1953 it was evident that the collection program was not satisfactory. 
Changes were made in the procedure, to reduce losses and to assure distribution to 
small and needy farmers. There were few instances of actual diversion, and in 
each case reimbursement by the offender was required. 

The Philippine Government has completely reorganized its agency responsible 
for the fertilizer program, and improvements in procurement, distribution, and 
collections have been made to put the program on a much sounder basis. A new 
collections system was initiated early in 1953 and a large staff of collectors was 
put into the field. Reports by June 1, 1953, indicated that collections on fertilizer 
sold — the start of the program had risen about 35 percent during the preceding 
5 months. 


Country: Philippines. 
Subject: Philippine hospital. 


Question No. 22: MSA allotted almost $1 million to the rehabilitation of the 
Philippine General Hospital. Requests came in from Manila for the most 
expensive and extravagant type of equipment. One was for one or more operating 
tables costing $5,000, stainless steel trays and other receptacles, ete. The 
commodity officers in Washington opposed the extravagant items. The program 
officer in Manila became so intractable that he was brought home for consultation 
at heavy expense and then returned to the Philippines. The procurement opera- 
tion has been costly, wasteful and time consuming. Some extravagance has 
been prevented, but not all according to reports. Who was responsible for this? 
What was done to rectify the situation? 

Answer: This is an instance of the mission, confronted with serious problems, 
being tempted to approve more ambitious items than the program could provide. 
It should also be understood that doctors and highly trained technicians who 
are accustomed to using the finest equipment in the United States are naturally 
inclined to the use of the same kind of equipment when they are operating abroad. 

To rectify this situaion, MSA/W is in the final steges of preparing a catalog 
of hospital and medical material which will be used by all missions in screening 
requests of foreign governments. This catalog specifies economical but sub- 
stantial equipment, and deviation therefrom will be allowed only in extreme 
cases and by specific permission. 

As stated elsewhere in this report, many other actions have been taken by 
MSA/W to correct errors in procurement. 


FISCAL YEAR 1953 
Country: Philippines. 
Subject: Procurement of hog-cholera vaccine and serum. 


Question No. 23: Robert Chisholm, an exporter of Baltimore, states that MSA 
financed the procurement by the Philippine Government through trade channels 
of some $200,000 of hog-cholera serum. According to Chisholm, PHILCUSA, 
the purchasing agency of the Philippine Government, did not allow open bidding. 
Part of the contract went to a Swiss firm representing Lederle Laboratories at 
27 centsadose. Another large piece of the contract went to the Araneta Institute 
of Agriculture in Manila at 35 cents per dose. Mr. Chisholm was prepared to 
bid 23.6 cents per dose on serum to be supplied by Pittman Moore Laboratories 
of Indianapolis and Anchor Serum Co. of St. Joseph, Mo. It is estimated that 
the deals with Lederle and Araneta cost the United States tuxpayer $34,000. 
Chisholm and Pittman Moore complained to MSA, and apparently a post-audit 
claim will be made against the Philippines. What check did MSA Washington 
and Manila make on the activities of PHILCUSA to prevent this sort of trans- 
action? Did we fail to exercise any control over money we put up? 

Answer: This is a very recent case, having come to the attention of MSA/W 
on June 22, 1953. A complete report has been requested. In an exchange of 
cables, the mission was advised that procurement must he in compliance with 
section 201.22 (a) (1) of MSA Regulation 1. When advised that an irrevocable 
letter of credit had been issued, MSA/W requested a full report on every step of 
the transaction. Appropriate action will be taken when the full report has been 
received. 
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FISCAL YEAR 1954 
Country: Philippines. 
Subject: Programing. 


Question No. 24: MSA/Washington has transmitted to the Manila Mission a 
proposed fiscal year 1954 Philippine country program. It includes (1) “Industrial 
resources exploration and appraisal’’ costing $748,000 in equipment and services 
and requiring 16 technicians and 14 trainees, (2) “Technical and engineering 
services” costing $335,000 in services and requiring 14 technicians and 6 trainees, 
(3) ‘Pilot plants’ costing $412,000 in equipment and services and requiring 
7 technicians and 20 trainees. 

(a) These projects should be fully explained for the record. 

(6) Does ‘Industrial resources exploration” include an aerial magnetic survey 
of known iron deposits that would in practice benefit a few wealthy men? 

(c) Does ‘Technical and engineering services’’ provide funds to finance pros- 
pectuses of a promotional character under the industrial-development program? 

(d) Does “Pilot plants” inelude an electric metallurgical furnace in the Philip- 
pines to be used on various types of ores including laterite? 

(e) If these projects which aggregate $1,500,000 are so vital to Philippine 
industry, should they not be financed by the few wealthy bankers and indus- 
trialists likely to be benefited rather than by the United States taxpayers? 

(f) Why are 37 additional technicians required to carry out these programs 
at MSA expense? 

Answer No. 24 (a): (1) “Industrial resources exploration and appraisal’: This 
includes three types of projects: a coal survey, a strategic-minerals survey, and 
an industrial-resources evaluation. 

The coal and strategic-minerals surveys are under way and are being handled 
by the Bureau of Mines of the Department of Interior. The coal survey in- 
cludes funds for the laboratory testing of the chemical qualities of the coal and 
its byproducts, and for the services of geologists and mining engineers. 

The strategic-minerals survey includes (1) detailed investigation and testing 
of selected known mineral deposits, and (2) a corollary instructional and in- 
service training program conducted ‘‘on the ground.” 

“Tndustrial resources exploration and evaluation’: Insofar as underground 
minera) deposits are concerned, large, accessible areas of the Philippines are 
unknown. Modern methods of locating underground mineral deposits include 
aerial photography, airborne and ground geophysical examination, and followup 
geological groundwork, leading up to drilling. Ninety percent of the Philippines 
has already been completely covered by vertical photography at 8,000 to 12,000 
feet and 15,000 to 20,000 feet. The dollar costs in the above-recommended 
expenditure are to cover (1) interpretation of these photographs by geologists 
and geophysicists in order to determine the most promising mineralized areas, 
(2) application of up-to-date airborne and ground geophysics in these areas, 
together with field geological investigation at key points, and (3) delineation 
within these areas of significant mineral deposits. This technical approach and 
the combined use of aerial photography, geophysics, and geology has been en- 
dorsed by eminent, independent specialists in this field. This work would be 
carried out in stages, with periodic review and evaluation of expenditures being 
made by a panel of top-grade, outside experts who would approve the areas 
selected for investigation, and the techniques used to investigate those areas. 

MSA help is needed to carry out this work for two reasons. First, the Fili- 
pinos lack the equipment, the technicians, and the experience to do this kind of 
work themselves. Secondly, the location and delineation of promising mineral- 
ized areas and the definition af what those areas contain will provide not only an 
essential and sound basis upon which the Philippine economy can stand but will 
also result in increasing the known resources of the free world, in this case, 
resources against which the United States would have first call in time of peace 
or war. 

(2) ‘““Technical and engineering services’’: This includes provision for an overall 
industrial appraisal intended to be carried out by a private United States company 
under contract. The purpose is to chart the most desirable direction for future 
industrial expansion and development in the Philippine Islands. It would be 
carried out by a team of top-grade impartial technicians who would appraise 
pertinent existing information in the field (e. g., existing plants, resources, skills, 
trade pattern, finance, and tax policies, ete.), and determine what specific indus- 
trial possibilities offer the most promise for new plant development, and recom- 
mend the sequence by which such possibilities should be developed, together with 
specific steps that need to be taken by the Philippine Government, and by private 
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individuals in the Philippines to overcome the obstacles to such development 
particularly to private industrial development. Follow-up stage, upon joint 
agreement with the Philippine Government, would include short-run specialist 
help in the types of plants recommended. 

[In addition, this subsection of the Philippine industry program includes funds 
to encourage privately financed plant development. The enterprises to be as- 
sisted would be those that have been screened for consisteney with program objec- 
tives and local economic needs. The total assistance provided by MSA is in the 
form of financial help on a share-the-cost basis (for contract works) to determine 
the feasibility of privately financed industriai proposals, advising on such factors 
as construction and operating costs, working capital required, and production 
processes. Financing such technical work is repayable by the entrepreneur 
when plants are constructed. 

(3) “Pilot plants”: By “pilot plant,’’ we mean a plant built under field condi- 
tions to test laboratory and research findings and to apply those findings on a scale 
adequate to determine essential production factors that are involved in new 
processes, or that are involved in the adaptation of proved processes to new 
conditions. <A pilot plant is not a production unit for commercial manufacture, 
but it does determine the possibilities of commercial application. These kinds of 
testing units (pilot plants) are the modern way to prove out the feasibility of 
commercial production, actual operating costs, pertinent technical problems, 
types of equipment best suited for local conditions, means of maintaining quality 
controls, ete. The reason why MSA is helping the Philippines to develop needed 
pilot plants are twofold. First, American know-how often has to be considerably 
adapted (through pilot-plant operations) in order to meet conditions in the 
Philippines and to be able to work successfully with Philippine raw materials 
Secondly, it is often not possibile for private companies themselves to bear the 
cost of pilot operations partly because of risks and partly because of financial 
requirements, 


Among likely pilot-plant operations are these: 

1. Running Philippine coals through a coking process in order to determine 
whether they can be converted to useful industrial purposes, particularly in the 
electrometallurgical field. This includes the pilot preduction of carbonaceous 
materials from the coal, as well as the production of coal gases and possible 
recovery of byproducts such as tars and derivatives. In this connection special 
emphasis might be placed on the methods developed by the United States Bureau 
of Mines at Denver, Colo., involving ‘fluidized bed-drying, carbonazition, and 
tar recovery”? which is to be used on a commercial scale by the Texas Light «& 
Power Co. in collaboration wib the United States Bureau of Mines. 

2. Hydraulic press installation to determine the commercial feasibility of 
producing pressed board from woods and other fibrous materials. This pilot 
unit (including a 3,000-pound hydraulic press) would supplement other equipment 
making up the fiber-conversion installation in the Wood Chemistry Division of 
Los Banos. 

3. Development of methods and devices for the more efficient stripping of 
abaca by mechanical means. 

Answer No. 24 (b): No. An aerial magnetic survey delineating six known 
Philippine iron-ore deposits was authorized by MSA in the fiscal-year-1953 
program, In that instance, a large portion of surface areas (exceeding 80 pe rcent) 
was public domain. Subsurface rights, under the Philippine leasehold system, 
were estimated to be 90 percent public domain in each area. Half of the areas 
contain one large and numerous small holders. The other three areas also contain 
small holders. 

The development of commercially feasible deposits will require a considerable 
amount of capital. The number and relative wealth of potential investors is 
unpredictable.’ However, if commercially exploitable projects are actually 
developed, benefits will naturally spread throughout the Philippine economy. 

Answer No. 24 (c): It provides funds to encourage privately financed plant 
development in the Philippines. This would be done by helping private entre- 
preneurs on a share-the-cost basis to evaluate their ideas for new plants. In all 
cases, the initiative and the request for help must come from the private entre- 
preneur. MSA does not ‘‘promote” prospectuses. Where private entrepreneurs 
approach a Philippine Industrial Advisory Committee (set up for this purpose), 
and where the committee requests MSA assistance, MSA would arrange for 
technical evaluation and advice. This advice is given only where the private 
entrepreneur puts up in cash a share of the technical costs, and agrees to pay 
100 percent of the costs if, in the end, he builds the plant. The advice takes the 
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form of written evaluations, advice, and in some cases industrial prospectuses. 
The purpose of this program is to show the Philippine people how to screen out 
their best ideas for private industrial development, how to appraise these ideas, 
where to get the technical help, and how te overcome the inability of many private 
Filipino citizens to determine whether their ideas for new plants are sound and, 
if so, how to develop their proposals to the point where they can be seriously 
consideied by available sources of private financing. This program is an effort 
to assist in developing sound, privately financed, and privately run industry 
rather than government-owned and United States-taxpayer-financed industry. 

Answer No. 24 (d): No. 

Answer No. 24 (e): These projects are not designed to benefit ‘‘the few wealthy 
bankers and industrialists.’ They are designed to benefit small, would-be en- 
trepreneurs and people interested in building primarily small and medium-size 
industries of their own. The wealthy bankers and industrialists do not need 
either financial or technical help. They can employ their own technicians readily, 
and they have the contacts and experience needed to hire such technicians and use 
them effectively. This is not true of ordinary people and many entrepreneurs 
with limited financial resources and limited experience. In any event, an impor- 
tant objective of the projects is to encourage productive investment by capital 
that is now diverted to less essential purposes. 

Those projects relating to resources exploration or pilot plant work are designed 
to benefit the economy as a whole, or to solve technical problems that would give 
widespread and general benefits. 

The Philippine economy is an expanding, growing economy in need of new, 
sound industrial development. Therefore, the kind of help to be given through 
this part of MSA’s industrial program should be help directed primarily to indus- 
try not yet in existence, or to new industry just beginning to develop. It would 
indeed be a serious mistake for MSA to give industrial help to people who do not 
need it or who do not want it. These projects are healgeell to help people who do 
need it and do want it. 

Answer No. 24 (f): The estimate of 37 technicians is a head count of all persons 
who will be involved and does not mean that 37 man-years or full-time people 
would be required for these projects. Many of the technicians would be needa 
only for a period of a few weeks or months. Their help is necessary because these 
projects are essentially technical in nature and the required technical help is not 
available in the Philippines. 

The full technical cost of these projects to be paid for by MSA is only a fraction 
of the total cost involved. In all cases, the Philippine Government pays for 
local currency costs, and in many cases the project itself is designed to result in 
needed industrial development whose total investment requirements would be 
many times the dollar technical costs paid for by MSA. 


FISCAL YEAR 1953 
Country: Southeast Asia. 
Subject: End-of-year obligation. 


Ouestion No. 25: Following a customary pattern MSA, between May 15 and 
June 30, 1953, obligated approximately 20 percent of the entire fiscal year country 
allotments for Formosa, Indochina, Philippines, and Thailand. A table showing 
breakdown by countries is attached (exhibit D-7). In the case of Thailand nearly 
$2 million out of a total annual allotment of $6.2 million was obligated within the 
last 5 weeks of the fiscal year. Many of the procurenent authorizations were for 
commodities for educational and scientific use. One of these educational and 
scientific procurements includes a number of films chosen no doubt to inspire the 
Thais call bearing such titles as ‘‘Salute to the Ladies,” ‘Chimp, the Aviator,” 
and “Physical Fitness for Waves—Makeup from the Neck Down.” This is pro- 
curement request 3127, dated May 26, 1953. It has been approved and issued. 

Why all this haste to obligate at the last minute? Was it due to lack of proper 
advance programing? 

Answer: According to MSA records, net PA’s (procurement authorizations) 
and TAA’s (technical assistance authorizations) issued between May 15 and June 


30, 1953, against allotments to its 4 Far East countries amounted to $42.5 million— 
$9.5 million for direct military support and $33.0 million for technical assistance 
and economic aid. The $42.5 million total was distributed (in millions of dollars) 
as follows: China, $20.7; Indochina, $12.4; Philippines, $7.0; and Thailand, $2.4. 

Total PA and TAA issuances during this period represented about 22 percent 
of aggregate allotments to these 4 countries during all of fiscal year 1953. (Com- 
parison of PA and TAA increases and decreases between May 15 and June 30, 











MUTUAL SECURITY APPROPRIATIONS, 1954 407 


1953, and fiscal year 1953 allotments to the individual countries is set forth in the 
table attached.) Seemingly heavy obligation of funds during this period is not, 
however, indicative of lack of proper advance programing. It reflects rather 
the complexity of the programing process in the Far East where MSA assistance 
is substantially—or, as in the Philippines and Thailand, entirely—associated with 
specific projects. 

The initial stage in planning dollar aid for any fiscal year is the preparation 
of an “‘illustrative’’ program, which is the basis for MSA presentation to the 
Bureau of the Budget and eventually to the Congress. After funds have been 
appropriated, the illustrative program is converted by the participating country 
(PC), with the assistance of the MSA mission, into an “operational” program 
containing detailed cost data. The operational program must then be approved 
by the MSA mission and MSA/W. In fiscal year 1953 it had further to be 
approved by the Office of the Director of Mutual Security (DMS). 

‘To expedite DMS approval and to provide continuity in planning, the MSA 
Far East missions were advised to have the PC’s develop simultaneously their 
fiscal year 1953 operational and fiscal year 1954 illustrative programs, which 
were required for submission to DMS in September 1952. i was not until 
late October, however, that an approved, firm, operational program was available 
for any country, against which obligation of fiscal year 1953 funds could be 
substantially begun. 

After the new administration took office early in 1953, the entire fisca year 
1953 operational program and the proposed fiscal year 1954 illustrative program 
were carefully reviewed and revised in order to minimize the number of American 
personnel needed and the amount of expenditures necessary in fiscal year 1953 
and subsequent years. In this process, the missions played an active part and 
as a result of the decisions reached (whereby current and proposed programs 
were substantially reduced), the missions were required to adjust their final 
plans for obligating funds in fiscal year 1953——both to adjust related parts of the 
fiseal year 1953 program and to adapt the fiscal year 1953 program to the new 
plans for fiseal year 1954. This review and revision substantially delayed the 
regular flow of firm requests from the field and the subsequent obligation of 
funds, so that fourth-quarter obligations were necessarily an abnormally large 
proportion of the year’s total obligations. 

Preparation for procurement under the operational program is a further time- 
consuming factor. ‘The PC prepares firm requests (FR’s) for the procurement 
of equipment and services, but there are a number of intermediary steps before the 
PA or TAA is actually issued. ‘The FR’s prepared by the PC must be screened 
by the MSA mission to insure that they (a) agree with the operational program, 
(b) conform to MSA procurement policy, and (¢) provide the necessary information 
or specifications to form a basis for procurement action. ‘The mission must also 
be sure that the PC is prepared to move forward with implementation of the 
project within a reasonable time after the PA has been issued and that the Gov- 
ernment is further prepared to meet certain commitments for internal financing 
of associated local currency costs. The FR’s are then forwarded to MSA for 
review of specifications and conformance with area policy. It is not until the 
FR is approved by MSA/W that the PA is issued. 

In summary, under the operational procedures considered necessary to insure 
effective utilization of MSA aid, PA’s are not issued until the program has been 
firmly developed and procurement is ready to take place. Moreover, since the 
final allocation for each country within the approved area total for fiscal year 
1953 was not known until the middie of May, after the review by the new adminis- 
tration described above, relatively heavy obligation ot funds during May and 
June was natural!y to be expected. 

With reference to the cited PA’s issued for Thailand, only $300,000 out of the 
May 15-June 30 total ot $2,400,000 was for procurement of commodities for educa- 
tional and scientific use. PA No. 3127, dated May 26, 1953, amounted to $3,000. 
Comment upon the specific educational films requested follows: 

(a) Physical Fitness for Waves: Makeup From the Neck Down. This is a 
training film produced by the United States Navy in 1944 and still used by 
universities and the Armed Forces to teach desirable habits of personal hygiene 
and cleanliness. It is considered a good film for training nurses. 

(b) Among the many health educational films provided Thailand do appear 
the two entitled “Salute to the Ladies” and ‘‘Chimp, the Aviator.’’ These are 
cartoon shorts used as entertainment ‘“‘salting’’ of showings of educational films 
on nutrition to large audiences. In the past, the Thai Government’s Director 
of Health Education has selected his own entertainment titles. He has said that 
they are required to attract audiences. 
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Far East area 
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SUPPLEMENTARY ANSWERS 


During the testimony before the committee on the morning of July 16, Senator 
Dirksen asked the Mutual Security Agency representative to obtain information 
on a number of specific questions about the MSA program in the Far East, to be 
presented in subsequent testimony. Replies to certain of these questions are 
included in the foregoing material. 

As it appears that an opportunity may not present itself for replies to the 
remaining questions to be presented during a meeting of the committee, the 
Agency’s replies to Senator Dirksen’s remaining questions are given below. 

Toys for Bangkok.—A request was received from the Government of Thailand 
for teaching material for primary schools (FR 619, value $13,200). This request 
included puzzle plaques, crayons, parquetry blocks, anagrams, workbooks, and 
film slides, as well as a multigraph duplicator, projector screen, and film. All 
games and toys were deleted as unsuitable for MSA financing. PA 3080 (value 
$10,000) was issued for the multigraph duplicator, projector, and fl ns 

Request for item costing 4 cents.—No record of a single expenditure of this amount 
has been found. The reference may be to a request for the procurement in bulk of 
some pamphlets costing about 5 cents each. No record of actual procurement of 
these pamphlets has been found. 

Book of etiquette for Bangkok Agricultural College—No evidence can be found 
that copies of Emily Post’s book on etiquette were sent to Bangkok. Two were 
sent to the MSA mission at Taipei, Formosa, in response to a request on behalf of 
Chinese coming to the United States as trainees. They wanted guidance on 
American social practices so they would know how to behave without offense or 
embarrassment—a characteristically Chinese kind of request. Such matters are 
of paramount importance to Chinese. 

Docks in Mozambique.-—MSA financing of $670,000 was for docks that were 
built at the port of Beira in Portuguese Mozambique. This sum, in addition to 
5.3 million Netherland guilders (dollar equivalent, $1.4 million) is repayable 
either in strategic materials or in money. If repaid in money, the dollars may be 
repaid in dollars and the guilders may be repaid in either guilders or dollars. The 
first installment of guilders came due in 1952 and was repaid then in guilders. 

MSA funds in the strategic materials program were advanced for the purpose 
of increasing deliveries of strategic materials, particularly chrome ore, part of 
which had been determined to be essential to eo United States stockpile. The 





ore-loading equipment does not yet operate satisfactorily. Knappen, Tippetts, 
Abbett engineers are reviewing the project, in Mozambique, with a view to recom- 
mending to MSA and to the Portuguese Government what is required to effect 
prompt and efficient operation. 


ee 
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Steamer ‘‘ North Star.’’—In February 1952, the MSA mission at Saigon requested 
commercial procurement through Hong Kong, in the amount of $250,000, of one 
coastal vessel of landing-ship-tank type. MSA/W’s reply objecte d to commercial 
procurement without a marine survey, and sugge sted that MSA/W investigate 
the availability of LST’s in this country. 

MSA/W subsequently notified the mission that a quotation had been received 
from the owner of the LST North Star of $190,000 plus $15,000 for spares, and 
requested the mission to cancel negotiations in Hong Kong and to authorize 
EPS/W to negotiate with the North Star owners. 

In July 1952, the mission suggested that EPS procurement be temporarily 
suspended. In May 1953 a cable was received from the mission canceling the 
procurement requested. 

Mr. Srassen. That does lead directly to one of the important 
presentations I have to make today in this matter of unobligated 
balances. 

As I gather a number of the reports you read were involved with 
the end of the fiscal year. I want to report to the committee that 
very shortly after I took office, I took the position that we would not 
make unsound obligations on a quickie basis, at the end of the fiscal 

vear. We would report directly to the committees of Congress what 
the situation was and what we were engaged in doing. 

That is the situation that we appear before you in at the present 
time. I gather of all these transactions, there was just one that was 
at the end of this fiscal year, and that as I gather was 20 percent in 
the last 6 weeks, which did not seem too far out of line. There is a 
natural tendency under a normal operation that if an appropriation 
comes through the Ist of August, and you reprogram it, and get it 
out to the countries along in October, and then they start arranging 
their contracts and so forth, there will be—just as in a seasonal 
business, you might say—a tendency for a greater amount of the 
contracts to be entered into at the end of the year. It happens in 
defense or in any other major activity of this kind. 

We do have this year a very special situation. I wanted to go into 
it with you because it affects in a very large measure the matter now 
before your committee for consideration. In this program, through 
these last few years, particularly on the military end items, we have 
had very substantial contracting, very substantial obligating for 
military equipment which subsequently was diverted from this pro- 
gram of necessity to fight the Korean war. It is’ of a magnitude per- 
haps in excess of $1.3 billion. 


GAO STUDY 


Near the end of this fiscal year, the General Accounting Office com- 
pleted a study, which was requested by a committee of the C ongress, 
in which they took the position that if an item could not be furnished 
for military stocks within 60 days it could not be called an obligation. 

As a result, the Department of Defense then deobligated substan- 
tial amounts of money. 

Senator ELttenper. That was $1.2 billion? 

Mr. Srassen. $1.2 or 1.3 billion, somewhere in that magnitude. 
We report those to you at the end of this fiscal year, not with any 
new attempt to obligate them, but to report frankly to you that we 
have this large unobligated balance that represents requirements 
principally of the NATO forces under General Gruenther, and of 
other forces around the world, requirements which have not been 
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met, which have been scheduled to be shipped, which were diverted 
to Korea and not yet replaced, and which we could not promise to 
deliver within 60 days. Therefore they were deobligated. 


UNOBLIGATED BALANCES 


One of my principal pleas to this committee involves the unexpended 
and unobligated balances. You can very properly look at the ques- 
tion of a large unexpended and a large unobligated balance. I hope 
this committee will on the one hand see through the situation, and see 
that it is one in which the diversion to Korea—occurring of necessity 
because Korea itself had not been budgeted or programed for in its 
expenditures, as you well know, from your journey—which caused 
this delay in shipments to NATO, should not now cause a permanent 
loss of this equipment. Otherwise we create a deteriorating effect 
upon the whole atmosphere under General Gruenther’s command that 
could be very serious. 

Mr. Halaby of the Department of Defense has with him here the 
uniformed officers of the services immediately concerned. It mainly 
concerns Army. They have the exact figures, statistics and amounts 
of tanks and guns and so forth that are deobligated. I would like ata 
minimum to put them in the record. They are available for such 
questions as you may wish to have. 

We also have a complete breakdown of what is involved in our 
unobligated balances, which I will furnish to the committee, which 
shows the $2,172,800,000, which is in the overall book, which the 
staffs prepared this year in an endeavor to give to the Congress a 
complete factual situation for your careful analysis. 

Senator Dirksen. May I say at that point, Governor, this sheet 
prepared by your staff is not marked restricted or classified. Do 
you want that in the record at this point? 

Mr. Stassen. Yes. 

Senator Dirksen. Very well. Without objection, it will be in- 
serted. 

(The information referred to follows:) 
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Morvat Security 


Status of fiscal year 1953 funds 


{In millions of dollars] 





Estimated | ,, sini 
unobligated | t renee 
balance, ot ( 


June 30, 1953 | June 30, 1953 





Military assistance, total - 1 $1,992, 3 | $8, 808. 8 
Europe pondtnbehtipiekie wadwid de tane ' | 1, 372.0 | 6, 922.3 
Near East and Africa Sas binant ian ‘ muster 312.7 | 824. 1 
BED OU WD BE. Mirttrennscitecsimccemnnaens seeaan | 256.8 | 980. 6 
American Republics_-_.--_--. wencat Siosdsieetedin 50.8 | 81.8 

Defense support, economic and technical assistance, total 4 ‘ 180. 5 | 1, 520.7 
Defense support, Europe-.--.........-..-....-..- ™ —_— | 115.7 | 1, 083. 3 
Near East and Africa, total............. i bes 45.1 | 105. 0 

Technical cooperation - -- -. ok dinin alias nae a . 21.1) 49. 6 

Israel refugee -_-_......-- ORL: A EAE EE Sends Saws eee J 11.4 
Palestine refugee _ ................-- vaesieee Weak bce euld 44.1 | 44.1 

Asia and the Pacific, total........_-. . 19.3 316.6 
China area aid. --.....- denen ; stetedail — Cie Tigh obi | 10.3 

Special economie and technical assistance --- | 917.8 | 190. 9 
Technical cooperation | 2.8 114.8 

U.N. Korean Reconstruction Agency | 3.7 7 
American Republics, total... -._. Linen a tiaiaithio oik mimetic —e . | 10.3 
PUSL. te 355: AA cde Ride ET , a 10.3 
Nonregional, total__-........-- p bane 4 5.5 
Ocean freight voluntary relief packages | a4 5.5 
Rariehaea 0p BRIA dado ce - <n cemetsndeceussiasonde cath namnands (*) ‘1.1 
Total assistance. - -- abe bheadaneSlcssts sok soleil tdal dak 2, 172.8 | 10, 333. 6 
Total savings --- - ‘a Sail : ; ‘ a ; ..-. 5 $439.9 
Military assistance. -_-.................-..- ddd DULL Ds teitbdide ted cubs 5 nb Baiada daildb dan 426.0 
Economic and technical assistance - -- . - , ‘ 13.9 


1 Includes savings of $426 million of which $317.4 million is in Europe; $79.5 million is in Near East and 
Africa; $24.1 million is in Asia and Pacific and $5 million is in American Republics. 

2 Represents savings. 

3 Includes savings of $11 million. 

4 In addition, $75 million is included under Europe defense support and $50 million is included in military 
assistance (Europe). 

5 In addition, anticipated deobligations in Burma program of $10 million in fiscal year 1954 have been 
applied to appropriation request. 


Estimated unobligated balances June 30, 1953 


{In millions of dollars] 


Chapter I.— Mutual defense materiel and training - - - - - af ng Sete $1, 992, ¢ 
Chapter II1.— Mutual defense financing_-__-__.._.-_--_-- bibl fou. 36 133. 5 
Chapter IV.— Mutual development and technical progress _-- ~ —--_ ~~~ 45. 9 
Chapter V.— Multilateral organizations._..............-..--..----- a 

TR ele ke Sa Ae blk elt de ch edd Sm a ee cere 2, 172. 8 
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Estimated unobligated balances June 80, 1958 


Chapter I.—Mutual defense materiel and training: 
Other than defense: 


Europe: Assistance to Spain...2_-_._.__- =a @ $10, 000, 000 
All areas: Miscellaneous Se ee wosccsests: 4, 800, 000 
Total, chapter I__..__.___._- RED he =e. ne 1 4, 800, 000 


Chapter II1.—Mutual defense financing: 
Defense support and economic aid: 
Furope: 





Assistance to Spain. sehecteunenent Stee oe 
Denn MENU. 5.55 i 37, 500, 000 
Savings— MSA worldwide-___________-_ 9, 978, 578 
BUOLOOEL . oon keene eeu bes seen. eyes Soe pire 122, 528, 502 
Asia and Pacific: 
Mutual Security Agency, country aid______.______- 111, 000, 000 
Oe a a ca ci 133, 528, 502 


Chapter IV—Mutual development and technical progress: 
Technical progress and development: 
Near East and Africa: 
Technical Cooperation Administration__ ! $1, 049, 001 
Asia and Pacific: 
Technical Cooperation Administration 1 821, 999 
Subtotal teat oes 1, 871, 000 
Special economic assistance in Near East and Africa: 
Near East and Africa: 





Palestine refugee program ‘ ete 44, 063, 250 
Total, chapter IV Sahn 46, 934, 250 
Chapter V—Multilateral organizations: 
United Nations Korean Reconstruction Agency_. —! $700, 000 
Ocean Freight Voluntary Relief Packages______- 1 396, 422 
Total, chapter V * é scoala sia egal aati i 096, 422 
Grand total (other than defense). ...............-..--.s 195, 3 359, 174 


! Applied to reduce fiscal year 1954 appropriation request 
Prepared by: Comptroller, Office of the Director for Mutual Security July 14, 1953. 


(See also pp. 429-430.) 
CARRYOVER FUNDS 


Mr. Srassen. You will notice it is the defense material and train- 
ing that is of the magnitude of $1,992,000,000 out of the overall. 
The major other item is in the unobligated carryover for Spain. 
There is $125 million in that item, and there are active negotiations 
oing on with Spain at the present time which the Department of 
Btate hopes can be constructively concluded. We are asking for the 
carryover of those funds. 

Senator ELLeENprER. Governor, I for one can well understand from 
the explanations furnished why the unexpended balance is so big. 
But it is with respect to the unobligated balance that concerns me. 
Why was it not possible to put in orders for that and put it in the 
same category as unexpended balance? 

Mr. Srassen. Because it was deobligated in the month of May of 
this year. 
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Senator ELLenper. That is in addition. You had according to 
your own testimony, I think, unobligated as of March 31, $4,221,- 
146,721 

Mr. Gdeneed That is right. 

Senator ELuenper. And then there was deobligated $1.2 billion, 
making for March 31, on to June 30, $5,421,146,721 that was not 
obligated. 

Mr. Strassen. That was all placed in contract except for the $1.9 
billion. 

Senator ELuenper. That is right. 


DEOBLIGATED STOCK ITEMS 


Mr. Strassen. Which consisted mainly of these deobligated stock 
items. This is the reason that could not be put back on a sound basis. 

Senator ELLeNpER. You mean all of it? 

Mr. Srassen. All of it. In other words, the rule I laid down and 
the rule that the Department of Defense has been following in this is 
that it should be a sound obligation to report to you in accordance 
with the GAO rules. Since this equipment, these tanks and guns, 
must ultimately come from Army stocks, this rule meant that you 
cannot lay an obligation on them at the present time because you 
could not ship them in 60 days. If it had been shifted to some other 
kind of contract with some other producer, you would have been 
obligating all right, and making a nice report to the Congress, but 
you would not have been obligating for the kind of equipment that 
you actually need for the requirements of the NATO forces. So if 
the NATO forces are to receive the tanks, the guns, the ammunition, 
the vehicles, the aircraft, that are needed, it must be carried forward 
as an unobligated item until such time as Army stocks can fill those 
needs and ship them overseas. 


SOUND MANAGEMENT APPROACH 


That is why we are in the position where from sound management 
we report to you this unobligated item and any attempt to label it in 
any obligational way would actually have been an unsound manage- 
ment approach. 

Senator ELLENDER. What assurance can you give us that if we do 
appropriate the full amount that it will not fall in the same category 
as the unobligated balances you have? 

Mr. Strassen. Will Colonel Corbett step forward, please, and 
answer the Senator on this? 

Mr. Hauasy. Mr. Chairman, we have provided you in the last 
few minutes a rather forbidding set of tables here. I do not know how 
much detail you want to go into, but Colonel Corbett’s presentation 
of the Army picture will tie in with the first few pages of this set of 
tables. It is labeled “Department of Defense Mutual Defense 
Assistance Program, Analysis of Unobligated and Unexpended Funds 
as of June 30, 1953,” and the set of tables is dated July 10, 1953. 

Mr. Srassen. This is available to all members of the committee, 
Mr. Halaby. 

Mr. Hatasy. Yes; I think the staff has just handed it around. 
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Senator E.tenper. I hope this picture will be given to us in the 
amount of the great unobligated balances for our own forces not only 
in the United States but in Europe and also in the light of these 
priorities that we spoke of yesterday. That is what I would like to 
have a picture of. 

Mr. Strassen. Colonel, the Senator just asked if this committee, 
understanding this Korean diversion and the deobligation process, did 
take the action of making these funds available, what can you tell 
them as to the use, then, of these funds for the purpose of the require- 
ments that were originally involved in the original obligation and in 
the original NATO forces? Could you refer to the page of your report 
that will give the projected use of these unobligated funds which were 
deobligated, in their relationship to the specific hardware for NATO? 


HOUSE ACTION 


Senator Dirksen. I might supplement that question by simply 
adding for the record, Colonel Corbett, that House subcommittee, 
as you know, yesterday in taking out $1.1 billion out of this pro- 
gram, divided that between two items. As I recall they took out 
$400 million from what they regarded as unobligated funds. With- 
out having examined the record or talking to anybody, I assume 
they felt that there was enough money there in unobligated but 
available funds so that the program could stand that kind of reduc- 
tion. So you can use that as a springboard to tell us the needs here. 

Colonel Corserr. Yes, sir. I speak now only of unobligated funds 
that pertain to the Department of Army as of June 30, 1953, as 
reported to this committee. 

Mr. Strassen. That is on page 1, the first item, $1,280,800,000 out 
of the total. 

Colonel Corserr. On page 2 of this report, I have that broken 
down into the separate categories so as to enable the committee to 
pick out each one of these categories. I would like to take a minute 
to go through each one of these categories to give you the present 
status, and what we intend to do with these funds if the committee 
does allow us to carry them over. 


SAVINGS 


I would like to report first of all the savings, the figure at the top 
of the page, of $176.5 million, which has been reported to the com- 
mittee as savings. It is available to apply against the 1954 program. 

Senator Dirksen. How were those savings consummated? 

Colonel Corserr. Generally in two different mages sir, First 
of all, there was the savings from price changes. ‘That is, the price 
change that occurs from the time that you order an item and until 
you deliver it. That is one of the principal cateogries. 

The second principal category is when you have a change in re- 
quirements. For example, you have a requirement to deliver a cer- 
tain item at a certain time. You do not get to deliver that item at 
that time. You deliver the item later, 6 or 8 months later. At the 
same time you deliver that item you add a requirement for mainte- 
nance. If you did not deliver the item until 8 months later, of course, 
you did not have to maintain it overseas during that 8 months. 
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Therefore, that requirement vanishes, and you do not have to go 
back and pick it up. 

Those savings that we have in the program from this reexamination 
of this program that was taken under the direction of the Director of 
Mutuai Security and President Eisenhower, in which we went through 
the entire program rather late in this fiscal year, those are the savings 
that are reported to the committee. 

The next item is for 70.9 millions of dollars. This next item con- 
stitutes three programs which were approved in June. We have not 
had time actually to send those to the technical services so that they 
can work on the program. They are in the process now of being sent 
to the technical services. 

| have copies of those programs with me. As you know, the pro- 
grams themselves are classified, but I will be glad to submit them to 
the committee for their examination. 

Senator Dirksen. Why the delay in fiscal 1953? You say it was 
too late to secure obligation. 

Colonel Corperrt. Yes, sir. 

Senator Dirksen. The money became available early in the new 
fiscal year? 

REEXAMINATION OF PROGRAM 


Colonel Corser. Early in the new fiscal year, and, as I said, we 
had a reexamination of all the programs we had up until this time. 
Although these requirements were originally programed last fall or 
last October it was not until the reexamination had been completed 
that it was determined that funds were available for the implementa- 
tion of the programs. No provision for these requirements was made 
in the fiscal year 1954 program. Three programs were submitted 
and approval was received by the Department of Army late in June 

The next item is $6.2 million for training requirements. 

Senator Ferauson. Before you go to that item, Colonel, how much 
material have you not actually being used by forces in Europe? 


RATING OF DIVISIONS 


Colonel Corsert. Sir, there is no material except ammunition that 
is not being used by forces. But there is a large amount of material 
that is not in use every day. Your divisions are rated separately, you 
know. You have your D-day divisions, which are divisions actually 
in being, ready to fight today. You have your D-plus-15 divisions, 
who are able to be organized and to fight at the end of 15 days. And 
you have your D- plus- 30 divisions that can be organized and fight at 
the end of 30 days after D-day. 

Senator Frereuson. Have these divisions that you have been talk- 
ing about all been trained with this material? 

Colonel Cornett. The divisions that I am speaking about, sir, the 
D-plus-30’s, are all being trained with the material which we are 
furnishing. 

RESERVE DIVISIONS 


Senator Fereuson. Are they in actual reserve? 
Colonel Cornett. Some of the divisions are aciually reserve divi- 
sions. Of course, they have a cadre that is in being all the time, and 





36234—53 27 





416 MUTUAL SECURITY APPROPRIATIONS, 1954 


the total manpower that is assigned to the divisions are called up 
annually for a normal period of training the same as our reserve 
divisions here. 

Senator Ferguson. How much material is there actually in storage? 
Take for instance on a standby basis. That is, whether it is obsolete 
or not, but material that came from America. 

Senator Toys. That would be the same as inventories in depots 
and warehouses that is not currently assigned to a unit. 

Colonel Corserr. Sir, except for two items, that is ammunition and 
spare parts, there is no material which we supply as equipment reserve. 

Senator Ferauson. How many spare parts have you in Europe? 
Have you a lot of spare parts for equipment that you do not have? 

Colonel Corsert. No, sir. We do not have a lot of spare parts in 
Europe for equipment that we do not have. 

Senator Ferauson. Have you not made spare parts and shipped 
them over there before you shipped the material? 

Colonel Corsert. Sir, we certainly try to lead our material slightly 
by the shipment of the end item, but so far we have not been too 
successful in that. We are behind on our shipment of spare parts. 
We are trying to make this up. 


SPARE PARTS STORED IN EUROPE 


Senator Frrcuson. How much spare parts have you warehoused 
and stored in Europe? How many million dollars worth? 

Colonel Corserr. In the tank and combat vehicle category—— 

Senator Fercuson. That would include tanks. 

Colonel Corsperr. Yes, sir; that includes tanks and the other 
combat vehicles. I have programed $641,788,000 in spare parts. I 
have requisitioned $299 million, and I have shipped to date $112 
million. 

Senator Fercuson. How many is that in all? 

Colonel Corserr. The total is $641 million in tanks and combat 
vehicles programed. 

Senator Fereuson. Do you have them all in Europe? 

Colonel Corserr. No sir. I have only shipped to date $112 
million out of that $641 million. 

Mr. Strassen. That is over how long a period of time? 

Colonel Corserr. Since the inception of the program. 

Mr. Srassen. Three years and a fraction. 

Colonel Corsperr. I am behind on the spare parts shipment. We 
are taking special steps to try to catch up on that particular item. 

Senator Ferauson. What is your best estimate on the amount of 
material out of this full request that will actually be manufactured 
in 1954 or that can be manufactured in 1954? 

Colonel Corserr. Our of the request we are placing before you? 

Senator Frreuson. Yes, the $5.1 billion plus. 

Mr. Strassen. His portion would be only the Army portion. 

Senator Frercuson. I understand. 

Colonel Corserr. Of the actual manufactured portion that will 
actually be ready for delivery in 1954, our initial estimate of it would 
be approximately $50 million of the items that are to come from 
procurement. 

Senator Ferauson. Do I understand that out of the $3.6 billion—— 
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Colonel Corserr. That is not my part. 
Mr. Srassen. This is just in the Army. 
Senator Ferguson. What is your part? 
Colonel Corberr. $1.6. 


UNOBLIGATED BALANCES FOR ARMY 


Senator Fnreuson. What have you in the unexpended balances, 
and the unobligated balances for the Army? 

Colonel Corserr. I have in unobligated $1,280 million. 

aaeates Dirksen. I think you ought to correct that for savings, 
Colonel, it seems to me. 

Colonel Corser. Very well, sir. I have unobligated $1,104 million. 

Senator Frrcuson. You have obligated $1 billion? 

Colonel Corser. I have unobligated, sir, $1,104 million. 

Senator Frrauson. What have you in this budget? 

Colonel Corserr. | have 1.6, sir. 

Senator Frrauson. How much have you obligated? 

Colonel Corsertr. Of my total obligation, sir? 

Senator Fercuson. Undelivered but obligated. 

Colonel Corserr. The estimated cumulative obligation is on June 
30, $7,107 million. 

Senator Frereuson. Yours? 

Colonel Corserr. Yes, sir, 

Senator Frrcuson. That means you will have for delivery or to 
purchase $9,747 million. 

Mr. Strassen. Senator, on page 1, you will find those figures. 

Senator Frereuson. It is about $9.7 billion. 

Colonel Corserr. Yes, sir. 

Senator Ferauson. How much of that will be delivered in 1954? 

Colonel Corserr. In 1954 our deliveries will be approximately 
$2.46 billion. 

Senator Ferauson. How much was delivered in 1953? 

Col. Corsnerr. Approximately 2.2, sir. 

Senator Fereuson. Why do you need $9.75 billion? The lead 
time in the items you are talking about is not great. 

Colonel Corserr. Yes, sir. Senator, I believe you are trying to 
relate this total figure to annual figures which are not comparable. 

Senator Fereuson. No, I am trying to do just what we are trying 
to do in the military here. We have these enormous carryovers, and 
we have had them for years. What the services have asked the 
Congress to do is to open this pocketbook so that all this money would 
be available without the capacity to let the contracts, and get them 
filled. That is all I am asking about. 

Senator Dirksen. The committee will suspend for a moment while 
the members go to the floor to vote. 

(A short recess was taken.) 

Senator Drrxsen. Colonel, will you resume. Senator Ferguson 
may want to get back to this, but let us go to the training item for 
$6.2 million. 

Colonel Corsertt. Yes, sir. If the chairman is willing, I would like 
to finish this unobligated part, and then go to the unexpended part 

Senator Dirksen. All right. 
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TRAINING AIDS 


Colonel Corserr. On the training item of $6.2 million, I have 3 
projects there I would like to call to the committee’s attention. 

(Discussion off the record.) 

Colonel Corserr. I have $2.9 for training aids. The reason I 
have not obligated those funds as of this date is that the entire training 
aids have not been identified. As you know, we send these training 
aids all over the world, including Korea. 

Senator Dirksen. Particularize on that a little, Colonel, so that the 
record will be clear as to what you mean by training aids. 

Colonel Corserr. Training aids are the items we furnish to assist 
in the training of the officers and enlisted men, the personnel of the 
Armed Forces in the country we are supporting. 

Senator Dirksen. It is not personnel; it is equipment. 

Colonel Corserr. It is equipment. The items are for example 
sectionalized gun or tank turret. There are mockups. There are 
training films. In addition, they are items that we can substitute 
for the real item. The .50-caliber gun can be used to substitute for a 
larger caliber piece for training. 


EXPENSES FOR FOREIGNERS TRAINING IN UNITED STATES 


In addition, I have $1.9 million that we wish to carry over. This 
amount is for the items that are difficult to estimate. They are burial 
expenses for the foreigners that die while training in the United States, 
the medical expenses for those people, their baggage allowances that 
we pay for the officers that come here. Also included are the expenses 
of the training missions in Turkey and Greece, from whom we have not 
gotten a final statement. 

Likewise, we do not have the final statement on the training that is 
being conducted in USAREUR. As you know, after the final phase 
of the training is made up, it takes some time for the records to actually 
reach the Department of the Army. 

The next item is $152,100,000. Since this report was prepared, 
that is, on July 13, I have received advice from USAREUR and from 
the Department of Navy that this item now has been reduced from 
$152.1 to $7 million. If you will look at tab C, page 6, starting with 
the ninth item, “Cartridge, HE, 57-millimeter rifle,’ continuing 
through the entire page 6 and the entire page 7. Those contracts 
have now been signed. They were signed prior to June 30. As you 
know, these contracts were on the offshore procurement. The 
contracts have actually been signed. 

Mr. Strassen. In other words, you estimated they would not get 
them finished in time when you made your original report, but you 
find now they did get them buttoned up? 

Colonel Corserr. That is right. We still do not have the fiscal 
record. That will take to the end of the month. But I have been 
advised that these contracts have been signed. 

Senator Dirksen. Then actually your figure of 1,104 would have 
to be modified by that amount? 
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CARTRIDGE, APT, 40 MILLIMETER 


Colonel Corperr. Yes, sir. On page 8, the bottom item there, 
you will notice, is “Cartridge, APT, 40 millimeter.”” We asked the 
Navy to purchase this item for us. In addition, we asked the Navy 
to purchase it offshore. The Department of Army was late in mak- 
ing its request to the Department of Navy. I did not believe at 
that time that the Navy could actually let this contract prior to 


June 30. 1 was informed this morning by the Department of the 


Navy that this contract had actually been signed in June. So the 
total amount of money that is still unobligated i in this item of $152.1 
million has now been reduced to $7 million. 

The next item is for $456.7 million. This sum represents the value 
of the items that were in the property account which had to be de- 
obligated in accordance with the General Accounting Office ruling 
of April 7. These items would not be delivered within 60 days 
Therefore, we deobligated the funds pertaining to them. The items 
are listed on page 10, tab D. 

For the convenience of the committee, I have further broken 
down these items on tab E. That is page 12, sir. So they can be 
referred directly to the budget hearing book. 

Senator Dirksen. With respect to that 456.7, I notice in the last 
item you say that orders have been issued for the repair and rehabili- 
tation of these items for delivery to MDAP in fiscal 1954. Will all 
of those be delivered in fiscal 1954? 

Colonel Corserr. Every one of these will be delivered in fiscal 
1954, sir. On tab E I show the rate by quarter of how we are going 
to deliver these items. 

Mr. Srassen. Colonel, could you tell the committee a little more 
specifically, since this is such an important item, on page 10 where 
you give the detail of these deobligated amounts, and what they were 
for for stock, I see one of the largest items on the bottom, it says 
“Carriage motor, 90 millimeter gun, M-36, $43,096,000.” Do you 
have records to show what is involved in those carriages and those 
guns and who is supposed to get them and where you intend to ship 
them? Do you have in your records that kind of information? 

Colonel Corserr. Yes, sir, we do. 

Senator Dirksen. Do you want to go off the record? 

Colonel Corzerr. | would like to go off the record. 

(Discussion off the record.) 


REPAIR AND REHABILITATION 


Senator Dirksen. The whole item is for repair and rehabilitation. 

Colonel Corserr. Yes, sir. The schedule has been anounced as to 
when those items are to be rehabilitated, both in civilian plants and 
Army ordnance plants. We certainly will not rehabilitate all 500 in 
1 day and say we can ship them. It takes quite a time. They have 
been spread over the entire year, taking up the capacity of our plants, 
so they can be rehabilitated. 

Mr. Srassen. It is for the item plus the rehabilitation. What do 
you charge? 

Colonel Corserr. No, sir. We pay for the rehabilitation from 
Army funds, and recover the money. 
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Mr. SrasseEn. You charge approximately $100,000 apiece_to the 
MDAP program? 

Colonel Corserr. Yes, sir. The Army is reimbursed with the 
amount that is charged. But of course they have already spent the 
cost of rehabilitation which runs across the board approximately 33 
percent of the cost of the item. 

Senator Taye. Referring to rehabilitation, are these tanks or the 
equipment that you rehabilitate taken out of dead storage, or is it 
such equipment that has come from some area that has become in 
need of repair because of just the normal usage in maneuvers as a 
reserve unit? 

Colonel Corsert. Sir, they come from both sources. In addition, 
they come from units. When we replace this item with a new item, 
we take that back from the unit itself physically. 

Senator Tuyer. I can see the difference between repair and putting 
some modern equipment on the unit, but I am thinking now strictly 
of the repair item you speak of. Repair would not be putting the 
ore in a higher firing power level or destructive power? 

Colonel Corserr. No, sir; it remains the same. But when we 
replace this piece of equipment with our new equipment, of course that 
makes this piece of equipment—this M-36—available to us so we can 
repair it, rehabilitate it, and ship it to a recipient country in Europe. 
This item, as I said, is a tank destroyer. It is a 90-millimeter gun. 
With the ammunition we have it will stop the Russian tank. It is not 
as good as our new tank. 

Senator Ture. That is a rebuilt; it is not a repair? 


METHOD OF REBUILDING WEAPON 


Colonel Corsperr. That is correct, sir, but in our rebuilding, we do 
not change the identity of the weapon or unit. When we rebuild it, 
we put in the same type of items that came out of it. For example, 
when we rebuild this 90-millimeter, we do not change the transmission 
and put in a cross-drive transmission. 

Senator Dirksen. Colonel, your next item appears to differ a little 
from these previous items, because you say they have not yet been 
requisitioned by foreign governments and instead of making an em- 
phatic statement in the justification you say it is anticipated that 
these will be obligated and requisitioned in 1954. It is rather 
speculative. 

Colonel Corserr. No, sir. I would like to take just a moment of 
the committee’s time on this item. As you know, this item is com- 
posed of quantities of items that are too voluminous actually to 
identify, such as your spare parts, your miscellaneous ordnance 
equipment, your miscellaneous engineering equipment. They are 
not large items. They may run in cost from a cost of a very small 
part that is priced at less than a dollar to a replacement motor. 

(Discussion off the record.) 

Senator Dirksen. Does this go back to fiscal 1950, also? 


COMPLEXITIES OF SPARE PARTS PROGRAM 


Colonel Cornett. Yes, sir. This goes back right through. At the 
time General Stewart was handling foreign aid for the Department of 
the Army he initiated this process of moving these spare parts. Every- 
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body is anxious to move them but sometimes the magnitude of the 
job is not comprehensible. When you consider the thousands of spare 
parts and the number of customers—-we have 59 customers now, all 
speaking a different language—you have some idea of the complexities 
of the spare parts program. 

Senator Dirksen. How much of this was available in 1950 that was 
not requisitioned? Do you have it broken down by fiscal years? 

Colonel Corserr. No, sir. 

Senator Dirksen. General Stewart, do you know? 

General Stewart. No, sir. 

Colonel Corserr. Of this 418, sir, 1 could give you a pretty good 
guess. Of this specific $418 million that we are speaking of, none of 
that was available from the 1950 program because I know we have 
passed the money value of the 1950 program. 

Senator Dirksen. None of this item of $418.5 million goes back to 
1950? 

Colonel Corserr. No, sir. 

Senator Dirksen. What about 1951? 

Colonel Corsert. The items are the same as those as in 1950 but 
you have difficulty in separating the individual items. For example, 
a country requires X number of clutch housings each year. It is 
difficult to state that the one you deliver this year will fill a 1950 or 
a 1951 requirement. 

INVENTORY 


Senator Tuys. You possibly could not have carried over from 1950 
such items as tanks and combat vehicles. You have an entire inven- 
tory here, motor transport vehicles, small arms and machine guns, 
artillery, miscellaneous ordnance, small arms and MC, and in the 
artillery, ammunition, bombs and rockets, and miscellaneous ammuni- 
tion. You have an entire list here that makes up this $418.5 million. 

Colonel Corserr. No, sir. 

Senator Tuy. Is this your inventory of today that needs either 
remodeling or repair? 

Colonel Corserr. No, sir. You will see from this inventory that 
we have listed here in the book, these are the categories. 

Senator Taye. That is what I was reading from. 

Colonel Corserr. They are the categories to which they apply. 
We are not going to use the items that we are shipping for rehabilita- 
tion or repair in the United States. They are going to be shipped to 
the country, and there the repair and maintenance is performed. 

Governor Strassen. This is a different type of item. This is the 
spare parts and miscellaneous item. 

Colonel Corser. Yes, sir; to keep those major items of equipment 
in operarion. 

Senator Tuyn. In other words, this is a list of spare parts the same 
as you might call the repair room of parts that you are going to send 
over to have on hand in order to keep the units in operational condition. 

Colonel Corserr. That is right, sir. 


REPAIR AND MAINTENANCE OF FIELD EQUIPMENT 


Senator Turn. So that this is your best judgment of what you will 
need in spare parts as replacements for the general repair and mainte- 
nance of the equipment that you have in the field. 
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Colonel Corsperr. That we will have in the field; yes, sir. 

Senator Toyz. That you will have? 

Colonel Corserr. Yes, sir. I would like to speak a little further 
on this. 

Senator Taye. Then where do you expect to draw on this equip- 
ment that you expect to have in the field? You do not have it now, 
but you have set up an inventory of spare parts here for equipment 
that you do not have in the field. 

Colonel Cornerr. That is correct, sir. The equipment that we 
have is going to be shipped to them through the next fiseal year, and 
the maintenance must accompany them and be shipped with them. 
In addition, we need maintenance for the items that are already in 
the field. 

Senator Tuyr. What percent of this $418.5 million that is in need 
now? Understand, you are not in combat. This is not repairs for 
combat units that are in combat as of today. If this repair was 
going to Korea, I could then visualize that it would be a great need. 
This is going to the European theater. Am I right in that? 

Colonel Corserr. The majority of it is going to the European 
theater. 

Senator Turn. And those units are not used in combat. The only 
thing you use that unit for is military maneuvers for training and 
so forth. 

Colonel Corserr. That is correct, but of course, you need a main- 
tenance for your item by its use. We have a table which shows how 
much we need for maintenance by item for peacetime and wartime. 
Actually we have divided it down even by theaters. Our rates in the 
European theater are different than the rates we use for the Pacific 
theater. When we schedule this for a country, we use a rate that is 
applicable to the country concerned. 


FURTHER DISCUSSION OF REPAIR AND REHABILITATION 


Senator Dirksen. Let us get clear on this. The previous item is 
456.7, and you indicated that was for repair and rehabilitation. In 
other words, to recondition all the things in tab D, and get them 
ready and send them over. You have seven or eight categories there, 
small arms, artillery, and fire control, and now we come down to 
$418.5 million, the next item. You indicate that those are lump-sum 
items. Some of them are secondary. That is not repair or rehabili- 
tation. The rehabilitation is in the preceding item. 

Colonel Corserr. Sir, I would like to differentiate between repair 
and maintenance. These items are for maintenance. 

Senator Dirksen. $230 million worth of tanks aad combat vehicles 
is certainly not repair. 

Colonel Corserr. No, sir. I say this is the category. In each 
category you have the maintenance items. We use this category 
designation for facility and keeping control of our moneys. We 
have here a designated project category. You have eight project 
categories in ordnance. For example, all your signal material is 
just one project category and we call it electronics. You have just 
one engineer category. In ordnance, due to the size of the program 
and in order to keep control, we do have eight different project cate- 
gories. Maintenance material worth $230 million is to be furnished 
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for the maintenance of items that fall into the tank and combat 
vehicle category. In other words, for all the tanks that I have sent 
over there, for the scout cars, the carriage motors, the antiaircraft 
weapons that are self-propelled, for those items I have $230 million 
worth of maintenance spares that I have now, after squeezing right 
down to the last drop, that we feel must be sent there in order to 
keep this material in operation. 


PARTS FOR OBSOLETE VEHICLES 


Senator Dirksen. What happens when these vehicles and tanks 
become obsolete, and you have a quantity of spare parts over there? 
Do you fling them in the river? 

Colonel Corsert. Sir, we are always up against that problem of 
trying to make our end items and our spare parts both run out at 
the same time. It is a little difficult. 

Senator Dirksen. It is impossible, is it not? 

Colonel Corzerr. It is difficult for it to come out right. It is 
like that business that your boy just needs another little bit of jam 
to finish his piece of bread, and then he has to get a little more bread 
to finish the jam. 

Senator Dirksen. Do you think you can guess it within $100 
million? 

Colonel Corserr. We will do much better on this program. But 
Armywide I would not venture a guess whether it would be $100 
million or not. But on this program I do believe we have sufficient 
control so that we can manage a little closer than that. 

Mr. Hatasy. Could I bring out a couple of points, Mr. Chairman? 
The first one is that these allowances for spare parts are based on 
experience on the use of the equipment of our forces, and they are 
modified by the experience we are now getting from the use of the 
equipment in these countries, 

The second one is that these countries are expecting—in raising 
their forces and maintaining their forees—these spare parts. These 
are not some we are dumping on them, so to speak. In our estimates 
of shipments over the next 18 months, which we make by item, some 
of these items are in there. It is, I think, a pretty hardheaded 
accounting system. The allowances are not plush, but based on 
experience. 

REQUISITION PROGRAM FOR SPARE PARTS 


Mr. Strassen, I think we might ask the colonel for the requisition 
program for these spare parts. I think the chairman asked something 
about the other countries asking for them. Are they screened in 
any way? 

Colonel Corserr. Yes, sir. The requisitions are prepared in the 
country that wants these spare parts. We have asked them to pre- 
pare their requisitions quarterly. The requisitions are prepared 
actually by the officials of the foreign army. Of course, that is done 
with the assistance of our own people over there in the military assist- 
ance advisory groups. The requisitions are first screened by the 
MAAG. They take as a ceiling the United States rate for the par- 
ticular item, for 100 vehicles. We use that as the first screening. 
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That screening of course is tempered by the judgment of the MAAC, 
on the experience that they have had up to date. That requisition 
then comes back to the United States, and it is first screened at our 
unit at the port of embarkation. It then goes to the technical services 
concerned, and as you know, this work is done out in the field, and it 
goes to a stock control point. 


STOCK CONTROL POINT AT ROSSFORD, OHIO 


The stock control point for the motor vehicles is Rossford, Ohio. It 
goes there, and from there it is broken down and sent to the depots 
who physically make up the shipment, who go right into the bins and 
pick and pack this shipment, price the requisition out, and send the 
stuff on the way. 

Senator Dirksen. I think we are up to the point where we see the 
nub of this question pretty well. Out of your unobligated funds which 
have to be corrected because of the $152 million item which would 
bring it down to roughly $950 million, we have to correct your figure 
of $1,104 million. 

Colonel Corzerr. Yes, sir. 

Senator Dirksen. Out of the balance, 90 percent of it then is 
represented by two items here. One is recondition and repair and 
rehabilitation and so forth, and the other is lump-sum items. 

Mr. SrassEn. Spare parts. 

Colonel Corserr. The spare parts and the miscellaneous items, 
that is correct, sir. 

Senator Dirksen. In view of the fact, Colonel, that this goes back 
to fiseal 1950, why cannot a very substantial reduction be made in 
this item without jeopardizing your program? 

Colonel CorBerr. Sir, as I have shown you, in the item of $456.7 
million, this is for specific end items that we can show to even which 
unit they are going to. 

Senator Dirksen. If you do not send 300 motorized carriages with 
antitank weapons, maybe you send 200 or 100. 

Colonel Corsert. Sir, if it is the judgment of the committee to 
reduce the program and to say that 300 are not needed, that 200 will 
stop the Russians, that is the judgment of the Congress. What I am 
trying to place before you are what we feel are the absolute minimums 
that are essential for different forces. 

Senator Dirksen. We do not want to interfere with the onslaught 
on the Russians. We may want to interfere a little bit with the 
mounted hosts that ride the forces of inaction. You go back to 1950 
and you state that some of these have not been requisitioned. 

(Discussion off the record.) 

Senator ELLENDER. May I state that the same argument that the 
colonel is now advancing has been made since 1950. Every year you 
came up here to ask for this money you made the same argument. 
It strikes me that with this enormous carryover that you have plus the 
unexpended balances that you would have quite a lot of money to 
use up until the Congress meets next year to appropriate for the next 
fiscal year. 
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OLDEST ORDER 


I weuld like to ask you one question, Colonel. Of the unexpended 
balances, can you point out to us how old is the oldest order that you 
ut in since 1950? In other words, you put orders in and they were 
»ypassed to make room for some other orders that were more needed 
in Korea and other places. 

Colonei CorsBert. Yes, sir. 

Senator E.tenper. In this $10 billion unexpended balance here— 
$10,133,600,000 unexpended balance—that means as I understand 
it that the orders have been placed, but deliveries have not been 
made, and you have the money to pay for them when delivered. 

Colonel Corserr. That is correct. 

Mr. Strassen. I think you ought to correct the number. This is 
Army, Senator. 

Senator ELtenper. Let us take it for the Army and forget the 
amount that I have just given you. The Army has evidently placed 
orders since they first got the appropriations and that was back in 
1950. 

Colonel Corserr. Yes, sir. 


UNDELIVERED ORDERS 


Senator ELLENDER. Have you any orders as late as 1950 that are 
still undelivered—or 1951 or 1952? Which is the oldest that you 
have that has been placed and not delivered? 

Colonel Corsert. Sir, trying to identify the ordered and not de- 
livered by item would be very difficult. When we started this pro- 
gram and we got an item ready for shipment, that item may have 
been shipped to a high priority requirement. 

Senator Evtenper. | understand that. But it was substituted. 
It was just set aside, and your order had to be renewed. 

Colonel Corserr. That is correct, sir. Our whole program has 
been pushed back. But whether to say that we have actually filled 
this first order with the next item that came in or whether it came at 
the end, would be most difficult. The items are the same. 

Senator ELtenper. I understand that the items are the same, the 
orders are the same, and everything else, but you have been pushed 
back and pushed back. The question I asked you before you took 
the seat was, what assurance can you give us if we give you more 
money that you will not again be pushed back and bac k and back 
and these orders probably deferred for 2 or 3 more years? That was 
the question I asked you before you took your seat, you know. 


DELIVER FORECASTS 


Colonel Corserrt. Yes, sir. Sir, in the procurement schedules, our 
rehabilitation schedules that we have now, we have forecast when we 
are going to delivery these items. We do that for 18 months in ad- 
vance. We call it the estimate of shipments to port. We do it for 
each country. We have certain summaries on it also. This is a 
worldwide summary on it. From this, was a result of our schedules, 
first of all we select the items that are from stock. We now say 
according to this new ruling I can obligate my money for the items 
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that are coming from stock at a certain rate. We have specially 
gotten a table up for presentation to the committee showing the rate 
at which I am going to obligate the funds that we have listed in this 
$456.7 million. But for every item on our program we do have this 
estimate of shipments to port. That is based on these voluminous 
schedules that come in from all our various technical services. 

Sir, here is one put together by country. It shows for each item 
that we list there when we are going to ship it. 

Senator Dirksen. Now, that $456 million is not a capital item at 
all. That is presently in stock? 

Colonel Corserr. Yes, sir, that is presently in stock. 

Senator Dirksen. And the whole item is rehabilitation and repair. 
In other words, you are reconditioning this equipment to send it 
across. 

Colonel Corzserr. To send across the end item. 

Senator Russe... In that case, most of that $456 million would 
be for labor to rehabilitate the item? 

Colonel Corzerr. No, sir. This $456 million represents the cost 
of the item to the program. The actual cost of the labor, the cost of 
the parts that are put in this rehabilitation are paid initially by the 
Department of the Army. We use the Department of Army funds 
for this. Then the Department of the Army when it has this item 
ready to ship, gets reimbursed for the cost of the item. The cost of 
rehabilitation and repair is approximately 33 percent of the cost of 
the item. 

FOREIGN LABOR CONTRIBUTION 


Senator Russeiu. Of course, every effort that a Member of Congress 
makes to find any saving that could be made in this program is 
circumvented or discouraged because we have so little knowledge of 
the actual facts. But we are told here time and again that the 
greatest reservoirs of skill in the world are in Western Europe that this 
eran is being built to defend. It seems to me that they should 
xe able to contribute the 33 percent of the labor to rehabilitate these 
items. 

Colonel Corserr. Sir, some of this is done overseas, not by the 
recipient country, but by the United States Army in Europe, which 
has it done in Germany’s factories, and also in Japan. 

Senator Russretyi. Yes, but we pay for that; I am talking about 
trying to get some more contribution from the recipient countries. 
They have all of these skills. They say they cannot make all these 
tools of war, though we are giving them money to build factories 
and one thing and another to do it. It seems to me that 33 percent 
of that item in the way of labor could certainly be supplied and 
contributed by the foreign countries. You have a great deal of 
radio and electronic equipment and things of that nature that the 
Department of the Army is going to pay to have rehabilitated, and 
you state they will be reimbursed from these appropriations and that 
is true. But if you could have that work done overseas by the 
recipient countries, and they paid for it with their own currency, it 
would reduce this one item here by more than $100 million, While 
I realize that is a very small sum these days, it would be a considerable 
saving that would accrue to the Treasury. At least it would reduce 
our deficit by that amount. 
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Colonel Corserr. The amount of work that can be done by the 
recipient countries may be exactly as vou say, Senator. They do 
have the skills. We could save on the labor costs, of course. We 
would have to send the maintenance repairs parts, as we call them, 
the parts that have to be put in to rehabilitate this equipment, 

Mr. Srassen. I would like to say to Senator Russell that we are 
trying to move over more and more in that direction, to get the pro- 
duction, spare parts base in Europe at their own cost. 

Senator Russe.u. That is one thing that discourages me about this 
program. I hope that will be a real effort. 

Mr. Srassen. It will be. 

Senator Russeiu. It seems to me that the Army has dealt with 
this thing just exactly like they were buying these things to arm 
soldiers in the United States. I have favored this program—lI have not 
gone along quite with the tempo of it—but I have never believed that 
a man will fight for anything that he has not contributed something to. 
I have always believed if we took over this program and just dished 
out these arms, that we would not get half the fighting power we 
would if they made some sacrifice there to arm themselves, and to 
organize the forces necessary for the defense of the free world. These 
two particular items, this rehabilitation and these repairs and spare 
parts, it seems to me if this is going to be a long-range program, and 
nobody can see any definite end to it, that we ought to have started 
out with the delivery of the first tanks or artillery pieces or whatever 
it was, to try to get them to undertake this repair and rehabilitation, 
and also to encourage them to produce spare parts. 

When we get this whole thing armed over there, your 140 divisions, 
or whatever you military people say we have to have for the defense 
of Europe, then we are going to increase the drain from here on out 
on the American taxpayers to keep that great machinery in operation 
and running. 

I think we ought to put terrific emphasis on the need for them to 
take care of the repairs. 

Mr. Srassen. We agree. 

Senator Russe.u. If we give a man an automobile, it seems to me 
he ought to be willing to keep it running. 


TURKISH REBUILDING CENTER 


Mr. Strassen. On my trip to Turkey, which is one of our key 
bastions, | went out to the ordnance unit established to repair and 
rebuild the 6 by 6 trucks, and they had developed a complete rebuild 
center in Turkey. They had a Turkish major who was a graduate of the 
University of Michigan, and he really got that organized. He devel- 
oped mechanics out of the peasants who did not even see a bieycle 
before they came into this place. They are going to get some of the 
tanks. 

(Discussion off the record.) 

Mr. Srassen. We are moving in the direction you put your finger 
on. We cannot do it at once. Before you came in, the colonel went 
into one of the big items here. 

(Discussion off the record.) 

Colonel Corser. This program has been under way a considerable 
length of time in order to try to get them to take more and more of 
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this over. You will note in the program we were asking for next year, 
we are not asking for 1 peuny for spare parts for equipment on hand. 
If you will authorize that carryover of the amount that we have now, 
not 1 more penny will be used out of the funds next year for this item 
of spare parts for equipment on hand. 

Senator Dirksen. Off the record, 

(Discussion off the record.) 

Colonel Corserr. On the spare parts question, Mr. Halaby took 
up yesterday the offshore procurement part of it, it may be pertinent 
to repeat it at this time—how we are actually trying to get them to 
take all these costs. I would like this off the record. 

(Discussion off the record.) 


SCREENING PROCESS 


Mr. Srassen. Could I check whether my understanding is correct 
in this situation? Does every item that is represented by the accumu- 
lated unexpended program, and by your proposed 1954 program, 
reflect a requirement that has been evaluated by United States mili- 
tary personnel as necessary for a unit of another country that is part 
of the United States national security overseas program? 

Colonel Corpert. Sir, I could sustain emphatically what you have 
said, that it has been screened not once, but it has been screened 
many times. 

Mr. Strassen. Is it true that nothing gets into your program in the 
Army unless United States Army personnel have screened the require- 
ment and passed it on back, and that it fits in with a force plan and a 
strategic concept, like the one little item we just mentioned? It isa 
force that is being built up by another country that fits into the United 
States national security concept in this Soviet threat? It is an item 
for a requirement for those forces? 


DETERMINING REQUIREMENTS 


Colonel Corserr. That is correct, sir. To show the amount of 
screening that has been done, when we came in with our original 
program for this year, the requirements for NATO alone—and these 
are screened requirements, by United States personnel—in the 
NATO area alone, not counting Greece and Turkey, amounted to 
$2,566,900,000. These are screened requirements that we sent a 
team of officers to meet with the officers from the MAAG, that came 
in with the country requirements. We have screened those require- 
ments not for dollar value at all, but for absolute requirements. We 
have in our office over there 90 pounds of paper, and on each one of 
these sheets we have taken a unit of this foreign country that we are 
dealing with and we have listed their total requirements. We have 
listed the equipment on hand. We have listed on there the equipment 
that is on previous MDAP programs. We have listed the amount of 
these items that they are going to get from the country production. 
Then we come out with a net deficiency of what they have. Those 
net deficiencies of what they have, if they meet with what we call our 
hard-item list of 134 items, the total amount for NATO alone was 
$2,566,900,000 for the next year; that has again been screened down 
to where the amount now we are asking for Europe is $1.5 billion. 
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Senator Tuyen, Is that a current figure or does that include some 
1952, 1951, and 1950 figures? 

Colonel Corserr. No, sir; that is just the current figure of the 
amount of money that would be needed to fulfill the requirements for 
the forces that will be in being at the end of 1954 of this program, 
We go through quite an exercise on actually coming up with this, 

We have divided them off into priorities to meet the D-day units 
the D-plus-15, the D-plus-30, the ammunition requirements. I be- 
lieve General Stewart gave you yesterday a picture of this. 

I have it here actually by the countries. Of course, this is a clas- 
sified document. The names of the countries were taken out of the 
submission yesterday, and they were just called A, B, and C, 

Mr. Strassen. Mr. Chairman, we have similar information on the 
Navy and Air, 

Senator Dirksen. Colonel, have we finished this item on unobli- 
gated balances? 

Colonel Corserr. Yes. 

(Discussion off the record.) 

Mr. Strassen. The Navy and Air Force do not have the large 
amounts. Do you need any further presentation on their unobligated 
balances? ‘They have the detail in the book. 

Senator Dirksen. There may be some questions, but I think we 
have gotten over there fairly well. 

Mr. Strassen. Could we leave it? If you need a Navy or Air Force 
explanation we could send to the Pentagon for them. These officers 
are very busy. 

Senator Dirksen. Yes. We want to inconvenience you as little as 
possible. 

Mr. Strassen. It isnot a matter of inconvenience, but of getting the 
program moving. 

Senator Dirksen. We will suspend now to reconvene at 10:30 
tomorrow morning in this room. 

The following letter from Mr. Dodge, Director, Bureau of the 
Budget, addressed to the chairman, will be inserted in the record at 
this point. 

(The letter referred to follows:) 


(See p. 412) 


EXecuTive OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D. C. 
Hon. Srytes Bripaes, 
United States Senate, Washington, D. C. 


My Dear Senator Bripages: Because of the technical budgetary aspects and 
critical importance of two of the key problems relating to the appropriations for 
the military assistance portion of the mutual-security program, I would like to 
outline to you my views on them. They involve the proposed reappropriation 
of the approximately $2 billion of unobligated carryover as of June 30, 1953, and 
the projected unexpended balances as of June 30, 1954. 

Various factors have contributed to the size of the unobligated carryover. In 
the budget review by the new administration this spring, certain savings were 
identified in prior programs. As a result, $343 million were applied to reduce 
the request for new obligation authority in fiscal year 1954, rather than propos- 
ing to reduce the 1953 balance to be carried forward. The net effect in terms of 
funds available is, of course, the same under either approach. Additional savings 
of $88 million were recently applied to further reduce the request for appro- 
priations. 

Another large portion of these unobligated balances results from Department 
of Defense deobligation action to conform to recent determinations of the Comp- 
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troller General. Except where savings were simultaneously involved, these funds 
were and are programed for military equipment needed by our allies. Much of 
this equipment is scheduled for delivery in fiscal year 1954. 

Another segment of the carryover results from affirmative decisions to hold 
funds in reserve. These decisions resulted for a variety of reasons such as, 
because of the need to cover design and price changes in aircraft and ships, 
because certain new items of equipment were not quite ready for firm production 
contracts as of June 30, and because the Navy does not obligate for all items 
of equipment (electronics, guns, etc.) at the same time of contracting for the 
ship hull. Any analysis of the unobligated balances should, of course, take these 
factors into consideration. 

The second question relates to the large unexpended balances, or “financial 
pipeline” which would exist on June 30, 1954, under the program as presented 
to the Appropriations Committees. The need for large balances exists predomi- 
nantly because of the time necessary between the placement of orders for com- 
plicated military equipment and their delivery. 

This time period is substantially greater for offshore than for United States 
procurement. The offshore procurement program has among its objectives in- 
creasing the number of plants in Europe producing ammunition, spare parts, and 
aircraft in order to expand supply lines for consumables in the event of war and 
to reduce the future need for aid. Accordingly, production contracts usually 
require long lead time to tool up new plants, recruit manpower, etc.——a situation 
very similar to that existing in the United States in 1950 and 1951. 

The balance of the pipeline is intended to cover predominantly the time needed 
for final MDAP programing to be completed after appropriations are made and 
for procurement and delivery from the United States. The financial pipeline is 
increased because of the substantial portion of the program which consists of 
aircraft, vessels, and electronic equipment and requires a long production time. 

I would be happy to discuss these problems with you further. 

Sincerely yours, 
Josppn M. Dopar, Director. 


(Thereupon, at 4:20 p. m., Friday, July 17, 1953, a recess was taken 
until Saturday, July 18, 1953, at 10:30 a. m.) 


nes oT ——— 


oN 


5 nem ate BINA Se AE RES TT 


‘ 
‘ 
: 








MUTUAL SECURITY APPROPRIATIONS FOR 1954 


SATURDAY, JULY 18, 1954 


Unirep States SENATE, 
CoMMITTER ON APPROPRIATIONS, 
Washington, D. C. 

The committee met at 10:30 a. m., pursuant to recess, in room 
F-39, the Capitol, Hon. Styles Bridges (chairman of the committee) 
presiding. 

Present: Chairman Bridges, Senators Young, Knowland, Thye, 
Smith, Dworshak, Hayden, and Ellender. 


MUTUAL SECURITY AGENCY 


CITIZENS COMMITTEE FOR UNITED NATIONS INTERNATIONAL 
CHILDRENS EMERGENCY FUND 


STATEMENT OF MRS. MARGARET STONE, CHAIRMAN 
GENERAL STATEMENT 


Chairman Bripges. The meeting will come to order. 

This morning we have 2 groups, 1 representing the Congress of 
Parents and Teachers, and the other the International Children’s 
Emergency Fund, the Citizens Committee. As we have a schedule 
to maintain we will show the witnesses the courtesy of hearing them 
for just 2 or 3 minutes each and place the remainder of their state- 
ment in the record. Otherwise, it would take many hours with the 
number of witnesses we have scheduled. 

So I will extend you that courtesy. 

Mrs. Stone, do you wish to speak first? 

Mrs. Srone. Thank you very much, Senator Bridges, for the 
opportunity to appear. 

Chairman Brincges. Your name is Margaret Stone and you are 
chairman of the Citizens Committee of the United Nations Interna- 
tional Children’s Emergency Fund? 

Mrs. Sronn. Yes, sir. 

Chairman Bripges. Your home is where? 

Mrs. Stonr. Washington, D. C, 

Chairman BripGes. Tse are a voluntary oificial? 

Mrs. Sroneg. I am. 

Chairman Bripass. You are not paid for your services? 

Mr. Stonz. I am a voluntary official in the organization | belong to. 
I am being paid for my services at this time as chairman of a group of 
legislative representatives of various organizations that are supportnig 
UNICEF. But that is my voluntary contribution. 

Chairman Bripags. You may proceed. 
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ORGANIZATIONS REPRESENTED 


Mrs. Srone. The organizations for which I am authorized to make 
a joint statement today are the American Association of Social Work- 
ers, the Child Study Association of America, the Child Welfare League 
of America, the Friends Committee on National Legislation, the Na- 
tional Council of Jewish Women, the National Board of Young 
Women’s Christian Association, United Church Women, Women’s 
Division of the Christian Service of the Board of Missions of the 
Methodist Church. 

The members of these organizations have had a continuing interest 
in the International Children’s Emergency Fund since its inception 
in 1946. They have followed its program and are informed about it 
and all of these organizations have voted approval of the program and 
the funds and the administration of it by voting continuing United 
States participation. 

You gentlemen know all about the change in the emphasis of the 
fund. SoI will not go into this. 

Right here I would like to say I realize what heavy responsibility 
you gentlemen on the Appropriations Committee have. 1 know that 
the appropriation for UNICEF is just one item and a relatively small 
one among the many that are being considered. The organizations 
for which I speak requested time for a brief statement only because 
they believed so thoroughly in the work of UNICEF and that the 
returns on the relatively small investment are almost hundredfold. 

I refer not only to the healthy bodies of the future citizens and 
possible leaders of the world but the good will toward the donor 
countries and United Nations created in the hearts of the mothers and 
fathers of these children and the sense of responsibility and worthwhile- 
ness of their jobs engendered in the countless native doctors, nurses, 
social workers, and midwives, either trained or brought in a participa- 
tion in the project being carried out in their own countries. 


SELF-HELP PROGRAM 


You gentlemen all know it is a self-help program which to us is the 
most important factor of it. As a matter of fact, the recipient 
countries all along have done much more than match the funds that 
have been given to them. 

For example, in 1952 they provided the funds from their own 
resources amounting to $23,616,000 as against UNICEF program 
allocations of $13,329,000, which is almost double, you see. 

Another important factor is the close cooperation that exists between 
UNICEF and the World Health Organization, the Food and Agricul- 
ture Organization of the United Nations, and the UN Department of 
Social Affairs, UNICEF furnishes equipment and supplies and other 
agencies furnish technical] aid. 

Through this cooperative effort countries are shown how to set 
patterns for carrying on child health and welfare services. In the 
Philippines today, for example, mothers can take their children to 
rural health clinies developed as outgrowth of the training center aided 
by UNICEF until December 1951. The training center itself con- 
tinued its efforts and through the middle of 1953 short-term training 
was given to some 468 persons, including physicians, nurses midwives, 
and sanitation inspectors. 
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The Government plans to establish several more centers of the same 
pattern on its own. Also, in 1949 Chile received equipment for local 
production of vaccine for the diphthe ria-immunization program. The 
first vaccine produced by UNICEF equipment became available in 
July 1951. Immunization begun in Santiago has been expanded on 
other provinces, and the work forms a permanent feature of the 
National Public Health Service. 


AMOUNT OF REQUEST 


Examples like this could be multiplied many times. So, if I may, 
I should like to make a double plea for funds for UNICEF, first, for 
the deficiency appropriation of $9,814,333 for 1953 and second for 
$9,000,000 for calendar 1954. 

The last contribution made by the United States Government was 
a year ago, July 1952, in the amount of $6,666,667. The House and 
Senate Appropriations Committees had recommended the appropria- 
tion of the full amount authorized, namely, $16,481,000. Since the 
authorization is valid until December 31, 1953, the organizations for 
which I speak urge that the balance or $9,814,333 be appropriated to 
fill the gap between now and calendar 1954. 

As of now, 41 governments other than the United States had con- 
tributed or pledged funds to UNICEF in 1953 and certainly for the 
United States to carry its share is no more than its duty and obligation. 

For calendar 1954 we urge the appropriation of $9 million as 
recently authorized. We believe that in these insecure times it is of 
the utmost importance to lay the foundation for future security 
and we believe that there is no better way to lay this foundation 
than to continue the UNICEF projects which gave a practical dem- 
onstration to peoples all over the world that the freedom-loving 
countries do care about what happens to children. 

Chairman Bringes. Thank you very much, Mrs. Stone. If you 
have more you want to put in the record, you may do so. 

Mrs. Sronrn. Thank you. 

Chairman Brinces. The committee, I might say to you, is gen- 
erally familiar with this problem and also the fund and the chairman 
personally knows the story so that we have a pretty good back- 
ground besides your testimony. 

Mrs. Sronz. Thank you very much, 

(See also p. 595) 


NATIONAL CONGRESS OF PARENTS AND TEACHERS 
STATEMENT OF MRS. ROBERT E. FISHER 
GENERAL STATEMENT 


Chairman Brinegs. Mrs. Fisher. 

Your name is Mrs. Robert E. Fisher. What is your official capac- 
ity with the National Congress of Parents and Teachers? 

Mrs. Fisuer. I am foreign-affairs member of the legislative com- 
mittee of the National Congress of Parents and Teachers. It is a 
voluntary position. 

Chairman Bripces. Your home is where? 

Mrs. Fisuer. Washington, D.C. 
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Chairman Brinces. You are volunteering your services; you are 
not a paid agent? 

Mrs. Fisner. That is correct. I am reading a statement from the 
national chairman of legislation, Mrs. Jenkins. 

Chairman Bripces. How long a statement do you have? 

Mrs. Fisoer. We have reduced it to the bone; it is very short. 
You know of our large membership, Senator Bridges and members of 
the committee. 

Chairman Brinces. There is the National Congress of Parents and 
Teachers, also there is a National Association of Parents and Teachers 
or are they the same? 

Mrs. Fisuer. It is the same thing. 


ORGANIZATION 


Chairman Bripges. You are the national organization which co- 
ordinates and ties the local parent-teacher associations together; is 
that correct? 

Mrs. Fisuer. That is correct. However, each State may make its 
own bylaws in conformity somewhat with the national bylaws. 

Chairman BripGes. You believe in States’ rights then? 

Mrs. Fisuer. Yes. I am sure that is indicated here. Because of 
your question, I will read the first little part of my statement. 


CHILD WELFARE 


The National Congress of Parents and Teachers, with its neacly 
8 million memberships and 40,000 parent-teacher associations through- 
out the country, is concerned with the welfare of children in all parts 
of the country, is concerned with the welfare of children in all parts 
of the world. It is our deep conviction that the lives of our own 
children are permanently and unalterably bound up with the lives of 
children everywhere. We feel that international children’s welfare 
work has permanent value in the development of the children who will 
be the statesmen of tomorrow. Therefore, we have consistently sup- 
ported this kind of work. 

On April 20, 1953, our national president, Mrs. Newton P. Leonard, 
sent a letter to each member of the United States Congress urging that 
the work of the United Nations International Children’s Fund be con- 
tinued in 1954. We have applauded the leadership of the Senate in 
this vital program during the past years and were gratified to see your 
version of the mutual-security bill for 1954 carry an authorization of 
$13 million for this important work. 

We are deeply conscious of the tremendous problems faced by the 
Appropriations Committees of our United States Congress and the 
courage required in facing the financial facts of our time. Never- 
theless, we plead for the continued vision to see that a common 
concern for children among the peoples of the world may very well 
become the channel of understanding which is basic to a peaceful 
world. We, therefore, support wholeheartedly the full amount 
authorized in the mutual-security legislation for 1954 for Interna- 
tional Children’s Welfare World—-$9 million. 

In April, at the time of Mrs. Leonard’s letter to the Members of 
the United States Congress, the National Congress of Parents and 
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Teachers was especially concerned because the $9,814,333 requested 
by the President of the United States for UNICEF had been omitted 
from the second supplemeatal appropriations bill. The National 
Congress of Parents and Teachers would applaud your favorable 
and early action on this appropriation also. We shall await with 
hope and confidence the outcome of your deliberations. 

Chairman Bripcrs. Do you have anything further you would 
like to file? 

Mrs. Fisuer. I have submitted that. 

Chairman Bripcres. Thank you very much, Mrs. Fisher. 

Mrs. Fisuer. Thank you very much. 

Chairman Brivces. I have here a letter dated July 16, 1953, from 
Mr. Stassen, Director for Mutual Security, which will be placed in 
the record at this point. 

(The statement referred to follows:) 


EXeEcuTIVE OFFICE OF THE PRESIDENT, 
Orrice or THE Director ror Murua Sgecuriry, 
Washington 25, D. C., July 16, 1958. 
The Honorable H. Styies Brinaegs, 
Chairman, Committee on Appropriations, 
United States Senate. 


Dear Mr. Bripaus: Early in January the previous administration sub- 
mitted a request for fiscal year 1953 supplemental appropriations for contributions 
in the calendar year 1953 to multilateral technical cooperation programs in the 
amount of $6,537,417, and to the United Nations International Children’s Emer- 
geney Fund in the amount of $9,814,333, both amounts to be appropriated to the 
President under authority of the Mutual Security Act of 1951, as amended. 

These estimates were subsequently reviewed bv this administration, and on 
June 5 the Congress was asked to consider the following requests for fiscal vear 
1953 supplemental appropriation: multilateral technical cooperation, $4,595,812, 
and United Nations International Children’s Emergency Fund, $9,814,333. 

Inasmuch as the Congress had not acted on this request by the end of the fiscal 
year 1953, the executive branch proposed, and the Congress adopted in section 709 
of the Mutual Security Act of 1953, a proviso that extends the fiscal year 1953 
authorization for contributions to multilateral technical cooperation programs 
through the calendar year 1953. The supplemental appropriation requested for 
the United Nations International Children’s Fmergency Fund falls within the 
amount authorized by section 12 of the Mutual Security Act of 1952 for appropria- 
tion and contribution through December 31, 1953. 

These programs, which are addressed primarily to the needs of the underde- 
veloped areas and have already achieved substantial results, will be sharply 
reduced in the present calendar year if the United States fails to contribute the 
amounts stated above. The contributions of other governments to the United 
Nations International Children’s Emergency Fund are already more than sufficient 
to enable the United States to pay in $9,814,333 under the contribution formula 
embodied in present legislation. On the basis of firm pledges and contributions 
made by other governments to the 1953 program of United Nations technical 
assistance, the United States will soon be expected to make additional payments 
on its pledge of $12,767,145. 

Executive branch witnesses will shortly appear before your committee to testify 
on the requests for funds for these programs included in the Mutual Security 
estimate. for the fiscal year 1954. It is proposed, if you have no objection, that 
at such time the witnesses also present testimony on the supplemental appro- 
priation requests mentioned above. 

Sincerely yours, 
Haroutp FE, Strassen, Director for Mutual Security. 


Chairman Brinces. Mr. Ogg, we hope that Senator Young is going 
to be here. Would you prefer to wait until he gets here? 

Mr. Oaa. Yes, sir. 

Chairman Bripaxs. We will proceed with another witness. 

Mr. Redes, do you want to take the stand? I would like to have 
you file your statement with the committee. We will make it part 
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of the record, but I would like to bave you highlight it. This com- 
mittee is familiar with the problem which you face. So that with 


the filing of the statement, if you will highlight it for 5 minutes, I 
think that will be sufficient. 


MOROCCO POST, AMERICAN LEGION 
STATEMENT OF ROBERT E. RODES, COMMANDER 
GENERAL STATEMENT 


Mr. Ropgs. Shall I file it then with the attachments mentioned 
in it? 

Chairman Bripags. Certainly. 

Mr. Ropgs. I do believe that this committee knows about as 
much about the Morocco matter as anybody on this side of the water. 

Chairman Bripees. Next to you. 

Mr. Ropes. We have treaties in Morocco which guarantee to the 
United States equal treatment with France, which has a “protectorate” 
arrangement under which it carries out certain functions for the Sultan 
of Morocco. The French Government after Marshal Lyautey passed 
out of the picture, began to make Morocco a colony and to infringe 
on those treaties. After the last war treaty violations became in- 
tolerable, as you know. The Senate, after finding that the Depart- 
ment of State was unable or unwilling to remedy the matter, passed 
a law which, originated in this committee and which as you stated, 
was intended to give France the alternative of foregoing ECA aid 
or reestablishing these treaties. 

The Department of State then claimed that it could not determine 
whether the infringements of treaties which it had protested for years 
actually existed until an international body passed on the matter. 
France, it insisted, must have her day in court. The Department 
claimed to you that the United States was subject to the mandatory 
jurisdiction of the court. I immediately challenged this. The Amer- 
ican Bar Association questioned it in its publication and the United 
States attorney denied it before the Court. 


COURT DECISION 


At any rate, the Court’s decision was:,.(1) that France has no 
economic privilege in Morocco; (2) that Morocco and France are 
committed to preserve economic equality and economic liberty in 
Morocco (and the record makes it clear that that economic liberty 
goes further than the open door, further than commercial liberty, it 
includes the freedom to engage in any type of enterprise, and to make 
any type of investment) and, (3) it also ruled that the United 
States is entitled to be treated equally with France insofar as economic 
matters in Morocco are concerned. The Court refused to pass on 
the question as to whether Moroccan currency legislation is valid, 
stating that even if it were valid, it could not justify discrimination. 

In other words the Court held that the Act of Algeciras, the original 
multilateral treaty, gave all nations the right to economic liberty and 
equality and that anything subsequent, which is only an arrangement 
between two of the nations, Morocco and France, is invalid if it 
infringes those principles. This is entirely clear. I have seen no 
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lawyer challenge it. Even the French attorney, who pleaded the 
case, stated that that principle of economic liberty had been estab- 
lished, and certain things proposed by the protectorate, claiming 
they implemented the verdict, were contrary to the verdict, and at 
that time he moved out of the conference drafting the regulations, 
leaving it controlled by the economic officials who had caused all of 
the trouble in the first place. 


EFFECT ON MOROCCAN ECONOMY 


At any rate, to make a long story short, the cartels to which we 
objected, the monopolies which are absolutely ruining Moroccan 
economy, the restrictions which are placed on our exports, all remain 
exactly the same. The only thing that has changed has been the 
restrictions on imports from the United States. Those have been 
lifted, but the money which results from the sale of those imports is 
impounded. That means that legally the United States has the right 
to identical treatment so that any merchant in Brooklyn should be 
able to do business with Morocco by an agent, through correspondence, 
or through personal contact exactly like a merchant in Lyon, France. 
But under present regulations if the man in Brooklyn sells in Morocco, 
he must accept blocked Moroccan francs in exchange for his goods, 
whereas, the Frenchman is at liberty to send his money back where it 
came from and buy more goods. 

That has cut down our trade almost 50 percent since the verdict, 
while dollar-paid imports from all other countries, dollar-paid imports 
mind you, are about 100 percent over what they were before. Here 
is a whole newspaper page just gloating about how they bamboozled 
us in cutting down our trade to half after we won in court. 

Chairman Bripces. Do you have a translation of that? 

Mr. Ropes. Yes, sir, I have a translation of it. 

Chairman BripGes. We will place the translation in the record. 

Mr. Ropers. I suggest excerpts from it. I do not think it is 
worth putting in the whole translation, but the excerpts show the 
spirit behind it. (The translation appears on p. 461.) 

Chairman Bripcrs. We denen the problem. We have heard 
it before. We know the situation. We are showing you the courtesy 
of hearing you and we are glad to do so. You tell us specifically 
what you are requesting of this committee. 


LANGUAGE REQUEST 


Mr. Ropzs. Yes, sir. I am requesting that at an appropriate 
place in this legislation you insert 
after September 1, 1953, no funds herein appropriated shall be made available 
for assistance other than direct military assistance to any nation of which a 


dependent area fails to comply with any treaty to which the United States and 
such dependent areas are parties. 


That is essentially the language that has been approved by this 
committee on four different occasions. To that I would suggest 
that you add: 


And in any question relative to an interpretation of such treaties on which the 
International Court of Justice has ruled, the decision of the Court shall be the 
determining factor. 
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Chairman Brinces. Your position is that when we make treaties, 
we should live up to them? 

Mr. Ropes. That is correct, sir. 

Chairman Bripces. And that the other parties should do the same? 

Mr. Ropers. That is right. 

Chairman Bripegs. You know of no reason why the United States 
Government should live up to it in one respect and not do so in another? 

Mr. Ropes. No, sir. Nor do I know any reason why the United 
States Government should support the rottenest system of cartels 
that exist; why they should support monopolies. 

Chairman Brivces. That is aside from the subject. But the fact 
is that what you are asking is that we live up to our treaty? 

Mr. Ropes. Yes, sir. Legally, we are right, morally we are right. 
The only people that want anything different are a few profiteers and 
a few heavy French interests who have taken a preferred position in 
Morocco. 

ACTION OF PREVIOUS ADMINISTRATION 


Chairman Bripces. The fact is that the previous administration 
has ignored the treaty. While they bend over backward to enforce 
treaty regulations sometimes to the detriment of our country, I think 
this they have ignored. 

Mr. Ropes. That is correct. The previous Secretary of State, 
while insisting publicly that Egypt should honor a treaty with Britain, 
because it has no provision for abrogation, took action which in effect 
not only allowed France to abrogate certain phases of her treaty with 
Morocco and with us but also failed to live up to our moral oblization 
to see that our engagements to Morocco were carried out. He did 
that on his own responsibility. 

Chairman Brinces. Mrs. Smith, Senator Thye, Senator Young, 
any questions? 

Your statement and other pertinent material will be inserted in the 
record. 

Thank you, Mr. Rodes. 

Mr. Ropers. Thank you very much, sir. 

(The material referred to follows:) 


STATEMENT BY Rosert Emmet Roprs, ComMANDER, Morocco Post, AMERICAN 
LEGION 


Mr. Chairman and members of the committee, I left Casablanca 4 days ago 
and came here hoping to give this committee current facts on the situation con- 
fronting United States citizens, trade, and enterprise in Morocco. 

I recall your previous efforts on our behalf with a great deal of gratitude. 
Most of vou are familiar with the background and history of the Moroecan affair 
and I shall not take time to review it. I ask permission, however, to place in the 
record at this point a letter (marked A) of January 3, 1951, from Senator Salton- 
stall to Secretary Acheson, which gives a concise statement of the problem and of 
Senate action which was intended to remedy it. 


(A) 
January 8, 1951. 
Hon. Dean AcHESON, 
The Secretary of State, Department of State, 
Washington, D. C. 

Dear Mr. Secrerary: I have long been concerned about French Morocco’s 
refusal to abide by treaties which assure American trade and enterprise, ‘‘economic 
liberty without any inequality,’’ and which fix rates and procedures for taxes 


and customs. However, | refrained during 1949 from voting for sanctions to 
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end this situation, believing that your Department would adjust the matter 
satisfactorily by negotiation. When this was not done, | supported, and the 
Senate approved, an amendment to the Keonomic Cooperation Administration 
Act which would have withheld “counterpart funds” from Franee so long as the 
treaty violations continue and which stated that treaties would remain in force 
unless altered by constitusional treatymaking authority. When your Depart- 
ment and the ECA Administrator insisted that this amendment was unnecessary, 
the “Connaliy Amendment” which left full discretion with your Department was 
adopted in conference and became law. 

y letter of June 12, 1950, stated certain acts of treaty compliance which it 
seems reasonable that vour Department should obtain under authority of the 
Connally amendment. Mr. MeFall’s answer of June 23, 1950, made it clear that 
your Department had decided to tolerate all of the abuses | mestioned. Mr. 
Hummelsine’s memorandum to the Appropriations Committee confirmed this 
decision and intimated that your Department's own agreements had modified 
the Morocean treaties. 

Since it was apparent that no action could be expected under the Connally 
amendment, | joined a preponderant majority of the Senate in voting in effect to 
cut off aid to France if Moroccan treaty violations continue. Even the majority 
leader, opposing the proviso, agreed that yvour Department’s claim that other acts 
had moditied the treaties, could not be accepted. ‘The final law was aimed at 
those acts which “in the opinion of the President’”’ were treaty violations. 

I now learn that France is suing the United States at The Hague on the grounds, 
to use your Department's summary, “that the United States treaty position in 
Morocco is anachronistic, that certain of our treaty rights have ceased to exist, 
or have been superseded by later agreements or policies.”’ I also learn that your 
Departinent has agreed that aid to France and the Moroccan treaty violations 
both will continue until the Court renders its decision 

‘The appropriation amendiment was clearly intended to give France her option 
of making Moroceo comply with our treaties or of foregoing our economic aid. It 
is also evident that the intended criterion is the wording of the treaties themselves 
and that this was adopted after full consideration of your Departinent’s reasons 
for wishing to substitute other criteria. 

I do not intend at this time to explore the factual, legal and constitutional 
questions arising out of this suit, although I would appreciate your detailed re- 
marks on the objections to your action filed by the American Trade Association of 
Morocco on November 8, 1950. However, I do believe that the suit should not 
nullify the legislation by continuing aid while treaty violations admitted by your 
Department continue. 

I would appreciate very much your present opinion on the Moroccan treaty and 
trade situation. 

Sincerely yours, 
Leveretrr SALTONSTALL, 
United States Senator. 


In 3 successive years, beginning with 1949, you recommended legislation to 
end the Moroccan abuses. ‘Twice the Senate and once the Congress agreed with 
you 

Your report dated October 16, 1951 (No. 960 to accompany H. R. 5684) stated: 

“Moroecan treaty violations have been repeatedly brought to the attention 
of this committee. This amendment is intended to require Morocco in the full 
extent guaranteed by treaties ratified by the Senate and specifically eexluding 
the possibility that such treaties may have been altered by acts or agreements 
of the Department of State, to accord American citizens and trade identical 
treatment with those of France, to cease all attempts to create or maintain cartels 
or other monopolies forbidden by treaty, to follow treaty provisions in the collec- 
tion and assessment of taxes and customs, and to reimburse excess amounts 
collected from United States citizens, in violation of treaties.” 

Your decision, which you intended to implement by the above-mentioned 
amendment, has been thoroughly vindicated by the International Court of 
Justice in every point except that relating to taxes. The economic liberty and 
equality required by United States-Moroccan treaties were upheld by the Court 
in a unanimous decision in which even the French judge concurred. 

Yet now, nearly 11 months after the Hague verdict which the law requires to 
be applied immediate ly, the only change has heen for the worse. Imports from 
the United States during the first 4 months of 1953 were little more than haif 
of those during the first 4 months of 1952. Dollar paid imports from other coun- 
tries almost doubled. 
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Treaty violations such as cartels and other monopolies, and restrictions on 
exports to the United States remain just as they were before the verdict. The 
United States told the Court that our citizens had been charged customs duties 
“‘as much as three times the assessments on identical imports by others.”’ The 
Court found such discrimination illegal. Nevertheless, none of the overcharges 
have been reimbursed. 

Those of us who know the situation know that most Frenchmen in Morocco 
and all Moroceans want the verdict to be applied. Persons of widely divergent 
views all agree that Morocco should have the free economy guaranteed by her 
treaty status (described by the Department of State in its first note of protest 
about nonenforcement of the verdict as “the principle of economic liberty with- 
out any inequality established by the act [treaty] of Algeciras and reaffirmed by 
the International Court of Justice’). (See p. 460 for text of note.) 

This reestablishment has been publicly urged by the Sultan of Morocco, by 
Marshall Juin, by the presidents of both the French and the Moroecan Chambers 
of Commerce, by Prince Charles Murat, dean and leader of the French colony in 
Morocco, and by many others. Only a small group of protectorate officials and 
profiteers want Morocco afflicted with the system of regimentation which is 
wrecking the economy of France. But this group is becoming more determined 
and arrogant. So far, they have been able to influence our State Department at 
least as easily as when Mr. Acheson was Secretary. They have arrested most of 
their critics among the Moroccans and have silenced criticism from Moroccan 
Frenchmen by claiming that it furthers nationalist interests. 

When the American Chamber of Commerce of Morocco arranged with our 
legion post to conduct a joint campaign in Washington, French officials threatened 
reprisals against the chamber’s entire (75-percent French) membership and 
threatened to deport me. The chamber’s directors abandoned the campaign 
plan and promised not to make any appeal against the French except through 
the local consultate. 

In this connection, I am told by some Senators that they have received cables 
stating that I do not represent the chamber. This is correct. The relationship 
is set forth in the minutes of a conference between the Casablanca Consul Gen- 
eral, the chamber’s president, and me on May 22, 1953. I should appreciate it if 
these minutes (marked exhibit I1) could be included in your record after my re- 
marks. The chamber and our legion post have identical objectives as far as eco- 
nomic questions are coneerned. The chamber first decided to join us in asking 
for congressional help but after threats by French officials its directors agreed to 
work only through our Consulate General. I am convinced that only congres- 
sional action will end the abuses and I am unimpressed by threats. Here is a 
letter from the chamber and a joint cable (marked B) sent to this committee 
which I would appreciate your placing in your record at this point. 


AMERICAN CHAMBER OF ComMERCE oF Morocco, 
80 BouLEVARD DE MARSEILLE, CASABLANCA, 
October 9, 1952. 

Dear MempBer: Herewith enclosed is copy of the compte-rendu of our board 
of Director’s meeting which took place on October 7, 1952. 

In this compte-rendu, you will also find a translation of the cable which was 
sent to Senator Kenneth McKellar, Washington, by the American Chamber of 
Commerce and American Legion in Morocco. 

Copies have also been given to Consul John Bovey, Vice Consul Chapman, 
American Consulate General, Casablanca; to the Petit Marocain, Vigie Marocaine, 
and Maroc-Presse. 

Rest assured that the American Chamber of Commerce will continue its efforts 
in view of obtaining satisfaction. 

Yours sincerely, 
WitiiaMm R. Simone, President. 


(Copy of cable dispatched on October 8, 1952] 


Hon. Kenneta McKe iar, 
Chairman, Senate Appropriations Committee, Washington, D. C.: 


International Court unanimously upheld American claims to economic liberty 
and identical treatment with France as outlined in your Report 960 of October 16, 
1951. It ruled against us in extraterritoriality. State Department immediately 
applied portion of verdict favoring France without requiring enforcement of 
portion favoring us, although law requires immediate enforcement. France now 
proposes new legislation which does not restore economic liberty, favors cartels, 
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and continues preferred position of French imports, exports, and investments in 
complete defiance of verdict. French press quotes French officials as claiming 
} that State Department approves and, judging by Department’s previous record 
opposing free enterprise and advancing colonialism here, this is probable. Urge 
you insist that State Department act immediately to enforce verdict restoring 
economic liberty and assuring us identical treatment with France in all economic 
matters, bringing France’s failure to comply before the Security Council in 
accordance with article 94 of U. N. Charter. 
AMERICAN CHAMBER OF ComMERCE OF Morocco. 
Morocco Post, AMERICAN LEGION. 


An interesting sidelight on the Department of State is that, while it is emphasiz- 
ing and distorting the meaning of the Chamber’s most recent cable, it has not 
circulated other Chamber statements. For instance, the Chamber commented 
on the Department’s arrangement to permit France to sue us at ‘The Hague, as 
follows: 

“We consider the Department of State’s nullification of the proviso to be a 
patent evasion of law and a threat to our constitutional processes. The Depart- 
ment cooperated with France to question the validity of the treaties in a suit 
before the International Court of Justice. It then claimed that it could not 
determine whether treaty violations existed until the Court had rendered its 
decision. To anyone familiar with the Moroccan treaties and the violations in 
question, it is obvious that neither the suit nor the Department’s decision are 
acts in good faith. 

“France’s numerous violations of the Act of Algeciras are evident when the 
actual customs status in Morocco is compared with the legal status reported to 
the United Nations. Furthermore, the International Commission which governs 
Tangier is committed to the same treaty provisions and respects them. France 
can therefore maintain her special customs provisions, embargoes, cartels, and 
other monopolies in the French Zone only by establishing an internal customs 
barrier within the Sherifian [Moroccan] kmpire. This flagrantly disregards the 
customs-unity requirement admitted to the United Nations.” 

As I have said, all treaty violations brought to your attention continue in 
effect. In one case, that of import restrictions, the means of obtaining the 
result has changed. ‘Time does not permit me to dwell on the details of the 
violations nor on their adverse effect on the Moroccan standard of living. One 
or two cases, however, should be known to you. 

An American operating a busline was refused permission to expand as he was 
competing with a powerful French near-monopoly. Another bus operator offered 
him a license permitting operation of a service every other day between Casa- 
blanca and Marrakech. He agreed to buy if it were amended to permit daily 
operation. This was done, and he paid 12 million franes for the license. When 
he began operation the license was declared invalid for daily operation by the 
very officials who had certified the transferable document perm'tting daily opera- 
tion. Almost 2 years of consular protests were fruitless. F nally he sold the 
license for about 4% million franes. The purchaser was French and a month 
later he was operating a daily service. Our consul general told me that ‘‘The 
case is so flagrant that I protested vigorously without waiting for instructions.” 
That was last April. Nothing has happened. 

Another example: With great runs of sardines off her shores and with large 
olive plantations, Morocco is a logical producer and exporter of sardines in olive 
oil. <A thriving industry was established. But this industry has less influence 
than the well-entrenched oil cartel. The result is that the latter, totally pro- 
tected from outside competition, maintains prices which have almost closed the 
sardine plants. 

Here is a January 1953 article by the Christian Science Monitor’s Mediter- 
ranean news chief, Edmund Stevens, a Pulitzer-prize winner, entitled ‘‘Moroccans 
Brand French Cartels Exploiters of North African Eeonomy.” Mr. Stevens 
states: ‘The French ignored The Hague Court decision much as they recently 
snubbed the United Nations.’’ He tells how an American had his dollars refused 
in payment for Moroccan minerals, which are sold at lower prices for francs to a 
French cartel. He did not state—probably did not know—that the cartel sold tens 
of millions of dollars’ worth of the same minerals for soft currencies to Poland, 
Czechoslovakia, and Hungary. He tells of an American manganese-mine operator 
who was refused permission to sell his product to an American buyer—had to 
i pass through a French cartel which scalped a 25 percent profit. He ends the 

economic exposé in his article with the statement: “Space permitting, far more 
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evidence could be cited to document how Morocco is being converted into an 
exclusive French economic preserve.” 

This article is a timely, documented exposé of the situation. I should appre- 
ciate it if you would insert the pertinent excerpts in your record at the end of my 
testimony as “Exhibit III.’ (This appears on p. 450.) 

Here is an article which appeared in a leading Moroecan French weekly on July 
4, 1953, in which the author boasts how the French have bamboozled us in nullify- 
ing The Hague verdict. The article concludes with the comment: 

“What conclusion should be drawn from this plummeting of United States sales 
to Morocco? Is it fortuitous or was it brought about by The Hague Court’s 
verdict of August 27, 1952. 

“If the latter is the case, one might conclude that the negotiators thrust a 
sword into the water and conclude with the title from Shakespeare, ‘Much Ado 
About Nothing’.” 

The article gives details of the methods by which France evaded the Court 
verdict—by restricting the use of funds derived from the sale of imported goods, 
instead of restricting the imports themselves. It gives official statisties showing 
that United States sales to Moroceo have plummeted almost 50 percent, and 
boasts that as for France, against whom the verdict was particularly aimed, 
“she seems not to have suffered.’’ (It does not show that dollar-paid imports 
from other countries almost doubled.) It shows how the value of our automotive 
sales is being driven down to where it now is less than one-fifth of France’s and only 
5 percent above England’s. A digest and partial translation of this article appears 
as exhibit VI after this statement on page 461. 

In 1949 the national executive committee of the American Legion adopted a 
resolution which required treaty compliance by the Moroccan Protectorate 
Government and adjustment of claims arising from violations. The Legion gave 
material aid in bringing to Congress the facts which resulted in the Moroccan 
legislation in 1950. 

On May 4, 1953, the Morocco post adopted 2 resolutions, 1 maintaining the 
sanctity of treaties and 1 asking that France be required to reestablish economic 
liberty in Moroeco in accordance with treaty terms reaflirmed by the Hague 
Court. These are now under consideration for presentation at the national 
convention opening next month. The Moroeco post has submitted to national 
headquarters its memorandum unanimuosly approved on July 6, 1953, containing 
specific recommendations which in its opinion conform with the text of the Hague 
Court verdict. I should appreciate vour placing the resolutions and excerpts 
from the memorandum (marked “Exhibit 1V’’) in the record at the end of my 
remarks. (See p. 451.) 

On July 28, 1946, Senator Wiley described the Moroccan situation and recom- 
mended legislation (Congressional Record, p. 11491) as follows: 

“Not one tangible result- has come from all this State Department shilly- 
shallying. * * * Moroccan laws limiting American business activities still are 
in foree. Trade with every nation on earth is preferred to ours. The Moroccan 
abuses are before the Senate for the fourth time. The State Department is no 
longer claiming that it willend them. Instead it is now trving to quibble * * *, 
It has stated in its memorandum of July 11 that ‘it is understood steps are being 
taken to create a more favorable atmosphere * * *.’ Just how much further 
does it wish to go in our pursuit of a favorable atmosphere? J do nol believe that 
our relations abroad were ever improved by a policy of wakness, which only makes 
us ridiculous.”’ I think this farce has continued long enough and hope that the 
amendment reported by the Appropriations Committee will be adopted.’ [Italics 
added.) 

(The amendment became law, but this decision of the Congress was set aside 
by the State Department.) 

This is just as true now as it was then. The Department admits that the 
Court found that France has no privileged economic position in Morocco; that 
the United States is entitled to be treated equally with France in all economic 
matters in Morocco and that France and Morocco must preserve “economic 
liberty’? in Moroceo. It admits that France is maintaining a privileged position; 
that the United States is not treated equally and that the cartel and quota systems 
stifle economic liberty. Nevertheless, the only action by the Department is 
weak-kneed negotiations of the type which have permitted treaty violations for 
4 years. Unofficially, foreign service officers state that they have no means of 
making France comply with the verdict. 
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I hope that you will again give them this means by passing an amendment 
similar to those which you recommended in previous years, with modification to 
give effect to the Court’s verdict. The suggested text is: 

“Src. —. After September 1, 1953, no funds herein appropriated shall be made 
available for assistance other than direct military assistance to any nation of which 
a dependent area fails to comply with any treaty to which the United States and such 
dependent area are parties; and in any question relative to interpretation of such 
treaties on which the International Court of Justice has ruled, the decision of the 
Court shall be the determining factor.” 

(This date completes a full year that France will have had in which to apply 
the Hague Court verdict and prolongs to nearly 5 years the time in which Ameri- 
cans have been deprived of business by acts which the Court categorically branded 
as illegal.) 

Novre.—The above wording appearing in italics was included in an amend- 
ment to the General Appropriations Act of 1951 which was passed by Con- 
gress and became law, and which was nullified by State Department action 
in accepting jurisdiction of the International Court of Justice to determine 
the validity of the treaties involved 

Here is an expansion and supplementation of the remarks which I have just 
made. It also contains considerable supporting documentation. I would appre 
ciate it if this additional material (marked “Exhibit I’’) could be placed in the 
record as a continuation of my statement. I take this opportunity of thanking 
you all again most sincerely for the time, effort, and patience which you have 
given to our problems, 
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VIOLATIONS OF Unrrep States Treaties Wirn Morocco ano History or 
CONGRESSIONAL Errorts To Enp Tue 


(Statement prepared by M. R. Rodes) 
REMEDIES SOUGHT SINCE 1949 


This situation in Moroeco was first brought to the attention of the Congress 
more than 4 years ago, by American veterans who had invested savings and 
established businesses there after the war. It was debated at some length on the 
Senate floor in 1949 during ecnsideration of the foreign aid and foreign aid appro- 
priations bills (Congressional Record, April 5 and August 4-5). Legislation to 
compel treaty complianee was defeated by nine votes when the majority cf the 
Senate decided that the problem should be handled by the Department of State 

In this connection the present Secretary of State, then Senator, spoke in part 
as follows: 

“Mr. Dutuns. In this situation, as oftentimes, | am sorry to say, the Depart- 
ment of State may not have been as vigilant as it should have been to protect 
the interests of American citizens abroad. I am in entire sympathy with any- 
thing that can be done by the Congress of the United States to arouse the Depart- 
ment of State to greater vigilance in this respect.” 

He went on to say: 

“* * * in July 1946 the Senate by overwhelming vote approved adherence 
to the Court of International Justice, the statute of which is part of the Charter of 
the United Nations. In that adherence we accepted * * * and I read from the 
resolution * * * in relation to any other state accepting the :ame obligation, the 
jurisdiction of the Court of International Justice in all legal disputes hereafter 
arising concerning * * * the interpretation of a treaty. 

“TI would certainly hope that the Senate of the United States, in a very under- 
standable and perhaps legitimate effcrt to arouse the State Department to the 
duty of enforcing our treaty rights, should net usurp to this country the authority 
to be itself the judge of the facts * * *"’ (Congressional Record, August 5, 1949, 
p. 10816). 

LEGISLATION IN 1950 


A year later, when State Department negotiations with French authorities 
had failed and the Department’s reports of improved conditions in Moroeco were 
unsubstantiated, the present chairman of the Senate Foreign Relations Committee, 
placed a memorandum on the matter in the Congressional Record (July 28, 1959, 
p. 11331) and made a statement reading in part as follows: 
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““Me. Wivey. I have taken the floor on several occasions since early 1949 in 
order to protest the deplorable discrimination against American business interests 
in Morocco. 

‘In all this time we have had one long series of exchanges of correspondence and 
talks with State Department officials. Time after time we have brought to the 
attention of the Department abuses of the Morocean Treaty, by which French 
officials have deliberately favored French business interests in direction con- 
tradiction witl treaties. 

“Time after time we have been given assurances by the State Department 
that the abuses would come to an end, that legislation would not be essential, 
and time after time assurances and pious promises have been shown not to be 
worth the paper they were printed on.”’ 

As a result of the situation described by Senator Wiley, the General Appropria- 
tions Act of 1951 was amended to make compliance with our Moroccan treaties a 
condition of our economic aid to France. However, when France contended that 
our treaty position was ‘‘anachronistic’’ and that our rights should not be enforced, 
the Department of State voluntarily accepted jurisdiction of the International 
Court of Justice to determine the status of the treaties. It agreed that pending 
decision by the Court, the law would not be applied and that both the treaty 
violations and the aid to France would be continued. 

The Department attempted to justify its arrangement by stating that the 
United States was subject to the Court’s mandatory jurisdiction. This was 
denied at the time in published legal opinion and later by the United States 
attorney. It was denied in the Senate Appropriations Committee’s Report 
No. 697 to accompany H. R. 4740 in August i951, which stated, moreover, that 
“the suit regardless of its outcome will not establish the treaty compliance which 
alone would justify the ECA payments which were made during the fiscal year 
ending June 30, 1951.” 


THE VERDICT OF THE INTERNATIONAL COURT OF JUSTICE 


On August 27, 1952, the Hague Court handed down its decision, and I quote 
from the verdict. The Court stated: 

“It is common ground between the parties (France and the United States) that 
the characteristic of the status of Morocco, as resulting from the General Act of 
Algeciras of April 7, 1906, is respect for the three principles * * * namely: 
‘the sovereignty and independence of His Majesty the Sultan, the integrity of his 
domains and economic liberty without any inequality.’”’ 

Also: 

“It is not disputed by the French Government that Morocco, even under the 
protectorate, has retained its personality as a State in international law. The 
rights of France in Morocco are defined by the Protectorate Treaty of 1912. In 
economic matters France is accorded no privileged position in Morocco.” 

Also: 

“The United States can claim to be treated as favorably as France as far as economic 
matters in Morocco are concerned.”’ [Italics added.] 

The scope of the verdict is apparent in United States pleadings which show, 
with documentation from diplomatic records, that ‘freedom of commerce covered 
only trading activities * * * the principle of economic liberty guaranteed as well 
the right to engage freely in business or industrial activities’ (p. 28 U. 8. Counter- 
Memorial). [Italics added.] 


AMERICAN AND FRENCH OFFICIAL REACTION TO THE VERDICT 


The United States, having accepted the Court’s jurisdiction, applied from the 
date of the verdict certain aspects of the decision which favored France. Much 
French opinion, as reported in the press, anticipated similar application of rulings 
favoring the United States. The Casablanca ‘“‘Vigie Marocaine” of September 9, 
1952, quoted Professor Gros, legal adviser of the Quai d’Orsay, who pleaded the 
French case, as saying that “‘a quota system would be contrary to the spirit of 
the decision of The Hague because it could be considered discriminatory and 
restrictive of economic liberty” and that “it would be the same of certain taxes 
and concessions—on sugar for instance—which could be considered as measures 
of disguised protectionism.” 

Five months later, however, French Protectorate officials told officers of the 
American Chamber of Commerce of Morocco at a formal meeting that: ‘It takes 
a preposterous audacity to come here with claims based on the Act of Algeciras, 
which would have been declared void had it not been for the decision of a bunch 
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of (here they used an obscene French expression] who sat as judges at the Hague 
Court.’’ (Quoted from signed report of meeting.) 


FRENCH “‘COMPLIANCE”’ WITH THE VERDICT 

French regulations ‘‘to implement the Court decision’’ were finally announced 
on October 3, 1952, and became effective October 10. They removed most 
import licensing requirements but tightened the exchange controls which the 
United States attorney had described as ‘‘a screen behind which the Protectorate 
authorities can prohibit imports on a unilateral and arbitrary basis by saying that 
they are merely dealing with the internal problem of finance * * *’’ (p. 29, 
Oral Pleadings). 

Specific new regulations involving special taxes, concessions, discriminatory 
controls on the letting of contracts and other protectionist measures have since 
been applied, measures condemned by the French legal adviser, Professor Gros, 
and described by the United States attorney as “the process by which Protectorate 
authorities pick and choose between transactions, all of which, under the argu- 
ment advanced by the French Government, involve illegality under the exchange 
control regulations’? (p. 29, Oral Pleadings). Cartels and monopolies still flourish, 


SPECIFIC INEQUITIBS RESULTING FROM ILLEGAL REGULATIONS 


Instances of the way the present regime works out in practice were cited by Mr. 
Edmund Stevens, chief of the Mediterranean News Bureau of the Christian 
Science Monitor in a dispatch from Casablanca on January 9, 1953. Mr. Stevens 
said: 

“An American businessman in Morocco, for example, is subject now to French 
currency restrictions. He no longer can convert his receipts into dollars to 
replenish his stocks or send home his profits. 

“The International Court of Justice ruled this illegal discrimination, violating 
the Algeciras Treaty. The French ignored the Hague Court decision much as 
they recently snubbed the United Nations. Pegging the Moroccan currency also 
acted as a deterrent to investors other than French for the same reason that 
profits could no longer be converted. 

“One of the most tightly controlled operations is phosphate mining. As the 
mines are nationalized, revenues therefrom presumably go to the Sherifian Govern- 
ment. But the entire output is sold to one French cartel at a fixed price below 
the world market price. 

“When an American buyer tried to make a cash purchase of a large amount of 
phosphate direct from the Moroccan phosphate administration for dollars, at a 
price well within the world market range, he was turned down. * * * 

“In like manner an American with a manganese mine concession wished to 
sell his output to an American buyer for $37 a ton for direct shipment to the 
United States. He was denied an export license for the transaction and compelled 
instead to sell at this same price to the French cartel. Thereupon the cartel 
sold the ore to the same American buyer at $47 a ton.” 

Manipulation of the sugar market likewise benefits France to the detriment of 
Moroccan economy. To permit Czechoslovakian and French sugar to compete in 
Morocco, sellers receive premiums which are paid from the so-called ‘‘equaliza- 
tion taxes’? imposed on Cuban and Moroccan-refined sugar. Hungary has been 
permitted to resell Cuban sugar to Morocco at a profit in order to settle at a 
discount her debit balance under a bilateral trade agreement with France. As a 
result, the population of French Morocco is compelled to pay about 50 percent 
more for sugar than is paid in the International Zone. This, together with the 
similarly protected excessive profits of the olive oil cartel, cause unjustified 
increases in the cost of living which are resented by every Moroccan, to whom 
sugar and oil are among the most essential commodities. 


UNITED STATES DEFENSE AGENCIES PROVIDE EXCESSIVE PROFITS TO FRENCH 
CARTELS 


The Moroccan Government has just decided to sell premium dollars at 350 
francs to firms who furnish supplies or services to our bases. Only contracts for 
more than a million francs give this privilege. Since a French commission must 
approve such contracts, the new ruling provides an extra profit to persons so 
favored and excludes firms who have only American approval. This arrangement 
gives a good portion of the difference between the real and the official value of our 
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dollars to private firms—mostly French—while keeping our Government cost of 
francs 20 percent above what it should be. This windfall is retroactive to January 
1953. 

INFORMED FRENCH OPINION CONDEMNS CURRENT PRACTICES 


Honest and informed French opinion recognizes and condemns this situation. 
On May 27, 1953, M. Paul Reynaud told the French Chamber that combines and 
administrations have become masters of Tunisia and Morocco ‘because we have 
let these two feudalisms usurp the sovereignty of the people.” 

The Moroccan economic weekly KF xchanges, issue of February 1, 1953, dis- 
cussing ‘problems raised by the protection of Moroecean industry,” states: ‘The 
abuse of protectionism, condemned by the econcmists of the entire world—except 
the totalitarian countries * * * leads disastrousiv to increases in the cost of 
living, retards the movement of economic expansion and stops the development 
of exportation.” 

The Moroccan economic daily, ‘Stocks and Markets,” issue of June 7, 1953, 
features an article setting forth ‘The Point of View of the Bank of France’ which 
states ‘‘It must be remembered that our economy suffers from paralysis, and that 
is largely because our prices are at least 30 percent higher than those of other 
countries.’ Analyzing the reasons for inflated prices the article condemns 
“organizations which try to defend the privileges acquired through the regimented 
economy of wartime,’’ noting that the alcohol cartel costs the government, 20 
billion frances a year and that ‘‘this is only one of many examples to be found in 
our anarchistic system.” 

This same system is being foisted on Morocco to replace the treaty-guaranteed 
orinciple of economic liberty. In January 1949, Marshal Alphonse Juin, then 
Resident General, restating his belief in economic liberty as ‘‘necessary’”’ to Mo- 
roceo, told the French Section of the Council of Government: ‘The birth certificate 
of modern Morocco [Act of Algeciras] established this solemn principle.” 


NO LEGAL BASIS FOR PRESENT ECONOMIC REGIME 


It is obvious that there is not and never has been any legal basis for this French 
Morocean economic regime, that it violates our treaties, has disregarded a law 
enacted by our Congress and is now maintained with open contempt, as expressed 
by French colonial officials, for the decision of the International Court of Justice 
which both France and the United States are committed to respect. 

It is equally apparent that the illegal regulations and administrative practices 
have damaged United States trade; deprived our citizens of the right to participate 
in commerce, industry, and business activities in Morocco; added millions of 
dollars to the cost of our defense projects; and in addition have exploited Moroccan 
resources and the Moroccan people for the advantage of French profiteers. 


STATE DEPARTMENT “EXPLAINS” ITS SUPPORT OF FRENCH POSITION 


, 


Since the Department has failed in “vigilance,” as the present Secretary ex- 
pressed it, and has failed to carry out its ‘assurances and pious promises,” as 
Senator Wiley charged; if it consented in 1950 to pay to France millions of dollars 
to which France was not entitled under existing law, while awaiting a Court action 
which it had not been committed to accept; if it has taken no positive measures 
to enforce the Court’s decision handed down nearly a year ago, the Department 
obviously must state some reason for this course of action. 

In 1950, while opposing Moroccan legislation, the State Department and ECA 
claimed in a joint statement: 

“Tf the French Government is compelled to remove these import and currency 
controls, this action would greatly weaken the recently achieved financial sta- 
bilitv of the frane and would adversely affect the French dollar position. The 
absence of import controls against dollar purchases in Morocco would make it 
very difficult for France to utilize effectively its dollar resources in Morocco. * * *” 

The United States attorney, however, told The Hague Court: 

“The French Government states that the decree of December 30, 1948, was 
intended to remedy this [scarce exchange’’] situation. Why is it then that 
while the United States trade position has declined considerably after the promul- 
gation of this decree, the dollar zone as a whole continues to furnish a high per- 
centage of Morocco’s imports. * * * Why does the dollar gap continue to widen 
if the purpose of the decree of December 30, 1948, was to cut it off. My learned 
opponent has already stated that the deficit of Morocco with the dollar zone was 
nearly 23 billion frances for the fiscal year 1950-51 of which 11,710 million [about 
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$34 million] was covered by free-market imports. This is a far greater deficit 
than that which existed in 1948, the year of free imports. * * * Yet this greater 
dollar gap continues to be covered without any perceptible damage to the franc 
* * *” (py. 24, Oral Pleadings). 

In April of this year, the State Department informed a Member of Congress: 

‘There is a large and continuing shortage of dollar exchange in both France and 
Morocco and this Government continues to recognize the French position that it 
is necessary to control dollar expenditures in Morocco for the same reason that it 
is necessary to control similar expenditures in metropolitan France” (letter April 
21, 1953, from Assistant Secretary Morton to Representative John M. Vorys). 

Official statistics covering the period following application of the new decree on 
October 10, 1952, follow a similar pattern to those of the period after the 1948 
decree as described by the United States attorney. 

During the first 6 months after enforcement of the new decree, Morocco’s total 
dollar inports showed little change, falling slightly as to value and rising slightly 
as to percentage of Morocco’s total imports. However, dollar purchases from 
countries other than the United States rose 120 percent in value while purchases 
from the United States fell 44 percent. During the first quarter of 1953, imports 
from the United States dropped 55 percent below their value of the corresponding 

veriod last year, to their lowest postwar level both in value and in percentage of 
Moroeco’s total trade. Dollar-paid imports from other countries rose 66 percent 
to a greater value than those from the United States 

A State Department memorandum of July 11, 1950, stated: 

“The bilateral agreement concluded pursuant to the mandate of Congress in the 
Economic Cooperation Act of 1948 requires France to stabilize her currency and 
take all appropriate measures to restore and maintain confidence in her monetary 
system. Controls on the importation of goods from dollar and other hard currency 
sources are considered a keystone of these measures.’ 

The United States attorney denied to The Hague Court that the ECA agreement 
“conferred upon Morocco either the right or the obligation to control its exchange”’ 
(p. 82, Counter-Memorial). He stated further that while France has ‘‘a general 
obligation to maintain finances in sound condition * * * exchange control is not 
the only method” and that ‘a plurality of methods is available’ (p. 87, United 
States Counter-Memorial). ‘The French financial position would have been im- 
proved by the ending of the Indochina dollar scandal and by elimination of the 
free gold markets in Paris and Casablanca. 

A recent issue of Match magazine in Paris states that gold reserves in the Bank 
of France have risen more than 2,500 metrie tons over 1938 holdings. This 
increase represents a value of approximately $3 billion. 

U. S. News & World Keport in its issue of June 26, 1953, states 

“Frenchmen with spare money send it abroad or hoard it at home in the form 
of gold or objects of art such as tapestries and paintings. With no confidence 
in the france, Frenchmen prefer to protect their capital against inflation rather 
than to seek a normal return on it.” 

This statement is quoted from editorial comment on a recent ‘‘report of experts, 
appointed by the French Parliament.’’ The editorial concerns conditions referred 
to by the United States attorney when he told the court that the French Gov- 
ernment asked for the right to “impose upon the Moroccan financial system the 
vicissitudes which affect its own in order to become entitled thereby to disregard 
restraining treaty obligations.” 


“EXCHANCE CONTROL” CLAIMS NOT JUSTIFIED 


Throughout its continual reiteration of its “exchange control’? and ‘‘dollar 
shortage’ claims, the Department has ignored, as now, the official statistics 
which refute them. These claims were repeatedly refuted by the United States 
attorney in the Hague Court, and they are so much at variance with the facts, 
as known to the business community in Casablanca, that local Department 
officials in Morocco would scarcely make such claims. Americans in Casablanca 
remember that when controls of imports and of dollar exchange for commercial 
transactions were waived in 1948, the Moroccan dollar commercial deficit and 
general commercial deficit were lower than during ary year since, and they 
know that free economy and competition could reduce dollar imports and increase 
exports now as they did in that vear. They realize that large private invest- 
ments would be made in Morocco by Americans, if the investors were assured of 
freedom and safeguards and were not told by the Moroccan Finance Director, 
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as quoted in a local paper of January 28, 1953, that “in certain fields * * * 
France insists upon keeping control.” 

If the controls were not applied to other zones of Morocco and were applied 
uniformly to all nations, France included, thus retaining Morocco’s “personality 
as a State,’’ they could be challenged only as a violation of ‘economic liberty.’ 
However, as now practiced they do not apply to France, thereby becoming dis- 
criminatory, and the Court specifically held that “discrimination cannot be justi- 
fied by considerations relating to exchange control.” 

Moreover, exchange controls have no relation whatever to many treaty viola- 
tions which cause loss and damage to American businesses and businessmen in 
Casablanea. The United States attorney told the Court that such violations 
included: “the imposition of restrictions abridging the right of Americans * * * 
to hold real property and to open or carry out commercial or business enterprises 
in Morocco, the use of administrative pressure * * * to harass American busi- 
ness, and the establishment in most fields of monopolies controlled by French 


interests to the detriment of other foreign nations’’ (p. 53, United States Counter- 
Memorial). 






STATE DEPARTMENT STILL ADMITS THAT SOME “GRIEVANCES SHOULD BE REMEDIED’ 


The State Department has never even attempted to defend most of these abuses 
On the contrary, to quote a letter of July 29, 1949, from Assistant Secretary Ernest 
Gross to Senator Saltonstall: ‘“The Department has repeatedly recognized that 
American businessmen have specific legitimate grievances in French Morocco that 
should be remedied, and these grievances have been discussed with the French 
Protectorate authorities. * * *’’ This recognition of “specific legitimate griev- 
ances”’ has continued through the years, and likewise the discussion, which were 
revived by the State Department note of January 12, 1953, already mentioned, 
requesting “early discussions * * * for the purpose of reaching a mutually 
satisfactory solution of this problem.” 

The grievances have multiplied, however, and concerning the discussions, 
Protectorate officials told officers of the American Chamber of Commerce of 
Morocco at a formal meeting at Rabat on January 13, 1953, that: ‘‘These discus- 
sions will take a long time and we presume that you, American businessmen, are 
less able to wait than the French Government.” (Quoted from signed report of 
meeting.) That was 7 months ago. 

The Casablanca Maroc-Presse, on January 28, 1953, quoted “reliable sources”’ 
as saying that the State Department’s note called for “a note of clarificacion 


(eclaircissemente) from the French Government, but without any need to engage 
in negotiations on the subject.” 





STATE DEPARTMENT SUGGESTS THAT THERE 





MAY BE NO REMEDY 


State Department representatives seldom tell us, in Casablanca, that exchange 
control regulations are helping Morocco’s dollar position or supporting a stable 
exchange, or that there is any sound economic advantage derived from them. 
They seldom mention ‘discussions’ or hold out hope of an improvement in our 
situation. They more often claim simply that the United States has no means of 
forcing France to take any action to which France objects. That statement was 
interpreted for me by a Department official here in Washington to mean that 
any demand for application of the Court decision, in Moroeco, would cost the 
United States all further assistance and cooperation from France in seeking our 
mutual objectives, 

Such a view expressed by United States representatives is naturally reflected 
in local French opinion, and in French Moroccan official action, which is becoming 
increasingly arbitrary and confident. It colors much of the local press comment 
on French-American relations. On March 26, 1953, the Paris edition of the New 
Yerk Herald Tribune commented that “French newspapers used the start of the 
critically important French-American aid negotiations in Washington yesterday 
to agree whcleheartedly with almost all the: American critics of French practices, 
but to add that there seemed scant hope for an improvement.” [Italic added| 

If the Department’s considered opinion is as stated above, we believe this 
opinion should be frankly expressed in Washington as it is in Casablanca; to 

vongress and to the American people, as it is to American businessmen whose 
interests are at stake. We believe that Congress should be informed of the 
facts, as shown by official statistics and by the pleadings of the United States 
attorney, in this situation, and permitted to make decisions based on the facts. 
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Those of us who lived in Morocco when the verdict was rendered know that 
its prompt and honest enforcement was fully expected by everyone, even the 
officials. Full enforcement still is wanted by the vast majority of Frenchmen 
and by all Moroccans. The State Department’s failure to insist upon it has hurt 
United States prestige, and the only ones to benefit are the same colonial officials 
and profiteers who created the Moroccan problem with the active cooperation 
and support of the Department under the previous administration. 





Exursit II 
CasaBLANCA, May 22, 1953. 

Maj. William R. Simone, president of the American Chamber of Commerce in 
Morocco, and Mr. Robert E. Rodes, commander, Morocco Post, American 
Legion, called on Consul-General George B. LaMont at 10 a. m. on May 22, 1953, 
to discuss the interpretation which is apparently being placed by the Department 
of State on a letter from Major Simone to the consulate general concerning 
Mr. Rodes, which figures in the following paragraph of a letter from the Depart- 
ment to a Member of Corigress: 

“Information from our consulate general at Casablanca indicates that the 
majority of the American businessmen are in agreement with the procedure 
which is being followed on this problem and do not support the more extreme 
measures advocated by Mr. Rodes. In this connection, I enclose a copy of a 
letter dated March 2, 1953, addressed to the American consulate general at 
Casablanca by the president of the American Chamber of Commerce in Morocco. 
You will note from this letter that by unanimous vote, the chamber decided not 
to sponsor Mr. Rodes’ proposed trip to the United States to present this problem 
to Congress.” 

The two callers stated that the policy and objectives of both the chamber and 
the Legion post are set forth in the chamber’s circular of October 24, 1952, entitled 
“United States Trade and Finance are Entitled To Be Treated Identically With 
Those of France in the French Zone of Morocco.’”’ They assured Mr. LaMont 
that opinions of the two organizations and their executives differ only as to 
methods which will achieve these objectives. 

Major Simone stated that he is confident that the present Departinent of State 
will obtain them of its own initiative. 

Mr. Rodes stated that in his opinion, there is evidence that personnel on the 
Department’s intermediate policymaking levels still support regimentation 
against free economy, seek to alter treaties by executive acts and are more con- 
cerned in appeasing their foreign opposites than in defending the American interests 
entrusted to them. He believes that without intervention by higher authority 
results in Morocco will be no better than under the previous administration, 
until the very gratifying changes begun in the Department reach these echelons. 

Major Simone stated that, as his letter shows, the vote mentioned by the 
Department as ‘‘the unanimous vote of the chamber’’ was a vote of the board of 
directors. 

Major Simone informed Mr. LaMont that an erroneous impression might be 
created by transmission of the chamnber’s letter without a statement of prior 
relations between the chamber and Mr. Rodes, which are summarized as follows: 

Karly in November 1952 the chamber’s vice president suggested to Mr. Rodes 
that he carry out a campaign in Washington. His [Rodes’] estimate of maximum 
fund requirements was presented to the board and approved and he was informed 
that the chamber would supply them. He informed Major Simone that it would 
be satisfactory if the chamber supplied half the amount, and more equitable 
since nonmembers would benefit and should contribute. The board agreed to 
this and fixed a date for payment. The chamber asked and Mr. Rodes agreed 
to payment in two installments and to postponement of the date for the first 
payment. 

Meanwhile, French officials threatened reprisals, two French directors resigned 
and it became apparent that the French members could not be counted on to 
contribute to the campaign, thus placing a heavy burden on the American 
members. 

Coupled with this was the fact that it seemed to Major Simone and his asso- 
ciates that the new administration might obtain by diplomacy the results en- 
visaged by the proposed campaign. The chamber’s directors decided to abandon 
the plan and so informed Mr. Rodes. 

The meeting which resulted in the letter of March 2, 1953, from Major Simone, 
was called at the request of a director who wished the chamber to resume its 
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plan. He was prompted to do this by nonchamber members who had agreed to 
supply a part of the funds when the chamber had made its similar agreement 
and who did not wish to see the project abandoned. 

Mr. Rodes requested Mr. LaMont to ask the Department to forward the 
foregoing facts to all persons who might have received from the Department 
Major Simone’s letter of March 2, and to accompany future copies of the letter 
or statements about it with copies of the same report 

(After oral presentation of these facts Messrs. Simone and Rodes agreed that 
the foregoing memorandum summarizes them accurately and copies of it were 
distributed.) 





Exuisir I1I—Excerpts From Sreven’s ARTICLE 
[The Christian Science Monitor, Boston, Friday, January 9, 1953] 


Moroccans Branp Frencu Carvers Expiorrers or Norrn AFRICAN 
Economy 


Mr. Stevens recently completed a tour of French North Africa to seek 
the facts behind the news from that troubled area. The following is one 
of several articles he has prepared analyzing the situation there. 


By Edmund Stevens, chief of the Mediterranean News Bureau of the Christian 
Science Monitor 


CASABLANCA, Morocco 
EXPLOITATION CHARGED 


Thriving modern cities have sprung up, such as Casablanca, Port Lyautey, and 
Agadir. The area of cultivation has steadily if slowly increased and trees have 
been planted. Electric-power stations have been built, industries started, mining 
developed. 

Besides phosphates, of which Morocco is one of the world’s most importan 
sources with an annual output of 4 million tons, the country produces mountin 
quantities of lead, zinc, manganese, cobalt, and wolfram. Uranium is present in 
Moroccan phosphates and other ores. 

While acknowledging these [French] achievements, Moroccan nationalists com- 
plain that whereas under Marshal Lyautey Moroccan interests came first and the 
country derived full benefits from the development of its resources, under Marshal 
Lyautey’s successors and especially since World War II, as the French colony has 
grown in population and influence, more and more this wealth has been diverted 
to French enrichment to detriment of native Moroccans. 


PEGGCED TO FRENCH FRANC 


Their contention is that, along with a trend toward increasing the political 
power of French colonists in the economic sphere, the protectorate system has 
been superseded by a system of colonial exploitation. 

Moroccans charge that while French colonists enjoy living standards above 
the average in metropolitan France, there has been no comparable improve- 
ment in the lot of the natives. Real estate in modern towns is French owned, 
as are mining companies. Foreign trade is almost entirely in French hands, as 
are various infant industries. In agriculture, in which the vast majority of 
Moroceans are engaged, the French own one-tenth of the total arable land, 
including much of the most fertile portion. 

\ major milestone in this evolution toward colonial exploitation, it is con- 
tended, was the pegging of the Moioecan frane to the French frane. Since 
then all foreign currency earned by Moroccan exports goes to France, while 
Morocco receives in exchange either French goods or goods of foreign origin 
which France wishes to reexport. One consequence of this has been virtually to 
drive non-French importers out of business and goods other than French off the 
market, giving French merchants a complete monopoly of Moroccan foreign trade. 
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PHOSPHATE TIGHTLY HELD 


An American businessman in Morocco, for example, is subject now to French 
currency restrictions. He no longer can convert his receipts into dollars to 
replenish his stocks or send home his profits. 

The International Court recently ruled this illegal discrimination, violating the 
Algeciras Treaty. The French ignored The Hague Court decision much as they 
recently snubbed the United Nations. Pegging the Moroccan currency also 
acted as a deterrent to investors other than French for the same reason that 
profits could no longer be converted. 

One of the most tightly controlled operations is phosphate mining. As the 
mines are nationalized, revenues therefrom presumably go to the Sherifian gov- 
ernment. But the entire output is sold to one French cartel at a fixed price below 
the world market price. 

When an American buyer tried to make a cash purchase of a large amount of 
phosphate direct from the Moroccan phosphate administration for collars, at a 
price well within the world market range, he was turned down. 

American businessmen say they are convinced the difference between the 
world price and the price paid to the Sherifian government is pocketed by French 
interests, including the Banque de Paris et Pays Bas, as a return on capital 
advanced in the finance of phosphate mining. This bank has many fingers in 
the Moroccan pie. 

$10 A TON PROFIT 


In like manner an American with a manganese mine concession wished to sell 
his output to an American buyer for $37 a ton for direct shipment to the United 
States. He was denied an export license for the transaction and compelled instead 
to sell at this same price to the French cartel. Thereupon the cartel sold the ore 

o the same American buyer at $47 a ton. 

Applying the same method in reverse, sugar, a major import item, is purchased 
entirely from the French sugar cartel at a price well above the world market price. 
Consequently, consumers—which on this item include the whole population—pay 
a retail price of 50 percent higher than in the nearby international zone of 
Tangier—despite the fact that the Algeciras Treaty stipulates that customs duties 
shall not exeeed 10 percent ad valorem 

Space permitting, far more evidence could be cited to document how Morocco 
is being converted into an exclusive French economic preserve. 





Exarsir IV 


Morocco Post No, 1, AMerican Learon, 
Casablanca, Morocco, July 6, 1958. 
Mr. Georce D. LaMont, 
United States Consul-General, 
Casablanca. 


Dear Mr. LaMon’: As a result of our conversation and of those which you 
and Mr. Bovey had with the post adjutant, the post has prepared a memorandum 
stating the principles which, in our opinion, should guide United States decisions 
and action regarding Morocco. It also lists in some detail certain tangible and 
intangible improvements in our situations, individual and collective, which we 
request and which would result from adherence to these principles. 

The requested improvements might be summarized as follows: 

1. Have competent jurists determine the rights and obligations of each party 
on the basis that treaty terms, unless specifically superseded or modified by a 
ruling of the International Court, remain in full force as they were ratified; 

2. Require that each of the nations and its citizens perform all the obligations 
to which they are committed, obtain all the rights to which thev are entitled, and 
relinquish all advantages and privileges to which they are not entitled; 

3. Use every possible legal means to enforce ‘2.”” If the “lean over backwards”’ 
element objects to “unilateral” action it should be reminded that the International 
Court found that unilateral actions practiced by France for years are illegal, that 
France received hundreds of millions of dollars from the United States which 
such actions should have barred her from receiving, and that even after the Court 
ruled against her she proceeded to further unilateral action which is contrary to 
the verdict; 
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4. Publish a clear, simple, reasonably detailed statement of policy which 
should conform with and implement United States—-Moroccan treaties, just as 
administrative orders of other Government agencies implement the laws under 
which they operate; 

5. Revise the status of our armed services and their personnel so that their 
foreign-currency operations are on the same basis as those of the Department 
of State and so that, in all other respects, they fare as well as did United States 
World War II forces here; 

6. Give Congress and the public full, unbiased facts which will permit them to 
judge, according to their own precepts, the decisions, actions, and results of our 
diplomacy; 

7. Act to show up, not cover up, the weakness, the aversion to free economy, 
the deception, and the disregard of law which characterized the Acheson regime’s 
handling of the Moroccan affair; 

8. Get back to 1947 standards in defending American interests and in selecting 
officers with the experience, desire, and aggressiveness necessary for the successful 
protection and advancement of these interests; 

9. Set up a chain of command which unequivocally fixes the ‘‘who”’ and ‘‘where’”’ 
of responsibility and authority and which respects Morocco’s treaty status; 

10. In short, we request concrete evidence that the changes which the American 
Legion and millions of other Americans asked for last fall will be wholeheartedly 
applied on the intermediate policymaking levels and on the working levels of 
the department dealing with Moroccan affairs. 

I would like to make it clear that, as you were assigned at the time when The 
Hague was rendering its verdict, you cannot be identified with the vears of mis- 
handling of this matter. We sympathize with your problems arising from the 
personal situation of your immediate superior and from the intensified French 
drive against our rights which invariably follows anv change we make whether 
on the local, envoy, Cabinet, or Presidential level. We appreciate your interest 
in our views. 

We realize that our recommendations cannot be effected without discussions 
by persons unfamiliar with the events and the reasoning which, in our estimation, 
justify them. Background and justificative argument have, therefore, been 
included in the memorandum. This has been duplicated and we would appre- 
ciate its inclusion in the files of anyone who is asked to consider our recommenda- 
tions. We should, of course, be glad to discuss the recommendations and to 
supply any further information desired. 

Some of the requests involve more discussion and higher authority than others 
and holdovers of the former regime may contend that others are in effect. We 
would appreciate it if we could have preliminary or interim comments as ideas 
are formulated or decisions’reached on the various numbered paragraphs, without 
waiting to pass on the whole memorandum. This would establish areas of agree- 
ment and disagreement, and for further consideration. It would be understood, 
of course, that the Department’s acceptance of a recommendation does not neces- 
sarily imply its concurrence in statements by which the recommendation is 
supported. 

Yours sincerely, 
Rosert Emmet Ropes, 
Commander, Morocco Post No. f. 


Morocco Post No. 1, AmMertcan Lecion MEMORANDUM 
(Unanimously approved at monthly meeting, July 6, 1953) 
I. INTRODUCTION 


This memorandum is to comply with a request by the United States consul 
general at Casablanca that members of this post give their views as to what the 
United States should obtain for them in Morocco. It is a collaboration of a 
representative committee consisting of the commander and 10 members enraged 
in professional, manufacturing, commercial, transportation, or United States 
Defense activities. It is believed that the views expressed in this memorandum 
are a fair cross section of informed American opinion here as well as that of our 
membership, for which the committee is authorized to speak. 
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II, PREVIOUS STATEMENTS OF POLICY 


We fully support the foreign policy adopted by the American Legion at the 
1952 national convention ard the national executive committee’s resolution No. 
62 of November 5, 1949, asking that Morocco be required to comply with her 
treaties with the United States. 

We reaffirm our own policies contained in a resolution dated May 27, 1952, 
against unsatisfactory treatment of United States organizations and personnel in 
Morocco and in two resolutions dated May 4, 1953—one against treaty alterations 
without renegotiation and Senate ratification and the other urging full compliance 
by Morocco and France with their treaties with the United States. Our policies 
formulated in collaboration with the American Chamber of Commerce of Morocco 
also are confirmed. They are set forth in a joint telegram sent to the United 
States Senate on October 8, 1952, and in the chamber’s circular dated October 
24, 1952. 

Ill, PRINCIPLES 


Axiomatically, definite principles should characterize United States foreign- 
policy decisions and actions. Based on the Legion’s national foreign policy and on 
our own observations, these principles should be consistency, integrity, legality, 
courage, determination, frankness, and commonsense. We believe that our 
diplomacy should energetically protect our legitimate interests and that its 
decisions should be in harmony with our American fundamental political, social, 
and economic creeds. If the end result of any proposal will advance a way of life 
or &@ program contrary to our beliefs or our tangible interests, its maker should be 
required to prove its necessity beyond all reasonable doubt. 

The United States should serupulously respect international law and should 
insist on such respect by all who in the eyes of the world are identified with us. 
In our opinion failure to do this is just as grave as toleration of domestic 
lawlessness. 

We believe that not only the decline of our own position here but the serious 
internal conditions in Morocco are attributable in a large measure to the Depart- 
ment of State’s failure to adhere to these principles. 


Iv. “THE MOROCCAN PROBLEM” 


We believe that this has been willfully distorted to make it seem complicated. 
In reality it is simple. Morocco’s own status and her relationship with world 
——s are clearly stated in treaties. In the “Act (treaty) of Algeciras’’ (1906) the 

Inited States, France, Britain, and others recognized Morocco’s independence 
and territorial integrity. They agreed with Morocco that all would enjoy 
economic liberty and equality in Morocco. Conversely this assured Morocco’s 
right to buy, sell, and obtain capital in strict world competition. 

In the 1912 ‘‘Treaty of Fez’’ France and the Moroccan Sultan agreed to a 
protectorate. France guaranteed the Sultan’s security and that of his succession 
and undertook to make reforms in Morocco. The Sultan agreed that France’s 
diplomats would represent him before foreign powers and that he would not 
conclude any foreign agreement without France’s consent. After French power 
in Morocco passed from Marshal Lyautey, France began to disregard the Act of 
Algeciras, although, obviously, the Treaty of Fez, between only two nations, 
could not alter the 13-power act. For over 30 years the United States insisted 
on this and France did not seriously dispute it. Last August, in its judgment on 
the Moroccan case, the International Court of Justice stated: 

“Tt is common ground between the parties [France and the United States] 
that the characteristic of the status of Morocco, as resulting from the General 
Act of Algeciras of April 7, 1906, is respect for the three principles * * * namely: 
‘the sovereignty and independence of His Majesty the Sultan, the integrity of 
his domains, and economic liberty without any inequality’.”’ 

The Court also stated: 

“Tt is not disputed by the French Government that Morocco, even under the 
Protectorate, has retained its personality as a State in international law. The 
rights of France in Morocco are defined by the Protectorate Treaty of 1912.” ‘[{Italic 
added. | 

The Court was not asked to consider the United Nations Charter. However 
it affects France’s status in Morocco. In adhering to it France recognized that 
the interests of the protected people “are paramount.” 
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It is clear that only treaties determine the relationships between the United 
States and Morocco and between France and Morocco. Discussions of these 
relationships should be limited to determining whether each of the three nations 
is receiving the benefits conferred on it by the treaties, is fulfilling the obliga- 
tions which it assumed under the treaties, and is refraining from taking preroga- 
tives or advantages not authorized by the treaties. 


VY THE FRANCO-AMERICAN DISPUTE 


French violations of the Act of Algeciras went from a point where the United 
States told the Court: 

“Treaty violations concerned the imposition of restrictions abridging the right 
of Americans to reside, to hold real property, and to open or carry out comme cial 
or business enterprises in Morocco, the use of administrative pressure * * * to 
harass American business, and the establishment in most fields of monopolies 
controlled by French interests to the detriment of other foreign nations. * * * 
The range and number of treaty violations at least raised a question whether thev 
did not evidence a concerted plan directed to the abrogation of the treaty rights 
of the United States in Morocco.” 

From this the viclations advanced, the Court was told, to a point. where ‘“‘The 
Protectorate authorities discarded all considerations of legality.’ 

When it became evident, after Mr. Acheson became Secretary, that the State 
Department could er would not defend American rights, a law was passed which 
Senator Saltonstall wrote Mr. Acheson ‘‘was clearly intended to give France her 
opie of making Morocco comply with our treaties or of foregcing our economic 
aid. 

Nevertheless the Department of State agreed to continue both the aid and the 
treaty violations while France sued in the Hague Court, to have the treaties 
invalidated. The Department attempted to justify its arrangement by stating 
that the United States was subject to the Court’s mandatory jurisdiction. This 
was immediately denied by this post and later denied by the United States before 
the Court. 

When the case was concluded the Court reasserted the validity of the Act of 
Algeciras, stated that France is entitled to no economic privilege in Morocco and 
that the United States has the right to be treated equally with France in all 
economic matters in Morocco. This part of the ruling was not applied. Another 
part, regarding extraterritoriality, unfavorable to the United States, was applied 
as of the date of the verdict. On January 12, 1953, the State Department gave 
the Protectorate a note asserting the opinion that the latter is not applying ‘‘the 
principle of economic liberty without any inequality established by the Act of 
Algeciras and reaffirmed by the International Court.’”’ Contents of subsequent 
notes and results of conversations have not been revealed but 10 months after the 
verdict won by the United States the situation has changed only for the worse so 
far as United States interests are concerned. 

United States products imported here during the first quarter of 1953 fell 55 
percent under the same quarter of 1952, to a postwar low. Dollar-paid imports 
from other countries rose 66 percent to a grester value than those from the United 
States. French officials have openly boasted that negotiations will take a long 
time and that they can better afford to wait than American businessmen. It 
seems that they expect to starve the American business community into relin- 
quishing rights reaffirmed by the Court. At the same time local State Department 
representatives advise us not to insist that the Act of Algeciras be enforced. 
Neither they nor the Department have, in our opinion, done anything tangible 
and to remedy the situation. : 


VI. FRANCO-AMERICAN-MOROCCAN RELATIONS 


We wish to make it perfectly clear that we have no dispute with the vast 
majority of Frenchmen either in France or in Morocco. The only beneficiaries 
of the system of regimentation in Morocco are a small group of officials and profit- 
eers, as the Department of State knows. (An outstanding Foreign Service 
officer, Hugh Grant, reported to Cordell Hull: “a persistent policy * * * partic- 
ularly to favor the interests of certain French financial groups which seek and 
to a large extend have obtained exclusive control over the basic and vital industrial 
and commercial enterprises of the Protectorate.’’) 

The Suitan of Moroeco, Marshal Juin, and Prince Charles Murat, dean and 
leader of the French colony in Morocco, all have publicly urged reestablishment 
of the Act of Algeciras. Much responsible opinion blames selfish special interests 
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for the troubled situation in north Africa. On May 27, 1953, addressing the 
French Chainber of Deputies, M. Paul Renaud charged ‘‘a decomposition of 
government” is in Tunisia and Morocco where “administration and interests 
are masters because we have let these two feudalisms usurp the sovereignty of 
the pecple.”’ 

Whatever its cause, the present situation (described as the ‘‘Moroccan crisis” 
in the local press) represents a real danger to the western cause, both directly 
and because of its repercussions on our relations with the nations of Islam and 
with former colonial peoples. 


VII, RECOMMENDATIONS 


The nature and aims of the American Legion, its national foreign policy to 
which this post is committed and the diversified interests of our membership 
necessarily make our recommendations broader in scope than those of an organ- 
ization of more limited objectives. With these considerations and the principles 
and background outlined above in mind, we recommend the following changes 
in United States policies and action in or concerning Morocco. 


A. Recommendation of general nature 


(1) A comprehensive, definite policy should be clearly stated: It should be 
of the type asked for by the Legion’s 1952 national convention—‘‘a strong, 
definite, simple, and understandable foreign policy based on the principles of 
justice and righteousness’. It should conform to the more detailed principles 
stated in paragraph ILI, above. This policy should be published so that anyone, 
whether acting in an official or a private capacity, can demand any action con- 
sistent and challenge any action inconsistent, with it. 

(2) A single, unequivocally designated authority and responsibility should 
be set up: When the Department of State was reorganized in 1949 new assistant 
secretaryships were created for each of the world’s major traditional geographical 
areas (of which Africa, the Middle East, and Asia constitute one). The positions 
were justified by claiming that each assistant was to be completely responsible 
for his area and that he would never be required to obtain concurrence from other 
Government agencies or State Department officials, in exercising his responsiblity. 
Under these assistants ‘‘an operating doctrine had to be developed that would 
encourage the decentralization of decision making.’’ We find no evidence that 
this is in effect on any echelon. Local Foreign Service officers disclaim authority 
over matters which would be under their jurisdiction if it were practiced and which 
would have been, a few years ago, handled by their predecessors. 

(3) ‘Points of action responsibility” should be designated in Morocco and in 
Washington: Under its reorganization “the Department adopted the principle 
that, on any given matter, there should be one point of action responsibility” 
and “emphasized the making of decisions at the working ievels and the referral 
upward only of those matters which specifically require higher attention.’”’ A 
clearly defined policy should make it feasible to designate Casablanca as the 
normal point of action, with referrals to Tangier or to Washington in rare cases. 

Paris has no logical or legal place in United States-Moroccan relations. We 
have our envoy to the Sultan of Morocco. He is represented before the United 
States by the French Ambassador. Our Paris Embassy is primarily concerned 
with relations with France and the Assistant Secretary to whom it reports has 
no logical concern in Moroccan problems. Paris ministry personnel necessary 
is more conversant than our Embassy personnel with Moroccan affairs. The 
converse is true in Washington. This is in addition to other obvious “home 
ground” advantages. 

Furthermore, the Treaty of Fez vests all French authority for Morocco in the 
Resident General. His duty is to execute the mandate established by the treaty. 
The duty of Paris Ministries, headed by elected representatives, is to further the 
interests of French constituents. The very act of discussing our Moroccan 
relations in Paris tactily condones infringement of Morocco’s treaty status. 

Finally, for over 4 years all Paris discussions of Moroccan problems have been 
unprofitable for the United States. A compromise agreement upon which the 
Department promised us, in March 1949, that it would insist, was abandoned 
after Paris negotiations. The arrangement to prmit continued treaty violations in 
spite of legislation intended to end them, also was made in Paris. 

(4) Determined, vigorous, experienced officers should be assigned: In our 
opinion negotiations in and concerning Moroceo since 1948 have been a series of 
defeats for the United States. We believe that defeat is habit forming. We also 
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believe that an American officer who has defended foreign treaty violations and 
has accepted foreign arguments to the point of repeating them as his own will 
find it hard to combat the same violations and refute the same arguments even 
though a tribunal has found them iilegal and specious. The ineffectiveness already 
mentioned was accompanied or immediately preceded by assignments in various 
echelons of officers who lacked both the breadth and the specialization of experience 
which always had been considered essential for their positions. A tabular com- 
parison of the records of officers’ experience, from the Assistant Secretary, through 
the Casablanca consul general, at the end of 1949 with those of officers holding 
the same or most nearly corresponding posts at the beginning of 1947, will demon- 
strate what we mean with startling clarity. We recommend that future personnel 
assignments, including the one to John Carter Vincent’s vacancy, be given to 
determined, result-getting officers who have provable, wholehearted belief in a 
competitive economic system and whose birth, family connections, and histery 
fail to raise the slightest question of possible French or Colonial leanings, and whose 
experience meets 1947 tests. 

(5) Foreign Service officers should maintain a vigorous offensive in favor of 
Americans’ interests—with tangible results the objective: There was a time here 
when an American bringing a dispute with foreign officials to his consulate had 
assurance of full, two-fisted support. He was considered to be right unless proved 
wrong beyond possible doubt. His opponents had to think up their arguments. 
The consul only thought of rebuttals, driving home points suggested by the citizen 
and others of his own. A case was not considered handled until the American 
received satisfaction. Notes were infrequent. When they were used followups 
were prompt and forceful. Terms like ‘‘obviously discriminatory,” “not for the 
Protectorate to say,” “idle to contend,” “irrelevant,” ‘must insist’? were used. 
Many cases were settled by telephone, the consul telling some high official pre- 
cisely and emphatically what he expected. If this was not successful he might 
ask, “Give me a few days to get in and pound so-and-so’s desk.” That usually 
brought results. We would like to see this type of action resumed. 

(6) The Department of State should be frank with Congress and the public: 
The Acheson regime’s decisions and actions involving Morocco proved inaccepta- 
ble to most Americans who knew the facts. Consequently the Btate Department 
used arguments shown by its own records to be specious, cited French claims as 
justification for its decisions when its own officers’ convincing refutations were in 
its records, cited data and documents without comment while knowing that sub- 
sequent data or documents would lead to entirely different opinions, and made 
untrue statements and repeated them after their falsity had been called to the 
Department’s attention. Even in late July 1949 the Department still circulated 
a memorandum defending its consent to accept certain measures during a 3-month 
period during which discussions would continue. It failed to reveal that, on June 
11, the very date of its memorandum, the French Government had sent it a note 
stating that it considered thé entire problem was settled. We suggest a compari- 
son of the Department’s statements beginning on page 10974 of the Congressional 
Record of August 4, 1949, with the facts which appear on page 67 of the United 
States Counter-Memorial to the International Court. We have seen a recent 
letter from the Department which indicates the same deceptive tactics and may 
have been drafted by the same personnel. 

The Department of State again is claiming to Congress that violations of the 
Act of Algeciras are justified exchange measures. This is so much at variance 
with facts which are generally known here that local Department officials could 
hardly use it. They state that we have no means of forcing France’s acceptance 
of anything to which she objects, making it useless to insist on enforcement of 
the Hague verdict. Of course, we do not agree. We believe, however, that if 
the Department has that view it should express it frankly and let Congress and 
the public make decisions based on the facts. 

(7) Agreements and negotiations with foreign governments should be made 
public to the greatest measure consistent with national security: An example 
is the agreement establishing United States bases in Morocco. Since the estab- 
lishment of the bases is now common knowledge there can be no excuse for not 
letting our public know and judge many of the terms governing them. There 
should be no secrecy as to why an American flag does not fly over an American 
division headquarters or as to how and by whom an arrangement was made under 
which the Armed Forces pay 20 percent more than the Department of State 
for Moroccan currency. 

As has been stated, recent notes about Moroccan treaty violations are secret 
although the first of the series was published. The consul general said the reply 
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would be published but failed to do this. We believe that secrecy relating to 
most negotiations is because the Department does not wish the American public 
and its legislators to form the opinions, about foreign affairs and about the De- 
partment’s own performance, to which the facts would lead. 

(10) The elections should cause drastic changes at all echelons in the Depart- 
ment of State: The country and the American Legion unequivocally condemned 
the Acheson regime. The Legion and the peoples’ accredited representatives 
already had specifically denounced the regime’s policy on Morocco. We did not 
expect sweeping changes overnight. We did expect them in 6 months. Logally 
there has been no apparent change. On the national level, we already mentioned 
a State Department letter about the Moroccan situation which is characterized 
by the same weakness, evasion, and inaccuracies which were used by the discredited 
regime. It also reasserts the right, which Mr. Acheson claimed and which the 
leadership of both major parties denied that he had, the right to set aside treaties 
without Senate approval. The letter in question enclosed as a supporting docu- 
ment a circular prepared by the Acheson regime to whitewash its own mishan- 
dling of the Moroccan affair. We believe it the duty of the present State Depart- 
ment to expose this mishandling and to rid itself of the persons and the philoso- 
phies which caused it, on whatever echelon they may be found. 


B. Recommendations regarding the armed services: 
aa * * + + . * 


(6) That our armed services and their personnel have the same facilities as 
the Department of State and its personnel for obtaining Moroccan currency. 
Morocco, including Tangier, is one country. The head office of the State Bank 
of Morocco is in Tangier where there is a legal currency exchange based on the 
“economic liberty”? required by the Act of Algeciras. The International Com- 
mission governing Tangier still respects this act. 

France, in 1940, separated the French Zone of Morocco financially from 
Tangier. The Department of State refused to recognize this violation of 
Morocco’s treaty status until 1944. Then it agreed as a temporary war measure 
to prevent traffic with the enemy. The Department of State insisted that its 
own exchange transactions and those of its American personnel (which could 
not benefit the enemy) continue at Tangier. However, the ‘“‘war measure’’ goes 
on but the Department has not arranged for all other Americans to return to 
the legal status on which it has always insisted for itself and its United States 
personnel. The Corps of Engineers pays $2,857 for a million francs worth of 
loca! goods or services which cost the Department of State today only $2,409. 


C. Recommendations regarding economic matters—The Hague decision 


(1) There should be a full investigation to reveal all the circumstances under 
which proponents of controlled economy in the Department of State took ‘action 
jurisdiction”’ over Morocco from regular Foreign Service officers; how they ar- 
ranged to help Frenchmen, constituting what Marshal Juin called a ‘‘veritable ad- 
ministrative feudalism,” establish a system of controlled economy in Morocco 
where such a system was illegal and wholly unwanted. All of the efforts to 
suppress or distort the truth, in order to prevent congressional action, should be 
revealed, The investigation also should bring out the speciousness of the suit at 
The Hague. It should establish the falsity of claims about mandatory jurisdic- 
tions, that the case was to establish that Morocco was complying with her United 
States treaties and that the case would be defended to the Department’s best abil- 
ity (the United States told the Court that the jurisdiction was not mandatory; 
France tried only to prove that she should not be required to comply with the 
treaties, and both the United States attorney who pleaded the case and the 
Assistant Secretary for Africa, the Near East, and Asia, admitted that the United 
States would not use certain arguments which would strengthen our defense). 
The investigation also should show how the verdict is not enforced and who is 
responsible; whether John Carter Vincent, to favor France, delayed delivery of a 
note asking for enforcement. It should reveal the great harm done to Morocco 
by the regimentation, inflation and profiteering supported there by the Acheson 
regime. This investigation should compare this post’s representatives’ state- 
ments, those which the Department made to Congress and the public, and those 
which it made before the Court. 

(2) Without waiting for the results of the investigation, the Department should 
make a brief statement of facts: This should be based on its own pleadings and 
testimony at The Hague, showing the inaccuracies of the Acheson regime’s state- 
ments as revealed by the record and by the regime’s own designee. This should 
replace the Acheson circular of January 13, 1953. 
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(3) The International Court’s verdict should be enforced by all legal measures 
available to the United States: If France or the Department of State object they 
should be reminded that France, with State Department cooperation, received 
about half a billion dollars in United States aid to which she was not entitled and 
that the Court last August unanimously found that she had been guilty of treating 
Americans illegally for years. 

(4) The United States should insist on economic liberty in Morocco: As the 
State Department’s note of January 12, 1953, reminded I’rance, the principle of 
economic liberty was “established by the Act of Alveciras and reaffirmed by the 
International Court.’”’ This principle, as the United States showed the Court 
“was broader in scope than the principle of freedom of commerce [which] covered 
only trading activities * * * the principle of economic liberty guaranteed as well 
the right to engage freely in business or industrial activities.” The interpretation 
of this principle is fully understood. The principle should be reestablished at 
once in every field in which concessions envisaged by the Act of Algeciras have not 
been granted in compliance with its terms. 

(5) All the economic privileges which 'rance has seized in Morocco, since the 
establishment of the protectorate should be relinquished: After specifically con- 
sidering the question of whether or not, because of her position as protecting 
nation, l’rance can enjoy economic privileges in Morocco which are not equally 
enjoyed by the United States, the Court found ‘in economic matters, France is 
accorded no privileged position in Morocco.” 

(6) The United States should insist upon the full equality to which the Court 
found it to be entitled when it stated “the United States can claim to be treated 
as favorably as [france as far as economic matters in Morocco are concerned”’: 
This means that an American in the United States who decides to buy from, sell 
his products to, invest in, or otherwise engage in business in or with Morocco, 
whether by correspondence, through an agent or in person, will encounter no 
restriction, formality, or inconvenience of Moroccan official making which would 
not identically confront a french competitor reaching a similar decision in France, 
at any point in the business cycle from the time of his original inquiry or offer 
to the time when he reccives payment or withdraws the proceeds of his final 
liquidation. 

(7) Arrangements should be, made for proper application of that part of the 
decision in which the Court stated the factors to be considered in making customs 
appraisals and ordered that 

“The same methods must be applied without discrimination to all importations 
regardless of the origin of the goods or of the nationality of the importers.”’ 

(8) Customs overcharges paid by Americans should be recovered: These over- 
charges were described to the Court by the United States as ‘‘as much as three 
times the assessments on identical imports by others.” 

(9) Americans should be justly compensated for business losses caused by the 
Morocean decree of December 30, 1948, which prohibited most imports from the 
United States and which was unanimously decane illegal by the Court. 

(10) The United States should insist that discussions with France about the 
verdict he limited to honest attempts to interpret it by qualified jurists, preferably 
those who pleaded the case. The time for discussion and negotiation was 5 years 
ago when France was taking unilateral, illegal action. There should be no further 
discussion of the merits of the issues which the Court considered. The United 
States should insist that all treaty terms remain as ratified unless the Court 
specifically found otherwise. We also should insist that if the Court failed to 
pass upon any French argument or submission the effect is the same as rejection 
since France was the plaintiff. 

(11) The United States should consider ‘‘consents” given to French legislation 
conflicting with treaties as null and void. France maintained and the Court 
upheld that the United States could not insist upon the right of assent or dis- 
approval of Moroccan legislation. This should render such assents meaningless. 
Furthermore, as has been stated, an act of the State Department cannot alter 
treaty terms. 

We assert again, as we have done for 4 years that what we ask is legal, logical, 
economically sound and admittedly in the interests of the vast majority of 
Moroccans and of Frenchmen residing here. We point out, as did the United 
States at The Hague, that when economy was freest here, conditions were soundest. 
The only opposition is a relatively small group who thrive on regimentation which 
is the scourge of France. They know that if free economy is reestablished in 
Morocco it will spread. They wish to avoid this at all costs. So far they have 
been successful only because of the assistance which they have received from 
persons in the Department of State who wish to save Morocco from what the 
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Foreign Service Institute described as the effects of our competitive system—“‘the 
needless waste and duplication that occurs in American organization and the 
effects it has had in the exploitation of the country’s natural resources. 


Tur AMERICAN LEGION, 


Washington, D. C., November 16, 1949. 
COMMANDER, 


Morocco Post, No. 1, 2 Route de Bouskoura, 
Casablanca, Morocco, 

Dear ComMANpvER: The following resolution, prepared by the Foreign Relations 
Commission and approved by the Resolutions Subcommittee of the National 
Executive Committee was passed unanimously by the National Executive Com- 
mittee on November 5, 1949: 

“Resolution No, 62, whereas Morocco Post, No. 1, on January 19, 1949, adopted 
a resolution complaining of practices of officials of the French Protectorate of 
Morocco, contrary to treaties between the United States and Moroeco, and 

“Whereas the study has been made and substantially justifies the complaint, 
therefore, be it 

‘Resolved: 1. That the Government of Moroeco be required to comply with 
all terms of its treaties with the United States; and promptly adjust claims arising 
from violations. 

“2 That the Moroccan Government be required to cease all acts tending to 
place United States nationals and trade in Morocco in a less favorable position 
than those of any other nation.” 

The National Convention in Philadelphia had empowered the Foreign Relations 
Commission to investigate and act 

A representative of this office, sitting as an observer, attended a public hearing 
on the Moroccan situation held by the Department of State on September 27, 
1949. 

Sincerely, 
Lenonce R. LaGEnDRE, 
Assistant National Adjutant. 


The following resolution was unanimously adopted by Morocco Post, No. 1, 
American Legion, at its regular monthly meeting of May 4, 1953: 


“Unirep Statres-Moroccan TREATIES REAFFIRMED BY INTERNATIONAL CouRT 
or Justice SHouLD Be REESTABLISHED 


“‘Whereas on November 5, 1949, after an investigation, the American Legion’s 
national organization resolved ‘that Morocco be required to comply with all 
terms of its treaties with the United States’; 

“Whereas in 1950 a law intended to obtain the objectives of the national 
resolution was passed by the United States; 

‘Whereas this law was set aside by the then Secretary of State on the grounds 
that the International Court of Justice should consider France’s claim ‘that our 
treaty rights have ceased to exist or have been superseded by later agreements 
or policies’; 

“Whereas on August 7, 1952, the Court ruled that ‘even under the protectorate 
Morocco has retained its personality as a state in international law,’ that United 
States treaties remain unchanged, that France must maintain ‘economic liberty’ 
(free economy) in Moroceo, that ‘in economic matters France is accorded no 
privileged position in Morocco’ and that the United States ‘may claim the right 
to be treated as favorably as France insofar as economic matters in Morocco 
are concerned’; 

‘‘Whereas in spite of this decision which should have been implemented at once 
many special French interests are protected from competition in Moroeeco and 
France still denies the United States the equality to which it is entitled: Therefore 
be it 

‘Resolved: (1) That France be required to reestablish the free economy and 
equality in economic matters to which the Court found the United States and 
its citizens to be entitled; and 

(2) That the United States insist that the term ‘economic matters’ be inter- 
preted in its generally accepted sense to include manufacturing, services, internal 
trade, imports, exports, and investments (as it was when France showed more 
respect for her treaty obligations in Morocco). 


“Ropert E. Ropes, Commander, 
“ArtHur M. Russeui, Adjutant.’ 
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The following resolution was unanimously adopted by Morocco Post, No. 1, 
at its regular monthly meeting of May 4, 1953: 


“Treaties ARE Laws 


‘‘Whereas until recently, Secretaries of State have maintained that United 
States treaties are laws which can be altered only by the advice and with the con- 
sent of the Senate; 

‘‘Whereas United States citizens, in full reliance on these laws and on the essen- 
tial rights which they establish, have acquired valuable interests and property in 
the belief that they could not be deprived of them by simple Executive action; 

‘‘Whereas if the contrary were true the Executive and his subordinates could 
render meaningless the treaty ratification required by the Constitution; 

‘“‘Whereas the Senate in its 1950 Foreign Aid Bill voted that ‘the terms of any 
treaty to which the United States and any participating country are parties shall 
remain in full force and effect until superseded by a new treaty ratified by the 
Senate unless, prior thereto, it expires by its own terms’; 

‘‘Whereas a recent communication from the Department of State and state- 
ments by Department officials indicate a belief that Department representatives 
may enter into agreements to modify or waive treaty terms and that they are 
bound by such agreements made by their predecessors; Therefore be it 

“Resolved: That the President and the Congress be respectfully urged to reaffirm 
the Senate’s view as expressed above, with regard to all treaties to which the 
United States is a party. 

“Ronert E. Roprgs, Commander. 
“Artuur M. Russe, Adjutant.” 


ExuiBit V 


Text or THe Unirep States GoveRNMENT’s Note or JANUARY 12, 1953, To 
THE ResIDENT-GENERAL OF THE FRENCH PROTECTORATE 


‘*T have the honor to refer to the aide-memoire from the Residency General cf 
October 2, 1952, setting forth measures intended to implement the decision of the 
International Court of Justice of August 27, 1952, and to the residential decree 

ublished at Rabat on October 1, 1952, which rescinds the residential decrees of 
March 11, 1948, and December 30, 1948, and puts into effect the measures referred 
to above. 

‘*My Government has given the most careful consideration to the aide-memoire 
of October 2, 1952, and the Residential Decree of October 1, 1952, and is of the 
opinion that the Decree of October 1, 1952 fails to implement fully the decision of 
the International Court of Justice of August 27, 1952, regarding the economic 
rights of the United States in the French Zone of Morocco. 

“Accordingly my Government does not concur in the opinion expressed in the 
aide-memoire of the Resident General that the new regime of imports without 
allocation of exchange fully carries out the principle of economic liberty without 
any inequality established by the Act of Algeciras and reaffirmed by the Inter- 
national Court of Justice. Therefore, my Government reserves its rights in the 
matter and requests that discussions take place as soon as possible between our 
two Governments for the purpose of reaching a mutually satisfactory solution to 
these matters.” 

Morocco Post’s comment: 

‘Although the Department calls this its ‘note of January 12, 1953,’ there is 
strong evidence that it was ready for presentation in Tangier over a month before 
that date but that John Carter Vincent cr one of his staff held it up as a favor to 
the French administration. Our diplomacy was apparently more interested in 
pleasing the regime which had been convicted of depriving Americans of their 
normal livelihoods than in defending the interests entrusted to them. The Post 
hopes that a thorough investigation will bring to light the reasons which caused 
the Department to wait almost 5 months after The Hague verdict befure recording 
even the above Milquetoast objection to France’s failure to apply it. 

‘Since ‘the principle of economic liberty without any inequality’ was ‘established 
by the Act of Algeciras and reaffirmed by the International Court of Justice’ the 
note should have listed the admitted violations of this principle and insisted that 
they be ended forthwith. As has been invariably the case, the Department’s 
‘conversations’ were fruitless.” 
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The following letter from Adrian 8. Fisher, who defended the United States at 
the International Court of Justice last summer, appeared in the New York Times 
on July 3, 1953: 


“PRANCE AND MOROCCO—UNITED STATES ROLE CITED RELATIVE TO ACT OF 
ALGECIRAS AND TREATY OF FEZ 


“To the Eprror or tHe New York Times. 


“The story contained in your edition of June 26, on the speech of Marshal Juin 
on Morocco, contains two misstatements of fact. In view of the great respect 
which I hold for the reportorial standards of the New York Times, I believe they 
should be corrected for the purpose of avoiding confusion on the subject. The 
next to last paragraph of your story states that at the Conference of Algeciras 
‘the principal European powers confirmed France’s privileged position in what 
6 years later became her protectorate.’ The last paragraph of your story states 
that the ‘United States was not a party to the Algeciras agreement * * *.’ 

“Neither of these statements is accurate. The United States, as well as the 
principal European powers, participated in the Conference of Algeciras. In fact, 
the United States took a leading role at the Conference. The United States signed 
and ratified the Act of Algeciras, the treaty which was the result of the Conference. 
It was declared in effect and binding on the United States by a proclamation signed 
by President Theodore Roosevelt and Secretary of State Elihu Root on January 
22, 1907. 

“The Act of Algeciras did not ‘confirm France’s privileged position’ in 
Morocco—quite the contrary. Its preamble declared that the purpose of the 
act was to preserve ‘the triple principle of the sovereignty and independence of 
His Majesty the Sultan, the integrity of his domains and economic liberty without 
any inequality.’ 

“The protectorate of France over Morocco was established by the Treaty of 
Fez, which was not signed until 1912. This, not the Act of Algeciras, is the 
treaty to which the United States has not become a party. The United States 
refused to adhere to this treaty despite the repeated requests of the French 
Government in the period from 1913 to 1917. The United States did, however, 
recognize the protectorate of France over Morocco in 1917. 

“The recognition of the protectorate did not deprive the principles of the Act 
of Algeciras of their vitality. Indeed, as recently as August 25, 1952, the Inter- 
national Court of Justice held invalid certain import restrictions imposed by the 
French protectorate. The ground of the holding was that the restrictions dis- 
criminated in favor of French businessmen and were therefore contrary to the 
principle of ‘economic liberty without any inequality’ set forth in the Act of 
Algeciras. 

“The Act of Algeciras was freely signed by the United States and France as 
well as the other leading European powers. It represents a real commitment to 
Morocco to respect the principles which underlie it, ‘the sovereignty and independ- 
ence of His Majesty the Sultan, the integrity of his domains and economic liberty 
without any inequality.’ The United States has lived up to this treaty, and it 
should not be apologetic about expecting other nations to do the same. 

“ADRIAN 8. FisHer. 

“Washington, June 27, 1953.” 


Digest and partial translation of an article (3 column front page spread) in 
the Casablanca weekly Maroc Demain, issue of July 4, 1953 (not June 4 as 
printed): 

“CURIOUS RESULT OF THE VERDICT OF THE HAGUE 
DROP IN UNITED STATES SALES TO MOROCCO” 


This article in its introduction states that it will give the reader an exposé of 
the litigation before the International Court, between France and the United 
States, followed by “‘a succinct analysis of sales by the United States, comparing 
the first 4 months of 1952 and 1953.”" The author comments: 

“T leave it to my readers whether there is a relation of cause and effect.”’ 

The first part of the article tells of the verdict, quotes it in part and tells of the 
measures which France adopted to nullify it. With subtlety the author explains, 

“In spite of all the dangers stemming from it [the verdict] France has aban- 
doned all the discriminatory practices formally denouncel’” [Ttaliz added]. (The 
statement is technically correct for the Court, while clearly setting forth certain 
principles, formally denounced only the violations of principle in practice at the 
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time of the trial. France could pass legislation barring from Morocco any 
product transported in a southeasterly direction, for example, without violating 
the Court’s specific desist order—but not without v.olating the principles asserted 
by the Court.) 

The article quotes one of the passages in which the Court stated the principle 
of complete equality for France and the United States in Moroccan trade: 

“France is exempted from free currency import controls while the United States 
is subjected to this control. This unequal treatment is incompatible with the 
Act [treaty] of Algeciras by virtue of which the United States can claim the right 
to be treated as favorably as France insofar as economic questions in Morroco 
are concerned.”’ 
and goes on to state the methods by which France has evaded the verdict—by 
restricting the end use of funds derived from the sale of goods imported from the 
United States, instead of restricting the imports themselves, while funds derived 
from the sale of French goods remain unrestricted. Results of these measures 
are set forth in the article as follows: 

“The United States sold Morocco 19,500 tons valued at 3,367 millions [of 
Moroccan franes, worth about 3,000 United States dollars per million] during the 
first 4 months of 1953, against 58,000 tons worth 6,188 million during the first 4 
months of 1952. In value they sold [Morocco] almost 3 billion franes less than 
during the corresponding period of last year, making a decrease of over 45 per- 
cent in their products furnished to Morocco. 

“One will object that the total of Morocco’s imports have decreased, but the 
decrease is less. Total imports were 64 billion for the 4-month period in 1952 
and only dropped to 53 billion, a decline of 17 percent. 

“As for France, against whom the verdict was particularly aimed, she seems 
not to have suffered. Sales by France and the French Union [to Morocco] fell 
from 42 million to 34 million, a drop of less than 20 percent. 

‘Have our great allies won a Pyrrhic victory at The Hague? Before deciding let’s 
carry the examination of the two 4-month periods into more details.” [Italics 
added.] 

“Honor where honor is due. 


“THE AUTOMOBILE MARKET 


“From January to April 1952 and 1953 comparative figures were: 


1952 1953 
an Jenene 7 “i 
Million Million 
“France | 1, OR6 | 1, 284 
Germany . | 780 | 47K 
United States_____- . 287 | 234 
SOMME cc cclco: Acc Jk 203 225 


“One notices marked progress in sales of French automobiles and less important 
progress in those of English cars. On the other hand, the regression of sales of 
German machines is very strong. It is more moderate in United States makes 
but is nevertheless very evident. In any event French automobile sales have 
risen 20 percent while sales of American makes dropped 18 percent. 

“The only American sales which have increased during the period are farm 
machinery and farm tractors. Their value went from 201 and 166 million francs, 
respectively, during the first 4 months of 1952 to 380 and 200 million, respectively, 
during the corresponding period of 1953. 

“It is reassuring for Morocco to know that the only progress made by Amer- 
icans was in agriculture equipment. Are we becoming wiser in selecting our 
imports? 

“Anyway it seems useful to list side by side in thc table below the variations 
during the 2 periods, broken down by end uses. 
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‘‘Dollar-paid imports into Morocco during the Ist 4 months of 1052 and of 1958 


‘(Figures are millions of frances (worth about $38,000 per million)] 


Dollar tmports from Dollar imports fron 
United Stote other countries 
‘End-use category of import 
1952 1953 1952 183 
1. Fuel 338 180 ( 
2. Raw and semifinished products 
(a) For industry 
Industrial origin DAS 21 if 
Agricultural origin 203 163 { 
(b) For agriculture 
Industrie] origin 6 7 
Avricultural origin 0 1 ( 
3. Plant and equipment 
(a) For industry 2, 088 1, 153 ua 
4) For agriculture 374 HAO : 
4. Durable consumer goods S70 417 24 
Nondurable consumer goods 
(a) For human consumption 2h 108 658 
(b) Others | 1, 375 457 107 
Total for 4 months 6, 188 | + 367" 2 007 | + OD 
Chese figures are omitted from table accompanying article and have been added, (Source: ‘Not 


ue 
Documentation” of the Moroecan Government, No, 120, June 1, 1953.) Only the total for 1982 was available 
from the source used, 


The article concludes 

‘“What conclusion should be drawn from this plummeting of United States sales 
to Moroeco? Is it fortuitous or was it brought about by the Hague Court’s 
verdict of August 27, 1952? 

“Tf the latter is the case one might write that the negotiators thrust a sword into 
the water and conclude with the title from Shakespeare ‘Much Ado About Nothing’ 
Or say like the great orchestra leaders beginning a concert ‘A measure for nothing’ ”’ 
(italies added). 

(See also pp. 909-912). 

Chairman Bripe@xrs. Senator Young, we postponed hearing Mr. Ogg 
until you got here. We are trying to move rapidly on this, as the 
distinguished Senator from North Dakota knows, so we are going to 
call upon Mr. Ogg to present his views as briefly as possible. 

Senator Youna. That will be fine, Mr. Chairman. We farmers 
have to stick together. 


INTERNATIONAL AFFAIRS DEPARTMENT OF THE AMERICAN FARM 
BUREAU FEDERATION 


STATEMENT OF W. RAYMOND OGG, DIRECTOR 


Chairman Bringes. Mr. Ogg, you are with the American Farm 
Bureau Federation? 

Mr. Oaa. Yes, sir. 

Chairman Bringres. And your title is what? 

Mr. Oaa. Director of the department of internationa) affairs 

Chairman Brinces. You are located in Washington, D. C.? 

Mr. Oaa. That is right. 

Chairman Bripees. Where is your home originally or where do you 
claim? 

Mr. Oaa. I was born in Kansas, but I have been with the American 
Farm Bureau 27 years, so most of that time I have lived here in 
Washington because of my work. 


362384-—-53 30 
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Chairman Bringes. I would like to have you file any statement 
which you have. It will be made a part of the record and then, if you 
will, highlight your statement and subject yourself to questions. 

(The statement referred to follows:) 


STaTEMENT OF W. Raymonp OGa 


My name is W. Raymond Ogg. I am director of the international affairs de- 
partment of the American Farm Bureau Federation. 

We are grateful to this committee for giving us the opportunity to testify 
briefly on section 550 of the mutual security bill. This section authorizes funds 
to finance the purchase of surplus agricultural commodities. However, if the in- 
terpretation that officials of MSA have made in testimony before the Senate 
Agriculture Committee on S. 2249 is allowed to stand, what we believe was the 
intent of Congress in passing this section will be negated and the effect of the 
program will be nullified. We wish to enlist the support of this committee to 
prevent threatened perversion of congressional intent. First I wish to give a bit 
of background. 

The American Farm Bureau Federation’s record of consistent opposition to 
earmarking foreign aid funds to dump agricultural surpluses is clear. he AFBF 
also has repeatedly and consistently sought to avoid the Government policies 
which have resulted in the accumulation of unsalable surpluses. Already, invest- 
ments of the Commodity Credit Corporation in agricultural stocks have grown 
to over $3 billion and will probably reach $4% to $5 billion by the end of this year. 

These huge supplies now in being and in prospect create a major problem with 
which the United States should reckon this year. It may be expected that as 
these supplies mount, pressures will mount to give away, destroy, or divert them 
to nonmarket uses. These frenzied disposal efforts could jeopardize sound mar- 
kets, and could impair the prestige of United States leadership at home and abroad. 

These surpluses, in the absence of an effective program for coming to gri 
realistically with the problem, cause great apprehension among leaders of the 
American Farm Bureau. We, therefore, have proposed a plan to utilize United 
States agricultural surpluses in ways that would further the objectives of the 
mutual security program. Bills were introduced in both Houses of Congress 
containing that program. Later, the principal provisions of these bills were 
combined with an amendment to the Mutual Security Act, introduced by Senator 
McClellan designed to accomplish many of the same objectives. The conference 
committee on the Mutual Security Act of 1953 included these provisions in section 
550 of the conference report. 

From an agricultural standpoint this program seeks to export CCC surpluses 
in a manner which will protect existing agricultural export markets and create 
new ones. It would give the United States foreign policy administrators the means 
to orient international trade to parallel military alliances, strengthen the economies 
of cooperating countries, and provide for them supplies of foods and other re- 
quirements, as well as markets to minimize unemployment without dependence 
on Communist-dominated areas. It could counter the Communist trade offensive 
and give us another powerful weapon for exploiting the pressures now becoming 
apparent among Iron Curtain countries. 

From a fiscal standpoint, the program provides the means to increase the effec- 
tiveness of the mutual security program and displace a part of its cost. It could 
remove the explosive economic and political consequences of surplus farm products, 
It could convert potential liabilities resulting from CCC stocks to real assets by 
using them for constructive purposes. The plan would authorize the sale of 
CCC surpluses on a deferred payment basis and permit sufficient alternatives for 
repayment so that virtually all cooperating countries could pay. 

The essentials of this plan are embodied in section 550 (b), (¢), (d), and (e) 
MSA. While the $100 million to $250 million authorized to implement the pro- 
gram was only a token compared to the mountain of surpluses, we did feel it 
would at least give this new approach to foreign aid and surplus disposal a fair 
test. Then the Congress could give further consideration to the effectiveness of 
the program early next session based on experience obtained by that time and 
decide how far to support it. 

We feel the proposal is sound ana that it is urgent to make a start. 

Before this amendment was added, Mutual Security Administration officials 
expected to spend about $190 million for surplus agricultural products. Their 
interpretation of section 550 is that it does not provide for the use of more farm 
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commodities than they had already intended. They state that section 550 will 
result in very little, if any, net increase in the export of farm surpluses. If this 
decision stands, we think it distorts the intention of Congress in passing section 550. 

Section 550 is an attempt to deal on a trial test basis with a vitally important 
problem facing the United States. It needs sympathetic administration to get a 
fair test. We urge this committee, in view of the clear intent revealed by the 
debates in the Senate, and by the urgency of this major problem, to make clear 
that the $100 million to $250 million is in addition to authorizations for farm 
products contained in other parts of the bill. Anything less than this will not 
give a fair test to this new concept of converting excess agricultural stocks into 
instruments of United States foreign relations. 

We respectfully urge that the Appropriations Committee insert language in the 
appropriation bill for the Mutual Security Act which will make is clear that the 
funds authorized in section 550 of the Mutual Security Act of 1953 ‘to finance the 
purchase of surplus agricultural commodities, or products thereof, produced in the 
United States’ are exclusive of the funds that may be used in section 541 for 
grants of economic aid to supply agricultural commodities under the regular 
procurement program proposed by MSA. 

We therefore propose the following amendment to the appropriation bill for 
the Mutual Security Act: 


AMENDMENT 


‘Not less than $100,000,000 and not more than $250,000,000 of funds authorized 
to be appropriated under the provisions of this act other than section 541 shall 
be used to finance the purchase of surplus agricultural commodities, or products 
thereof, produced in the United States pursuant to section 550.” 


ERRONEOUS INTERPRETATION OF SECTION OF ACT 


Mr. Oae. Mr. Chairman, I thank you very much for this oppor- 
tunity. I have copies of my prepared statement which, as you 
suggested, I will be glad to file with the committee, and give you a 
brief recommendation of the reasons why we ask for this appearance. 

We are very much concerned over what appears to be in our opinion 
an erroneous interpretation of section 550 of the Mutual Security Act 
of 1953, which we think, unless it is corrected by your committee, 
will pervert what we believe was the obvious intent of the conference 
committee on this bill. Certainly, it was our purpose in advocating 
this amendment, which is now section 550, and supporting it has been 
our intention all along and I think it was the intent of the conference 
committee to authorize the use of not less than $100 million and not 
more than $250 million of the total funds that are appropriated under 
this act for the purpose of financing the purchase of surplus agricul- 
tural commodities or products thereof produced in the United States. 

Senator Youna. Mr. Ogg, as I recall, that is exactly the explanation 
of the bill given by the Senate conferees. 

Mr. Oaa. In the hearing yesterday before the Senate Committee 
on Agriculture on the President’s famine relief bill, Dr. FitzGerald 
was questioned by the chairman as to what the significance of 550 
was. I would like to read from page 67 of the transcript of the hearing. 
The chairman questions and Dr. FitzGerald answers: 

The CuarrMan. If anyone had the idea that they were disposing of any more 


agricultural commodities than they were during the old one, they are likely to be 
disappointed, are they not? 


Dr. FrtzGeraxp. There will be very little, if any, net increase of exports of 
surplus agricultural commodities under this legislation, sir. 
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PURCHASE OF AGRICULTURAL COMMODITIES 


Later on, without taking time to read it, it is pointed out that 
because of another provision in the act, namely section 541, which 
authorizes something like, I believe, $250 million for defense support 
and economic assistance under the act, and in the justification which 
was submitted to Congress in support of section 541, Congress was 
told that they planned to use something like $190 million of that for 
grants of dollar aid to countries participating with which they could 
purchase agricultural commodities. 

That was already in the act. That program had already been sub- 
mitted before the conferees adopted section 550. So I think it is plain 
on the face of it that the conferees certainly intended to do something 
more than was already provided in the language of 541; otherwise, 
adding section 550 makes absolutely no sense. 

Senator YouNG. As I understand the provisions of the amend- 
ment to which the Farm Bureau reported, no food importing country 
could take advantage of that provision until they had already 
umported their normal amount of imports? 

Mr. Oca. That is another very important point. 

Senator Youna. So that when the committee said it would make up 
to $250 million available for this purpose, it would mean they would 
have to take their normal requirements first. 


SALE AND EXPORT OF SURPLUS COMMODITIES 


Mr. Oae. That is right, because in section 550 there are very 
definite safeguards to that effect. 

Also, I would like to call your attention to the different language 
that is used in section 550 than is used in connection with support 
for 1954. 

In section 550 it is stated that— 


the President is authorized to enter into agreements with friendly countries for 
the sale and export of such surplus agricultural commodities— 


And so forth. 

Now, under section 541 the President does not provide for the sale 
and export. He merely—as I understand the operations under section 
541—the MSA makes dollar grants te countries that are short of 
dollars with which they can purchase agricultural commodities or 
other commodities. The use of the term “surplus products” in sec- 
tion 550, it seems to me, is a further evidence that the conferees had 
in mind that this would be used in addition to any of the regular funds 
for dollar grants that might be made under section 541 because other- 
wise all this language in here and all this effort, if it is not going to 
result in moving any more surpluses of agricultural commodities, it 
seems to me it makes the effort of the conference committee meaning- 
less except it does give them more control over the counterpart. 
Certainly, there would be no justification of going through all this 
effort to merely give more control over the counterpart. 


MAINTENANCE SUPPLIES OF SURPLUSES 


I want to make clear, so far as our organization is concerned, that is 
only an incidental purpose. I would like to state in closing, Mr. 
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Chairman and members of the committee, the reason we supported 
this as an amendment to the MSA Act is because of the great concern 
of our organization over the rising maintenance supplies of surpluses 
they are piling up. The Commodity Surplus Corporation is now 
obligated for over $3 billion of agricultural commodities. Before the 
end of this year it may be obligated as much as $5 billion. Unless 
something is done about that to start moving these surpluses before 
next year, this could be a catastrophe to our country, to our farmers. 

Farm prices have dropped 15 percent already under the impact 
of these surpluses. There is a terrific price squeezing going on of our 
great exporting crops. We have lost 2 million bales of exports of 
cotton; in the last 10 months they have dropped 50 percent. Our 
exports of wheat and flour, nearly a third. Our exports of tobacco 
20 percent. Yet it is piling up here. 

Senator Youna. There is also another important angle. Many 
of the food-deficit countries of the world do not look very kindly on 
the United States with our surpluses of food if we do not make an 
effort to make these foods available to them. In this provision we 
do it without dumping it. 


SURPLUS DUMPING PROGRAMS 


Mr. Oaa. | am glad you brought that out. Our organization has 
always opposed surplus dumping programs. We have always opposed 
earmarking ECA or MSA funds to dump surpluses. We did not 
support subsection (a) in 550 for that reason, but because it is limited 
to $250 million, I think that they could negotiate agreements purely 
on a voluntary basis. These countries in Kurope —I just got back 
from Europe--thev need our commodities. They do not have the 
dollars to pay for them. There is no reason why this could not be 
handled in such a way that it would not occasion any difficulties 
abroad because they need more of our commodities but they do not 
have the dollars. It is merely a matter of negotiating voluntary 
agreements under which they would like, if they wish, to buy them 
and pay for them in their own currency as this provides, to the extent 
that they will take that over and above their normal purchases from 
us and their normal purchases from friendly countries. It is entirely 
voluntary. 

Senator Youna. We could use these foreign currencies in defraying 
our purchases. 

Mr. Oaa. Exactly. The foreign currencies could be used for all 
the purposes of counterpart. Our purpose in supporting this, gentle- 
men, and Mrs. Smith, was that we do not want to see this program 
used to wreck the mutual security program. We think that these 
supplies can be used to promote the mutual security program. 

Senator Turn. Mr. Ogg, if I might interrupt at that point, that is 
the most important part of it. Mutual security and the implementa- 
tion of the Atlantic Pact. That is security against the enemy. 

Mr. Oaa. Exactly. 

Senator Turn. But in the event the enemy succeds in selling their 
philosophy to an underprivileged people, all the ammunition and the 
defensive measures we may put there will not hold the people in the 
belief in our American philosophy. ‘Therefore, I think that this pro- 
vision of aiding the peoples that are underprivileged—there might be 
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areas in Italy, in Germany, in France, wherever it might be, where 
they are in dire need of food, but they do not have the resources to 
acquire it under normal exports of imports, there mutual security 
could make this food available—we would win the good will of the 
people just as speedily as the apparent security back of a cannon. 


EFFORT TO COUNTERACT SOVIET TRADE OFFENSIVE 


Mr. Oaa. Exactly. For example, in India we heard that Russia 
was trying to negotiate the sale of wheat to India. I do not know 
whether it is correct or not. I think it was a million bushels, And 
take Indian goods in payment. Under our proposal, if India has not 
the dollars to buy wheat, and she needs to buy wheat, she can buy and 
pay for it in Indian rupees and the rupees can stay in India to help 
speed up their economic development. 

When we presented this originally, we asked that Congress authorize 
up to a billion dollars of our surplus stocks as an addition to the mutual 
security program, which we felt would, as you said, Senator Thye, 
could be a powerful instrument to counteract the Russian’s trade 
offensive, which is a very vital part of the cold war. And that that 
would strengthen rather than weaken, and that is the whole object, 
to promote the mutual security program. 

Senator Taye. When did you return, Mr. Ogg? 

Mr. Oae. About 2 weeks ago. 


PSYCHOLOGICAL EFFECT OF GIFT FOOD 


Senator Toyz. I was just wondering if you had been there so 
recently that you could give us a report of what is the psychological 
effect of the United States giving to eastern Berlin the gift food that 
we are making available to them, what is the psychological effect on 
the people of the various foreign ‘countries, not only Germany? 

Mr. Oce. That came just ‘about the time I was leaving. My 
opinion is that it has had a terrific impact both in encouraging our 
friends behind the Iron Curtain, as we are interested in their welfare, 
and it has also strengthened those outside the [ron Curtain in Europe. 
Here we are moving in a practical way in this struggle with the Com- 
munists. I think it has had a very very fine influence. 

On the other hand, I did find this, both at the international farm 
organization meeting in Rome and in my contacts in four countries 
in Europe, there was great fear that, due to the talk about giving away 
our surpluses, there was great fear among the farm organizations in 
Europe that we might wreck their markets, also in friendly countries 
like Decade: New Zealand, and others if we start giving their stuff 
away we might wreck the normal markets in those countries or our 
friendly competitors. 

We assured them as far as our organization is concerned we had not 
made any such proposal. We are proposing they sell these at the 
market price; if they are not able to pay for them in dollars, we will 
accept payment in their currency. We do not think if that is properly 
safeguarded that that would hurt us or them or anyone else. 

Senator Tarr. Mr. Ogg, that is perfectly natural. In the event 
we find some foreign nation offering to send in wheat to the drought- 
stricken area in the Southwest, we could not look very kindly on their 
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offering to dump wheat in there. That is only one segment of the 
nation’s economy trying to safeguard against imports of free food. 
Commonsense will have to govern us in an administrative function 
to make certain we give it where it is needed and not dump it on the 
economy of the nation that is struggling to find a market for its own 
product. 

Mr. Oaa. That is a safeguard had in section 550. There is definite 
language to avoid that. 


SUGGESTED LANGUAGE AMENDMENT 


In closing, may I present a suggestion. We would like to urge some 
amendment along this line. We do not care how you word it. We 
are only interested in clearing up this point. We suggest some 
language along this line be added to the appropriation bill: 

Not less than $100 million and not more than $250 million of funds authorized 
to be appropriated under the provisions of this act other than section 541 shall 
be used to finance the purchase of surplus agricultural commodities for products 
thereof produced in the United States pursuant to section 550, 

Now, takes the exact language that is in section (a) of 550 and 
merely authorizes, makes it chen, that it relates, that the $250 million 
authorized under subsection (a) would be used for other provisions 
of the act other than section 541. 

Senator Youna. | believe the language that Mr. Ogg is presenting 
is exactly in line with the provisions of the act itself. | hope that 
this amendment will be considered in the markup of this bill. 

Chairman Brivees. I am sure anything the Senator suggests will 
be considered. 

Mr. Oaa. I would like to say in closing, gentlemen, that we think 
this is a very critical situation. We hope that while this $250 million 
is nothing like adequate, if we could make a start at this session with 
this, it will take a little while to negotiate these agreements, we would 
at least by next January make a start. If we wait until then, the 
surplus may get so high that we may have a major catastrophe. 

Senator Youna. It will give us a chance to find out whether this 
kind of program will work. 

Mr. Oae. Exactly. 

Chairman Bripaus. Thank you very much, Mr. Ogg. 

Mr. Oca. Thank you, Mr. Chairman. 

Chairman Bripgss. We are now going to call Mr. Tom C, Clark 
to the stand. 

Mr. Clark is here at the specific request of this committee. He 
is not here voluntarily. To identify you, Mr. Clark, what is your 
present position? 


STATEMENT OF TOM CLARK, CHIEF, IRON AND STEEL SECTION, 
USRO 


BACKGROUND OF WITNESS 


Mr. Cruark. I am chief of the Lron and Steel Section of what is now 
known as USRO in Paris. That is the Regional Organization for 
Western Europe of the Mutual Security Agency. 

Chairman Brinees. Is this your career, this job? 
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Mr. Crark. No, sir, I have been in industry. I am a lawyer. 
I have spent all my life in industry and I have beea abroad on this 
position for about the past 2 years. I arrived there in October, 
October 1, 1951. 

Chairman Bripces. Did you know anything about the iron and 
steel industry before you went there, and why would you know 
about it? 

Mr. Crark. I was associated with Bethlehem Steel Co. for a little 
over 9 years. My law practice took me a great deal into the steel 
industry. 

Chairman Bripces. In other words, both from the legal point of 
view, general information, and your practical association, you have 
become generally familiar with the iron and steel industry? 

Mr. Crark. Yes, sir. 

Chairman Bripces. The investigative division of the Senate Appro- 
priations Committee has come across certain information that you 
were presented with. Do you want to say anything to us first or 
do you want to submit to questions? 

Mr. Crark. I do not have any prepared statement, Senator. I 
can make a general statement with respect to the iron and steel in- 
dustry program of the Mutual Security Agency in Western Europe, 
the project program, if that would be satisfactory. 

Chairman Brinces. All right, you go ahead, Mr. Clark, on that, 
just briefly. 

GENERAL STATEMENT 


Mr. Crark. First, I want to say that all of this program was 
conceived and put into effect under another administration, not 
under this administration. 

I also want to say that when I arrived in Europe I found all of 
these projects in effect and underway. My observations with respect 
to them, therefore, do not involve me, I may say, in the approval of 
them. Any comments that I may have might be taken as hindsight. 

Generally speaking, the program consisted of 2 parts, there was 
1, the crude steel part, the raw materials, that is to say, the coke 
ovens, the blast furnaces, the open hearths, the iron ore and coal 
part, and that part was to be for Europe’s account. The various 
nations were to put up their crude steel facilities, they were to get 
out their iron ore, they were to erect their blast furnaces. That was 
to be done with local currencies or with counterpart. 

The other part of the program were the facilities, the mills, the 
continuous mills, the billet mills, the blooming mills, the rod mills, 
the bar mills, the mechanical facilities for the conversion of the crude 
steel into finished products. That was the United States part. 

Those finishing facilities, we called them in the steel industry by 
and large, were contributed from the United States. Those facilities 
were made here and they were shipped abroad. 


ESTIMATED COST OF PROGRAM 


Now, to give you an idea of the aggregate amount of the respective 
parts of this program, the total estimated cost of both parts of the 
program was $2,615,000,000. That is the total of all industrial 
projects. Of which MSA dollar financing was approved for $581 
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million. Those were all industrial projects. Now, of that $581 
million MSA dollar financing, $227 million or 40 percent went into 
the steel industry. There were on the other side the total cost esti- 
mates for all iron and steel projects, both to be furnished by the 
Europeans and to be furnished by the United States, amounted to 
$872 million. ‘That compared to the $227 million to be supplied by 
the United States shows that 26 percent of the iron and steel program 
was to be furnished by United States equipment and paid for by 
United States dollars. 

Senator Tuy. May I interrupt at that point? 

Where did the money come from that paid the other 2 billion plus 
dollars? 

Mr. Ciark. That came out of local currencies, sir, plus counterpart 
funds. 

Senator Tuyzr. Do you know what percentage was local and what 
percentage came from counterpart? 

Mr. Ciark. No, sir, I do not. It is very difficult to get at the 
amount of counterpart funds allocated in a specific country for 
specific industries. I have never been able to run down the amount 
of money which has been spent out of counterpart funds for this 
program, this steel industry program. 

Chairman Bripces. Mr. Clark, Mr. Wyman of our investigating 
division is looking into these things. I am going to ask Mr. Wyman 
to question you. Mr. Wyman. 


TOTAL STEEL PROJECTS 


Mr. Wyman. Mr. Clark, we understand of the ECA, MSA in- 
dustrial projects program there were 143 projects. How many of 
these were steel projects? 

Mr. Ciark. There were 31 steel projects and 4 projects in iron 
ore mining. 

Mr. Wyman. You were sent over there to supervise or check on 
these steel projects? 

Mr. Ciark. It was my understanding that was a part of my 
function. Being a regional office for MSA activity in Europe, it was 
my understanding it was part of my functions. There were other 
functions in addition to that. 

Mr. Wyman. The total number of dollars approved for ECA and 
MSA to complete these total projects was $600 million. I believe you 
said there were some $227 million involved in the steel projects? 

Mr. Crark. Yes. 


ALLOCATION FOR STEEL PROJECTS 


Mr. Wyman. Now, the total amount of local currency to be sup- 
plied by all these beneficiaries to the 143 projects amounted to approxi- 
mately $1,600 million. How much of this total was obligated for the 
steel projects? 

Mr. Cuiark. $872 million. 

Mr. Wyman. Do you consider that ECA steel expansion has re- 
sulted in creating a balanced steel industry? 

Mr. Crarx. The program as originally conceived was primarily 
concentrated in, what we called in the steel industry, flat products; 
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that is to say, plates, sheets, tinplate, and strip. As a matter of fact, 
- ercent of the dollar projects went into what we call continuous 
mills. 

Now, it is a fact that starting along about 1930 the United States 
developed this continuous mill, this method of continuous production 
of flat products. We had the mills, we had the techniques, we had the 
electrical equipment to operate those mills. Europe did not. It is 
also a fact that the trend of steel consumption is heavily in the flat- 
rolled area in connection with automobiles and cans and packaged 
goods and metal furniture and refrigerators and the whole host of 
products that are made of flat sheets. So that Europe, not having 
this equipment, we put in continuous mills all over Europe. We put 
in a great many continuous mills. We put in eight continuous mills. 
We may be a little bit ahead of Europe’s s requirement for the produc- 
tion of those mills and we are at the present time with those mills con- 


tinuing considerably ahead of Europe’s capacity to feed the crucible 
steel into those mills. 


MILLS EXCEEDING REQUIREMENTS 


Chairman Brincgs. Let us get this straight, Mr. Clark. Under 
this program, in your judgment, we have gone so far ahead that we 
are ahead of their capacity. We have provided more steel mills than 
their requirements, and even their capacity, in your judgment? 

Mr. Cuiark. Their capacity to produce the steel in sufficient quan- 
tities to give a low-cost economical operation to that equipment. 
That is expensive equipment; it is highly costly. When you put 
materials through it, you have to put it through it in quantity and 
you have to have a high rate of production to get a low cost. If 
you do not, you have a high-cost product which you have to sell at 
a high price. 

Senator ELLENDER. Would we not do this, would we not open the 
door to the manufacture in these mills of products which may come 
into competition with our own? 

Mr. Criark. That is entirely possible, sir, if they can get their costs 
down to compete with us. 


COST COMPARISON 


Senator Tuyr. What is the cost now in comparison with the 
United States? 

Mr. Criark. The price at which they sell the steel? 

Senator Tays. The cost of their production. The price would be 
governed by their cost unless they subsidize, unless MSA went back 
in and subsidized the price. 

Mr. Crark. The exact cost is—you would have to be almost a 
clairvoyant to get at the cost. People are very zealous to give out 
the cost and understandably so. You might make an appraisal of 
what their cost might be in the various elements. 

Senator Taye. What is your appraisal? 

Mr. CrarKk. You have various elements. You have coal. Their 
coal is a little cheaper than ours. Iron ore, their iron ore should be a 
little cheaper than ours. Their wage rate, the average wage rate in 
the steel industry in Europe Would be about 40 cents an hour. 





| 
| 
) 
| 
| 


Sr tase tay RRR AEN i 2 


‘sarang 


| 








a ae 


| 


MUTUAL SECURITY APPROPRIATIONS, 1954 473 


Senator Toyz. What is the end cost of the product? 

Mr. Cuark. It is very difficult to get at it, Senator. You could 
-— of ingot costs, you could speak of slab cost, you could speak of 
sheet cost. 

Senator Tuy. Let us take those categories and compare them with 
the American product. 

Mr. Crarx. To tell you the truth, Senator, I do not know the 
American costs. I would only have a wild—lI can give you the prices. 
I can give you an approximation of the prices. 


COMPARISON OF PRICES 


Senator Tuysg. All right; let us take it on the prices. 

Mr. Crark. The price of European steel for what is called commerce 
quality, that is made in what we call the Bessemer converter, the price 
of the European steel product compares very well with the American 
price. However, the price of European open hearth, and 95 percent 
of our steel in the States is open-hearth steel, the price of European 
open hearth is from $10 to $15 a ton higher than ours. 

Senator Toyz. Higher than the United States? 

Mr. Crark. Yes. 

Senator Tuy. Due to the fact that your production is limited, 
you do not get the full efficiency of the equipment; is that right? 
Is that the answer? 

Mr. Ciark. That is part of the answer, sir. 

Senator Toyz. What would be the other? Their iron ore is cheaper, 
the labor is cheaper? 

Senator ELtenper. Their mark-up is a great deal higher. 

Mr. Crarx. That is right. They write off a great deal more of 
the maintenance than we write off. In the Schuman area it was a 
cartel arrangement that set the price. 

Senator Turn. Some cartel took it regardless of what the end cost 
was over here at the plant? 

Mr. Ciarx. That is correct. However, I want to make it clear 
that I do not believe that those cartel arrangements are now operating 
in the Schuman area. 


PERCENTAGE OF PROGRAM COMPLETION 


Mr. Wyman. Can you give us an estimate, Mr. Clark, as to how 
much of the program steel capacity over there has been completed? 

Mr. Crark. I would say that our portion, that is to say the facili- 
ties and equipment, are between 85 and 95 percent completed. We 
put in our mills, we have provided the electrical equipment, and most 
of the mills are in operation. 

Mr. Wyman. How have the other countries performed their part of 
the obligations? 

Mr. Crark. That part of the program lags, from my observation. 
The crude steel is not available that was represented by those coun- 
tries that would be available to operate these facilities, in the quanti- 
ties in which they said it would be available. 

Mr. Wyman. Can you give us an idea, Mr. Clark, as to the capacity 
of local economies to absorb or export the output of the planned 
program? 
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WAGE RATES 


Mr. Ciark. May I revert again to the matter of wage rate. Aver- 
age wage rates in the steel industry of Europe will run around 40 cents 
an hour. I would like to compare that to the average wage rates in 
our steel industry in the United States to approximately $2.30 an 
hour. You have to have, I believe, money in the pockets of the 
consumers to buy before you can have production of the kinds of goods 
that come off this equipment. At 40 cents an hour or approximately 
$16 a week in our currency, of course there are various equations you 
can go into about cost of living and convertibility and dollar value, 
and so forth, but with approximately $16 a week in the pockets of 
those people over there, | would say that there would not be very 
much left over to buy refrigerators or metal venetian blinds or metal 
garden furniture or deep freezers and washing machines. Those are 
essentially the products that come off this kind of equipment so that 
it would become incumbent upon those countries to export a large 
part of their production. 


ADVANCE PLANNING 


Mr. Wyman. What can you tell us, if anything, as to your knowl- 
edge of the advance planning on this capacity? 

Mr. Cuarx. As I explained, this all transpired before I arrived in 
Europe. These projects, as I understand them, were all screened 
through various committees, principally what was known as the 
OEEC, the Office of European Economic Commission. After having 
been there screened, they were submitted successively to SRE, which 
was the regional office for Mutual Security Agency in Paris, and from 
there I believe screened here in Washington, when approval or dis- 
approval was extended to the projects. 

Mr. Wyman. By the question I meant, do you know anything 
of the planning as to the abilities of these countries to absorb the 
products once the projects were instituted? 

Mr. Cuiark. No, sir; I do not. 


COUNTRIES INVOLVED IN PROJECTS 


Mr. Wyman. How many countries are involved with steel projects? 

Mr. Ciark. In either iron, or mining or steel products, practically 
every European country is involved. 

Mr. Wyman. In those countries that had steel plants, construction 
work of that nature, what can you tell us as to the follow up by ECA 
or MSA on the work as it progressed? 

Mr. Cuark. In Paris I have seen very few reports, practically the 2 
years I have been there, of visits by representatives of the mission offices 
to the projects. I visited some myself. I would say that in my 
experience there has been very little investigation of the progress. 

Mr. Wyman. One of your duties was to follow up on these, was it 
not? 

Mr. Ciark. That was my original understanding of what my 
duties comprised. 

Mr. Wyman. What changed that original understanding? 

Mr. Cuark. The practice when I got there. 
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Mr. Wyman. Will you describe the practice? 

Mr. Criark. You had this regional office in Paris, then you had 
these mission offices in the various countries, and before anyone could 
go from Paris to any of these regional offices or visit projects, it was 
necessary that they be invited by the mission office into the area 
covered by that mission, and without such an invitation, one did 
not go. 

Senator ELLENpDER. Did not or could not? 

Mr. Ciarx. Could not. 

Senator Turn. Were the invitations indirect? 

Mr. CLark. The invitations had to be solicited, sir. 


ITALIAN PROJECTS 


Mr. Wyman. Have you ever been in Italy, for instance? 

Mr. Cuark. No, sir. 

Mr. Wyman. And you were in charge of the steel projects over 
there with somewhat of a duty to inspect the projects in Italy? 

Mr. Ciarx. That is correct. I made several efforts to go to Italy, 
but I never was invited or permitted to go to Italy. 

Mr. Wyman. There are steel projects, steel construction work in 
Italy, are there not? 

Mr. Crarx. Yes. In Italy the steel projects, the value of the 
steel projects, amounts to $55,456,000. There is a large 80-inch 
continuous mill at a place called Cornigliard (?), which is one of the 
projects that is still not completed but it should go in by the fall 
of this year. 

Mr. Wyman. From whom were these invitations supposed to come? 

Mr. Ciark. From the head of the mission office. 

Mr. Wyman. Are there any steel men, as such, or men with the 
knowledge of the steel industry in those mission offices? 

Mr. Ciark. At the present time there is only one steel man to my 
knowledge, there is only one man with steel-industry experience out- 
side of myself, in the whole of Europe. 

Mr. Wyman. Where is he located? 

Mr. Criark. He is located in Germany, in Bonn. 

Mr. Wyman. Are there any steel projects in Germany? 

Mr. Ciarx. No steel projects in Germany. 

Mr. Wyman. As far as you know, there were no men of steel experi- 
ence in the mission office in Italy? 

Mr. Ciark. There are none now. There was for a time, for 4 or 5 
months there was 1 man in Italy who had had some steel industry 
experience. 

Mr. Wyman. Did you make any particular efforts to follow up on 
these projects, for instance, in Italy? 

Mr. Cuark. Yes. Because I thought it was my function, I made 
considerable. May I just illustrate that with one example? 


OPENING OF HOLLAND MILL 


Last month they had an official opening of one our big mills in 
Holland, a steel band mill at a place called Ijmuiden. Thai is a 
66-inch continuous mill in which we put about $14,500,000. They 
had an official opening to which I received an invitation. The Queen 
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was there, the Prince was there, the representatives from steel industry 
all over Europe were there. I had an invitation and I sent in to my 
organization for permission to attend. I was refused permission. But 
it seemed to me to be of such significant consequences for my country 
that I said, ‘“‘ Very well, I will take annual leave and I will pay my own 
expenses.” 

Senator Toyz. Mr. Chairman, I would like to ask Mr. Clark this 
one question. 

Mr. Clark, what are your recommendations? What is the need? 
What should be done? 

Mr. Crark. I would like to confine my observations to steel, sir. 
That is my field. In the steel field I believe that the European end 
of the program should be completed. 

Senator Ture. What do you mean by “completed?” You say 
that Mutual Security and the United States should step out of the 
picture and leave the steel industry entirely to the local situation? 


SCHUMAN PLAN 


Mr. Crarx. I am sorry I cannot answer your question, yes or no, 
sir. If you will just bear with me a minute, there is the Schuman 
plan and that is a splendid organization. That is in operation and 
that Schuman plan has authority and jurisdiction in this coal and 
steel area. When I say the program should be completed, I mean 
that the European end of the program to complement our part of 
the program, which is 80 to 90 percent completed, the European end 
of the program should also be completed. I do feel that the activity 
in that regard should be carried on through the high authority of the 
Schuman plan, which has the competence and the jurisdiction to do 
that. 

Chairman Briperes. Mr. Clark, during what period were you 
denied the right to go to the opening of the steel mill? 

Mr. Crark. It was about May 15, about 2 months ago. 

Chairman Brinces. In what manner are you supposed to supervise 
the steel industry? 

Mr. Ciark. My ability to travel over there has been somewhat 
restricted now, Senator 


CHAIN OF COMMAND 


Chairman Bripces. From whom do you get your orders? 

Mr. Criark. My Chief. 

Chairman Brinces. Who is your Chief? 

Mr. Crarx. My Chief is a man by the name of Addison Foster. 
I think he took his orders from Mr. Batt in this regard. 

Chairman Brivees. What is Mr. Foster’s position? 

Mr. Cuiark. He is Acting Chief of the Industry Section. 

Chairman BrinGes. Located in Paris? 

Mr. Crark. Yes, sir. 

Chairman Brinces. What is his connection with the whole Euro- 
pean field office? 

Mr. Crark. He is part of the Economic Section of USRO. 

Chairman Brivces. Who is Mr. Foster’s Chief? 

Mr. Crark. Mr. Batt. 
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Chairman Bripces. What is Mr. Batt’s title? 

Mr. Crark. I believe Mr. Batt’s title is deputy for economic affairs 
to the United States representative in Europe. 

Chairman Bripvges. He of course goes through somebody above 
him in Europe? 

Mr. Cuark. Mr. Hughes. 

Chairman Bripces. What is his job? 

Mr. Ciarx. Mr. Hughes is the United States representative to 
NATO and OEEC. 

Chairman Brinvggs. To whom does he report? 

Mr. Crark. It is my understanding he reports to Mr, Dulles. 

Chairman Bripggs. As Secretary of State? 

Mr. Cruark. Yes, sir. 

Chairman Brivggs. That is quite a chain of command. 

Senator ELLENDER. How long have you beep employed? 

Mr. Ciark. By the Government? 

Senator ELLENpDER. Yes. 

Mr. CuiarK. About 2 years, sir. 

Senator ELtenpreR. You have been doing this kind of work for 2 
years? 

Mr. Cuark. Yes, sir. 

Senator ELtenpEr. In Europe? 

Mr. Cuark. Yes, sir. 


DENIAL OF PERMISSION TO VISIT BASES 


Senator ELLenper. What reason was given to you for denying 
permission to visit these bases? 

Mr. Cuark. Generally, the refusals were not accompanied by any 
reason; it cost too much money or it interferred with the mission activi- 
ties. It is very difficult, Senator. 

Senator ELLenpEeR. Did they consider you as an intruder? 

Mr. Cuark. In a sense, yes. You have this regional organization. 
The question has always been do these missions report to the regional 
organization or do they report to Washington. The question in the 
organization apparently is what is the position of this regional organi- 
zation in Paris. Now I understand from the directives we have re- 
cently issued that that position is being somewhat clarified. I am 
speaking about past practices. 


CRITICISM OF PROGRAM 


Senator ELLenprer. Were you in any manner critical of what was 
going on? 

Mr. Cuark. Openly? 

Senator Exuenpmr. Either openly or closed, any way you want to 
put it. 

Mr. Criarx. Under such treatment I could hardly be other than a 
little critical. 

Senator ELtenprer. I am trying to fathom a reason, if I can, as to 
why you were denied. 

Mr. Criark. But I do not think I am any exception, Senator. It 
was applicable to electric power, it was applicable to coal, it was 
applicable to petroleum, it was applicable to the various sectors. 
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Senator ELLenpuR. Although employed for a specific purpose out 
there, you were not able to perform as you thought you should? 

Mr. Cuark. That is correct, sir. 

Senator ELLeNpER. Did you report that to Washington? 

Mr. Cuark. Yes, sir. 

Senator ELLENDER. Or anybody high up? 

Mr. Cuark. Yes. 

Senator ELLeEnpER. What was the response? 

Mr. Cuark. No response, sir. I also sought to get some assistance: 
$227 million steel-industry projects and 1 man designated to 
handle them. 

Senator ELLENDER. Now, you say that, as I understood you, that 
you were maybe critical and you asked whether it was open or closed. 
In either way were you reprimanded in any manner for things you 
did out there? 

Mr. Crark. No, not that I know of. 

Senator ELLenprerR. Where did the criticism stem from? 

Mr. Cuark. My criticism? 

Senator ELLENDER. No. 

Mr. Crark. Criticism of me? 

Senator ELLunper. I did not mean of you, but vou have indicated 
that you asked awhile ago in answer to a question whether what you 
did was criticized by somebody, either your bosses or someone else, 
that is, your activities there. Did you do anything that your bosses 
did not like, in other words? 

Mr. Ciark. Not to my knowledge. 

Senator ELLenpeEr. So that you do not know the reason why except 
that it was Foster that sent you from Paris to Brussels or wherever 
you had to go in order to carry on your work? 

Mr. CrarK. Yes. 

Chairman BripGes. Senator Smith. 

Senator Smirxe. Mr. Clark, did I understand you correctly in saying 
that you had criticized the program and called what you felt were 
errors to the attention of your chief? 

Mr. Ciark. Yes, ma’am. 

Senator Smirx. Did you do that in writing? 

Mr. Crark. No, ma’am. 

Senator Smirx. Only vocally? 

Mr. Crark. Yes. 

Senator Smira. And to whom? 

Mr. Crarx. To my chief. I have been in industry all my life. I 
follow my organization lines. 


REFUSAL TO RECOGNIZE RECOMMENDATIONS 


Senator Smiru. I am just trying to find out what record had been 
made and where there had been refusal to recognize the recommenda- 
tions or the criticism of the man in charge. 

Mr. Crark. I would not know about that. 

Senator Smitx. You only mentioned your feelings about it to your 
immediate chief? 

Mr. Criarx. Yes, ma’am. 

Senator Smita. You do not know what happened from then on? 

Mr. Crark. No. 
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Senator Smirx. How long ago was that? 

Mr. Ciark. That has been on various occasions. 

Senator Smirx. Give us an estimate of the first. 

Mr. Cuark. The recent experience in the middle of May would 
be an example. 

Senator Smira. How far back was your first criticism? 

Mr. Ciark. In 1951, shortly after I got there. 

Senator Smirxa. How often did you make any comment on the 
program? 

Mr. Ciark. With respect to the program? 

Senator Smirx. To the program, your feelings that it was not right. 

Mr. Crark. I am not sure | follow you. I thought you were 
addressing yourself to the matter of inspecting these projects. 

Senator Smiru. I am addressing myself to your criticism. I thought 
you said you felt there were 8 mills and that was too many for the 
future from your point of view. You were asked if you had been 
critical in any way and you said that you had, in May. Now, what 
I am trying to get at is, is that the first time you were critical of the 
program or had you expressed yourself before? 

Mr. Ciark. I had expressed myself before. 

Senator Smirx. When? 


VISIT TO SOLLAC 


Mr. Cuiark. I[ expressed myself I think on the occasion of my first 
visit to Sollac, which I believe occurred in April 52, in the spring of 
1952. 

Senator Smirxa. That was probably the first time in your service? 

Mr. Cxiark. It was the first time. 

Senator Smiru. Then how often did you express criticism? 

Mr. Ciark. I expressed further observations on the occasion of my 
visit to USINOR with respect to the facilities and product. 

Senator Smita. Which was only to your immediate boss? 

Mr. Cuiark. Yes, ma’m. 

Senator Smiru. Or immediate chief. This a very interesting bit of 
testimony, Mr. Chairman, especially in the face of the report that I 
have before me made by ECA when it was stated that if this em 
were carried out it would be way beyond the needs or possibility of 
needs. I think it would be very well for this to go into the record. 
I was reading from the report on the investigation concerning the 
respective use of these plants. 

Chairman Bringes. Thank you. I would like Mr. Wyman to ask 
a couple more questions while Governor Stassen is here. We realize, 
Governor, that you were only recently appointed to this position and 
possibly are not too familiar with it, but the committee has had 
constant complaints. Mr. Clark has illustrated the type of complaint 
we have been getting and we know that you want to clear it up. 

Will you proceed, Mr. Wyman. 


USINOR PROJECT 


Mr. Wyman. Mr. Clark, will you tell us as fully as possible what 
you know of this USINOR project? 


36234—53———31 





480 MUTUAL SECURITY APPROPRIATIONS, 1954 


Mr. Crark. That is a steel mill in the north of France in a village 
called Denain, at which are located blast furnaces, open hearths, and 
blooming mills, and at which we put in a 66-inch continuous mill. 

As a part of that project there is another coal mill at a village out- 
side of Paris called Montdidier. The dollar amount of financing, I 
believe —— 

Mr. Wyman. Before you get into that, what is the distance between 
those two towns? 

Mr. Criark. It would be about 200 kilometers, which would be 
about 120 miles, sir. 

Mr. Wyman. Part of the same mill? 

Mr. Cuark. Part of the same company. 

Chairman Brinces. So that this company has 2 different opera- 
tions, 120 miles apart? 

Mr. Crark. That is correct. 

Mr. Wyman. Continue, Mr. Clark. 

Mr. Ciark. Hot-rolled coils are made at Usinor and then part of 
them are sent to Montetaire to be cold-rolled. The outlet for most 
of the cold-rolled product is automobile companies in and around 
Paris. Before the coils are cold-rolled, they are what we call pickled 
to remove scale and corrosion. There was an old mill at Montdidier 
and there was an old hand mill, sheet mill. There were employees 
there and there were some structures there. It was decided to put 
that cold mill at Montetaire. 

Chairman Brinces. Some of the operations on the same produc 
have to be done in 2 places, 100 miles apart? 

Mr. Ciark. Yes, sir; but that is not unusual as such in the steel 
industry. I would have a hot-roll coil— 

Chairman Bripces. But it is not an efficient operation; is it? 

Mr. Criarxk. That aspect of it could be quite efficient. But if you 
want to sell pickled hot-rolled sheets, you have to send the coils from 
Denain to Montetaire and pickle those coils and then send them back 
to Denain for slitting and sale as hot-rolled sheets. 


SOLLAC OPERATION 


Mr. Wyman. Can you tell us something about this Sollac opera- 
tion? 

Mr. Crarx. That Sollac operation is a tremendous project. The 
dollar financing in Sollac is in the neighborhood of $57 million. That 
is, | would say, the largest industrial project that we have. It is an 
80-inch cold mill and a 46-inch cold mill. That is a very ambitious 
project and very elaborate, including housing developments for 
workers and whole communities. That aspect, however, being put 
in out of national currencies. That project is complete except I 
think the blooming mill which should turn over this month and an 
80-inch cold mill which should go into operation by the last quarter 
of this year. That, as I say, is the largest steel-industry project that 
we have, and I believe also the largest single industrial project. 

Mr. Wyman. How many dollars are involved? 

Mr. Ciarx. MSA financing approved for that amount to some 
$57,000,834. 

Mr. Wyman. When was the project started? 
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Mr. Ciarx. Ground was broken for that project in December 
1949. By the end of 1949. 

Mr. Wyman. You say it is completed now? 

Mr. Crarx. Except for the blooming mill and the 80-inch cold 
mill and the tinning lines. As originally coaceived, the one was 
to be taken up in two stages. The first stage is completed. The 
second stage is not completed. 


PROGRESS REPORTS 


Mr. Wyman. What can you tell us as to inspections by MSA or 
SRE cfficials and progress reports as this work went on? 

Mr. Crark. In the 2 years I have been there I went to Sollac I 
believe 3 times. One of those occasions I was accompanied by some 
people with the French mission. How many other visits have been 
made there by people of the French mission, I am sorry I could not 
tell you. 

Mr. Wyman. Do you know if there were any progress reperts in 
the files when you got there? 

Mr. Cuiark. Yes; there were; there were two progress reports by 
my predecessors. 

Mr. Wyman. Going back to this Usinor project, Mr. Clark, we 
understand there is some question as to the cooperation of the local 
country in contributing their part of the program. My attention 
has been called to the furnaces that were given as an excuse for the 
delay in that. What can you tell us about that? 

Mr. Cuark. There were three open-hearth furnaces which came 
from Germany as reparations to Usinor, which were to provide the 
crude steel necessary to operate the facilities which were there and 
which we also were putting in. Those open-hearths were 120-ton 
tilting open-hearth furnaces which had been revamped to 150 tons and 
should produce about 300,000 tons a year. They lay on the ground 
at Usinor from 1949 until the middle of 1952 when work was started 
on the open-hearth structure. One of those open-hearths went into 
operation in December 1952 or January 1953, and the others are now 
under construction. They ought to go in this year. 

Mr. Wyman. Is that an unreasonable delay in putting those in? 

Mr. Crark. That is not very fast workmanship. Why they were 
not put up, I do not know. It may have been finance, it may have 
been a lot of reasons. 

LOCAL CONTRIBUTION 


Senator Taye. Who was putting up the money, Mr. Clark? 

Mr. Ciark. That was a part of local currencies for the erection of 
the cold plants. 

Senator Tuyr. The local currency would come from? 

Mr. Cuiark. From France. 

Senator Toye. From the taxpayers? It would not come from 
counterpart funds? 

Mr. Ciark. It could have. 

Senator Turn. There were no questions but what the counterpart 
funds were available because they were there. 

Mr. Ciagkx. They may have been available, sir. 

Senator Tuyr. Or do you think it was deliberate? 
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Mr. Crark. No; I do not think it was deliberate. I think it was 
just lack of attention. 

Senator Tuyr. You mean someone did not take the question up to 
give it consideration? 

Mr. Criark. That is French, if I may say so, Senator. Things do 
not move very fast over there. 

Chairman Bripges. In line with Senator Thye’s question, Was any- 
thing done to check up on performance by the beneficiaries of their 
obligations to put up local currency for construction cost of machinery 
and mills in Europe? 

Mr. Ciark. Not that I know of. 

Chairman Bripeges. As far as you know, it might have been 
counterpart funds, local currency, or anything? 

Mr. Ciark. Yes, it might have been private funds, I do not know. 

Mr. Wyman. Mr. Clark, this committee is trying to determine the 
reason for certain large unexpended balances in this program. Did 
you have very much administrative difficulty in executing the projects? 

Mr. Cuiark. Not in my steel sector. The steel sector, as I say, is 
practically 85 percent completed out of $227 million approved—$200 
million has been authorized and $186 million has been paid. 

Mr. Wyman. If certain projects were programed, it would not 
take much time to get approval of the project? 

Mr. Cuark. In my steel industry, no, sir. 


ASSISTANCE OF MSA PRODUCTIVITY PROGRAM 


Mr. Wymay. I have one other question. What can you tell us as 
to the assistance that the MSA productivity program lends to the 
steel industry in Europe? 

Mr. Cuiark. There are no secrets in steelmaking or in the steel 
industry. My general observation is that there are not any secrets in 
industry in any event. In certain respects the European steel indus- 
try was considerably advanced beyond our industry, particularly in 
the field of using oxygen in either blast furnaces or in open-hearth to 
cut down the heat time and increase production. Certain other 
operating techniques the European industry was ahead of us. Those 
practices are in my observation generally well known by engineers in 
Europe and in the United States. I would have great question as 
to whether the productivity and technical assistance theories were 
applicable, as conceived under MSA, were applicable to my steel 
industry, except there was one very good project, a boring project. 
Where we develop a certain project, technique, to save scarce alloy 
metals and Europe can benefit by that. We send two men from the 
United States to Europe in the various countries to encourage the 
Europeans to save nickel and to save malloy and scarce alloy elements. 

Mr. Wyman. Is the net result of your answer that you see no need 
for a productivity or technical assistance program in Europe in con- 
nection with the steel industry now? 

Mr. Crark. No, sir. There is not anything that the industries 
themselves cannot, take care of. 

Senator ELLENpER. Except it might be well for them to come here 
and show us how, if they know better than we do. 

Mr. Ciark. Or else they might pay us to go overjand take a look at 
it. 
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Chairman Briperes. Thank you very much, Mr. Clark. We ap- 
preciate your coming here at the request of the committee and straight- 
forwardly answering the questions addressed to you. 

Mr. CLark. Thank you, sir. 


NUMEROUS REPORTS AND COMPLAINTS 


Chairman Bripgrs. Governor, before we proceed further, the com- 
mittee has received a great many reports and complaints regarding 
the Mutual Security Program. We realize, as I mentioned a moment 
ago, that you just recently assumed this position, and that you cannot 
know and are not responsible for them, but you will be in the future. 
From the statement of Mr. Clark, you get an example of what is 
evidently buck-passing and layers of ‘authority that is prevalent over 
there, and those matters have been brought to the attention of this 
committee by our investigating staff and other individuals. 

For instance, in confidence, we have interviewed a number of your 
own staff who have told us very shocking and disturbing things. As 
a result of Mr. Clark’s statement and for the benefit of the Committee, 
we hope that you will give assurance to the committee that you will 
look into that very much in this coming year. 


OFFICE OF THE DIRECTOR 


STATEMENT OF HAROLD E, STASSEN, DIRECTOR, MSA, AND JOHN 
E, MURPHY, COMPTROLLER, MSA 


GENERAL STATEMENT 


Mr. Srassen. Mr. Chairman, thank you for your comment. 

I heard most of Mr. Clark’s statement. As you know, I called him 
back from Paris at the committee’s request in order that you could 
talk to him. 

Chairman Bripcgs. You have been very cooperative. 

Mr. Strassen. His testimony does present the fundamental way in 
which we are moving in Europe. I would be glad to very concisely 
state it to the committee. The business evaluation teams which I 
asked to go to Europe and to other parts of the world, immediately 
when I took office went over in February, came back with a unanimous 
recommendation that we should change the Paris regional office 
approach and also our whole attitude toward the countries. They 
said, in effect, that it was high time that we said to these countries the 
responsibility is yours to get these projects finished and get them 
underway. They said the longer we have a European regional office 
with men in a regional position moving around through the countries 
and telling the countries what to do in a supervisory way, the longer 
would be the delay in the sense of responsibility on the part of the 
European countries themselves for winding up these things. So they 
said in effect that men in Mr. Clark’s position are fifth wheels on the 
wagon in Europe and they said we should get out of that business. 
This was the businessmen of America in these teams that looked it 
over. 
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REMOVAL OF PARIS OFFICE FROM SUPERVISORY BASIS 


So we have pulled the Paris office out of this supervisory basis. 

While I do not know of the exact circumstance of this man not 
having permission to go to another country, I assume it jis a part 
of that changed policy that these men in Paris are not only to be 
terminated but they are not to wander around from country to country 
endeavoring to tell them what to do. 

The businessmen felt that even though many times they may be 
correct in what they tell the country, that that is not the way to 
get it done. They pointed to these lags that have happened and 
they said, ‘‘Put the responsibility on the European country itself.” 

Now, that is the change that we are going through. They say 
that we will get better results in completing these projects and putting 
them in the right shape that way than if we try to continue to bear 
responsibility under the supervisory role. So we are making that 
fuasdamnentel ohougy in the whole approach to the European countries 
at the present time. 

Chairman Bripces. Governor, the evaluation teams also recom- 
mended you eliminate the Paris office, did they not? 

Mr. Strassen. That is right, and that is what we are doing at the 
present time. The Paris office becomes only a multilateral representa- 
tion of the United States to NATO and OEEC and does not have 
authority over these various country programs. We no longer have 
four Ambassadors over there. We have just the one Ambassador to 
NATO and the French Ambassador in Paris. 

Chairman BrinGes. In the budget which you have requested for 
the Paris office, how much are you reducing your personnel? 


REDUCTION OF PARIS OFFICE PERSONNEL 


Mr. Strassen. The Paris personnel combined in the Paris mission 
and SRE mission is going down about 40 percent, as I remember. 

Chairman Bripegxs. Please proceed. Governor. 

Mr. Stassen. The budget we are submitting for all agencies is 
654 man-years compared to 1,021 man-years in that office. In other 
words, it is a 40-percent reduction in what we are submitting for that 
Paris office. 

VISITATION REFUSALS 


Senator ELLENDER. Governor, as Mr. Clark testified, this refusal 
to visit other countries started out in May of 1952, before this recom- 
mendation you have been talking about. 

Mr. Srassen. I thought he said this May—this year. 

Senator ELLenpER. The refusal started back in 1952. 

Mr. Cuiark. Yes. AsI recall, I got there October 1951. It was in 
effect early in 1952. 

Senator ELLenprer. That you were refused, so that it took place 
before this recommendation to which you referred. 

Mr. Strassen. I have not looked into the question of that—what the 
prior situation was—but I think maybe the most recent thing reflects 
the change of policy and pulling down of the overgrown SRE office, 
Really, I felt that the criticism of too many Americans in Paris was 
a justified one when I came in and we started to move away from that 
approach. 
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FURTHER DISCUSSION OF PARIS PERSONNEL REDUCTION 


Senator Smiru. I think you said you were reducing the Paris office 
personnel about 40 percent? 

Mr. Strassen. That is right. 

Senator Smita. How many would that leave in numbers? 

Mr. Murpuy. The total for all agencies would be 654.3 man-years. 
The dollar cost for the office in 1954 fiscal year is estimated at 
$5,465,000, which compares with the $11,114,339 in fiscal year 1953. 

Senator Smirx. Then you still have nearly a thousand people or 
there would still be nearly a thousand. 

Mr. Strassen. For all agencies—this is Defense, Treasury, State, 
and MSA representation as we now plan it—it will be 650 on the 
average. 

Senator Smiru. The 40 percent applies to the same group—the 40 
percent decrease. 

Mr. Srassen. That is right. 

Chairman Brinags. The 650 is after you take out 40 percent? 

Mr. Srassen. That is right. It was about 1,100 and it has come 
down to 600 for all these agencies. 

Senator SmiruH. Those are Americans that have been taken over 
from here? 

Mr. Murpny. That includes 328.7 man-years of local personnel 
and American man-years of 335. 

Mr. Strassen. It is about half and half. 

Senator ELttenpeR. How much funds did you spend when this 
larger force was being engaged? 

Mr. Srassen. It was running $11 million a year. We are cutting 
it down in our proposal now to something over $5 million a year. 

Senator ELLENDER. So that you are cutting the number of people 
down in proportion almost to the amount of money that we are 
giving you? 

Mr. Srassen. This is the cost for the people, the cost for the ad- 
ministration. 

Senator ELLeEnpER. How much were you spending when you had 
1,100 people? Ido not mean salaries; I am talking about the amount 
of money you administered. 

Mr. Strassen. The overall defense and economic activity will be, 
if anything, at a higher level because we are finally getting deliveries 
of equipment and we are getting this offshore procurement going. 
So I would say in Europe as a whole we will have a higher level of 
activity. We will be finally carrying out the things that the Congress 
has voted. 

Senator ELLENDrER. That is because of NATO’s activity? 

Mr. Strassen. That is right. 


REDUCED ECONOMIC AID 


Senator ELLenpgerR. As I understood in previous testimony, the 
amount of ECA funds is being reduced greatly; that is, for economic 
aid. 

Mr. Stassen. The amount of economic aid is coming down 
sharply; that is right. 

Senator Ettenper. Exactly. How much economic aid were you 
handling when you had the thousand—1,100—people, in contrast 
to the amount of purely economic aid you now have? 
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Mr. Strassen. You understand economic aid is just one phase of 
what they were doing. In other words, this includes the personnel 
that is engaged in the offshore procurement under the defense part 
of the program and in the relationships in the NATO organization 
to the whole flow of equipment and the annual review and all those 
things. So the economic aid is just one part of their total activity 
in the United States interest there. 

Senator Exnenper. Is it your contention, Governor, that you are 
handling more funds, more money, with 40 percent less people? 

Mr. Strassen. That is right, in actual activity. The next thing is 
the matter of volume of steel. I realize that it is Mr. Clark’s view, as 
he has expressed it, that there is now too much steel capacity in 
Europe, on the finished steel side, and that the crude steel bad not 
been brought up to the point where it could use that level. It is my 
judgment, from what I have gone into thus far, that that is not cor- 
rect; that is, that by getting the steel bases there we are now rapidly 
moving to expand Europe's defense effort from their own industries 
and of course steel is the very basis of expanded effort in Europe from 
their own industry. 

There is a tendency of steelmen to always resist expanded volume. 
You will remember it in this country a few years ago when there was 
an attempt to expand the steel base and there was a lot of resistance to 
it from the steel industries. Yet today steel has recently gone up in 
price in this country even on the expansion which was pushed through. 

I believe to expand the European economy so that they have a 
better defense effort from their own resources and to lift the standard 
of living of the workers of Europe, you need a lifting wage level in 
Europe, you must get better wages in Europe, a better distribution 
of consumer goods and a greater defense effort of Europe from its own 
resources, 

SCHUMAN PLAN 


I think the Schuman plan, now, is moving to get greater steel, 
crude steel, production and greater coal production to make a better 
use of the facilities that are there established. 

Senator ELtenper. I thought that his criticism was leveled more 
at this point, that there was too much finished product capacity for 
the amount of crude steel. 

Mr. Strassen. That is right. 

Senator ELLenper. He is right about that; is he not? 

Mr. Strassen. And the crude steel side is now being expanded under 
the Schuman plan. 

Senator ELLeEnpDER. Why should they not work together? Why 
should they proceed to expand the finished product when they did not 
have the raw product with which to make the finished product? 

Mr. Strassen. The delay in crude steel expansion was unfortunate. 
I think it was part of the delay in bringing the Schuman plan into 
being, and those cartels are now losing their influence in Europe 
through the Schuman plan in the competition of steel between the 
six countries. 

Senator ELLENDER. Are we to understand when this program was 
started it was contemplated to have the crude steel production of 
such volume as to take care of the finished product? 
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INCREASED EUROPEAN STEEL PRODUCTION 


Mr. Strassen. Thatisright. The overall steel production in Europe 
has gone up from the prewar 1938 of 45 million metric tons to this year, 
64 million metric tons. Let me also point out that is not as rapid 
an increase as the best intelligence estimates are that has been taking 
place in the Soviet Union. So 1 personally do not think it is correct 
to say that we are expanding Europe’s steel capacity too much when 
the rate of expansion is not as rapid as it is in the Soviet Union. 

Senator ELtenper. Then, Governor, is it your view that as soon 
as this production of crude is raised to the point where it was originally 
contemplated that there will be enough crude production to supply the 
finished mills? 

Mr. Strassen. I would say, relevant to Mr. Clark’s testimony, we 
are now endeavoring to move in 4 respects: 1, to put more responsi- 
bility on the countries themselves to work these problems out; 2, to 
encourage the Schuman organization and their expansion of crude 
steel and coal production; 3, to have Europe carry a greater portion 
of its own defense-production load out of the steel capacity; 4, to 
encourage their raising of the wages of the workers in Europe so that 
they can use more consumer goods and use more steel in that way in 
the lifting standard of living. 

Those are the 4 policies we are moving on in these last 5 months that 
are relative. Then the fifth thing, which is not of major nature, but 
it is in accordance with our own business evaluation teams, we are 
taking the Paris office out of the countries’ business and making it 
only multilateral in its nature. 

Chairman Bripess. Governor Stassen, the committee would like 
to recess shortly and reconvene again at 2 o’clock, as we are on a long 
schedule; however, we would like to question you and your associates 
further. We will resume the hearings at 2 p. m, 

We are not going to attempt to finish today, as we are going into 
various phases of the program the following week, but it looks now as 
though we are beginning to make progress. 

It is our understanding that you are prepared to discuss the multi- 
lateral activities this afternoon, and also the Children’s Fund. 

Mr. Strassen. We are prepared on all the multilateral matters, the 
Children’s Fund and United Nations technical assistance and other 
multilateral activities. That was the request of the acting chairman 
last evening. I believe that some of the other witnesses, I believe 
Andrews is here, some of the detaiis on point 4 were exc used until 
Monday. But we will have a substantial number of people here and 
we will move with you and I will stay here as long as the committee 
desires. 

Chairman Bringes. I think we might run until 6:30 or 7 this 
evening. 

Mr. Strassen. Do you want to start with the Children’s Fund? 

Chairman Brinegs. Yes. 

Mr, Strassen. I have a luncheon engagement. I wonder if I could 
return at 2:30. You could start with the other witnesses right away. 

Senator Turn. We will meet at 2 o’clock and the witnesses who are 
designated to testify can be heard, until you return from your 
luncheon. 
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Mr. Strassen. Mr. Ohly, my program deputy, will start out at 2. 
Thank you very much. 
|(Whereupon, at 12:30 p. m., a recess was taken until 2 p. m.) 


AFTER RECESS 
MULTILATERAL ORGANIZATIONS 


STATEMENT OF JOHN H. OHLY, DEPUTY TO DIRECTOR, MSA, FOR 
PROGRAM COORDINATION 


MULTILATERAL TECHNICAL COOPERATION 


Senator Tuyr. We will come to order and proceed. 

Mr. Onty. Mr. Chairman, we turn to chapter V of our request 
which involves contribution to multilateral organizations. 

For the record, I think I should state that it appears at page I-55 
in the budget estimate submitted, with details of the specific program 
following on succeeding pages; and I will call the pages to your attention 
as we cover particular items. 

You will also find narrative material relating to these programs 
beginning on page II[I—162, which are the very last pages in the book, 
if you wish to turn to them when individual witnesses are talking on 
the program. 

The first item on this is the “Movement of migrants,” and the 
witness for the executive branch is Mr. George Warren. 

Senator Ture. You may proceed, Mr. Warren. 


MOVEMENT OF MIGRANTS 


STATEMENT OF GEORGE L. WARREN, CHIEF OF REFUGEES AND 
DISPLACED PERSONS STAFF, BUREAU OF UNITED NATIONS 
AFFAIRS, DEPARTMENT OF STATE 


GENERAL STATEMENT 


Mr. Warren. Mr. Chairman, appearing at section III, page 162, 
I just want to make certain that an error in the figure in the fourth 
paragraph has been corrected. In the second sentence it starts, “Of 
this amount, $2,147,000 is for the contribution to the administrative 
expenditure.”’ The correct figure is $715,595. 

Senator THyr. You mean that was just a printing error, it was not 
a correction in the figure itself? 

Mr. Warren. The figure $2,147,000—— 

Senator Toye. Yes; I have the figure before me. It is not a 
correction in the program itself, it was a typographical error when they 
set up the $2,147,000? 

Mr. Warren. The higher figure $2,147,000 is the total of the 
administrative expenditures of the committee. Our contribution to 
the administrative expenditure is $715,595. 

Senator Ture. Thank you. 
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AMOUNT REQUESTED 


Mr. Warren. Now, Mr. Chairinan, the request involved here is 
for $10 million, which is the third request of this character and in the 
same amount as in previous years. 

Senator Tuys. I noticed as I looked at the record that actually in 
fiscal 1952 there was $10,000,000 appropriated to this item and then 
actually in fiscal 1953 there was $8,190,500, and that in fiseal 1954 
there is a request for an increase. How do you justify the request 
for an increase over what you had last year? 

Mr. Warren. There are two explanations for that, Mr. Chairman. 
In 1952 Congress appropriated the $10 million and that $10 million 
was obligated to the committee, but it was obligated on the condition 
that the committee would achieve a total movement of approximately 
100,000. The contribution would be made available only in the full 
amount if the committee achieved the total budgeted movement of 
100,000. The committee did not achieve that total and consequently 
$8,950,000 was finally paid out to the committee in 1952. It con- 
stituted a saving on the authorization and appropriation of $1,050,000, 
which came back to the Treasury in 1953. 


19538 AUTHORIZATION 


Now, for the calendar year 1953, $10 million was originally author- 
ized but the amount ac tually appropriated resulted from a percentage 
cut in all the items of the appropriation bill which brought the 
$10 million down to $9,240,500. That amount, $9,240,500, has been 
obligated to the committee already and is available to the committee 
in the event that it achieves its total budgeted movement for 1953, 
which is 120,000. 

So the entire $9,240,500 which resulted in an across-the-board cut 
in MSA items in last year’s appropriation has been obligated and is 
available to the committee if it achieves its entire budget of movement 
of 120,000 for 1953. 

Senator Toys. What leads you to believe that you need $10 million 
for 1954 because your history is that you have not spent such a sum 
in the past vears? 

Mr. Warren. That is true, sir. The reason for that is that in 
1952, in the summer of 1952 and fall of 1952 we ran into a slump in 
movement. 

Senator Tuyr. What was the reason for that slump? 

Mr. Warren. First, the termination of our DP bill in the United 
States and the reduction in the number of immigrants received both 
in Canada and Australia, which are the two main receiving countries, 
for internal political and economic reasons. 

Now, the movement has begun to pick up again. In fact, in June 
we moved 7,000 persons out of Europe and we hope to achieve over 
10,000 or 12,000 monthly in the coming summer months. We believe 
that the movement is going to increase progressively and 140,000 
are budgeted for movement in 1954. 


FUTURE APPROPRIATION NEEDS 


Senator Tuyr. How many years will this appropriation be needed? 
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Mr. Warren. We are assuming, Mr. Chairman, that we will, that 
it will probably be in the interest of the United States to support this 
program for a period of at least from 3 to 5 years in the future. What 
we are trying to do is to reduce the estimated surplus of population 
in Europe of three and a half million which has resulted from various 
emigration stoppages resulting from the war. 

Senator Tuyz. Where are most of these folks coming from? 

Mr. Warren. From Germany first. There are in Germany about 
a million and a quarter landless peasants who are Eastern Europeans, 
members of the Satan European German minorities who came into 
Germany immediately after the war, were transferred into Germany 
immediately after the war, some 9 million of them. Among those, 
about seven and a half million have been fairly well absorbed, but 
there are left a million and a quarter peasants in that group, who have 
not been able to find land for farming in Germany. 

Senator Ture. Are they bona fide farmers? 

Mr. Warren. They are bona fide farmers and wish to continue as 
farmers. They cannot get land in Germany. Some of them have 
gone into industry, but in the main they represent an obvious identifi- 
able surplus group in Germany. Of course, the numbers are being 
added to by the flow of German refugees into West Berlin at the present 
time. 

EXCESS POPULATION IN ITALY AND THE NETHERLANDS 


Moving on to Italy, the surplus group in Italy is estimated at some 
2 to 2% million. In the Netherlands, the Netherlands excess popula- 
tion, if you will, is estimated at approximately 150,000 a year. Of 
that 150,000, they can absorb in their present economy in the neighbor- 
hood of 80,000, and they recognize that they have to find possibilities 
of emigration for in excess of 60,000 persons annually over the next 
5 to 7 years. 

Senator Toye. Have you worked with this program from its 
beginning? 

Mr. Warren. Yes. I was active in it when the committee was 
established on the initiative of the Congress in Brussels in December 
1951. I have followed it constantly since its beginning. 

Senator Turse. Were all of these displaced persons you are con- 
templated, refugees, are they all going to come to the United States? 

Mr. Warren. No. 

Senator Taye. You are planning to locate them anywhere in the 
world? 

Mr. Warren. Mr. Chairman, if you look at section I, page 56, you 
will see the actual movement in 1952 from and to. 

Senator Ture. What nation absorbed the most of them? 

Mr. Warren. Canada and Australia, apart from the United States, 
are the countries that take most of them, but the movement to Latin 
America is increasing, also. Canada will take out of Europe this year 
somewhere in the neighborhood of 190,000 persons. Australia will 
take eighty to one hundred thousand 

Senator ELLtenpeEr. Is that under the regular system of permitting 
immigrants to come in or is it extras we are being called upon to—— 

Mr. Warren. No; that is their total intake. The committee is 
active in trying to increase the normal movement. 

Senator Toyz. When you say ‘‘Committee,”’ you mean our repre- 
sentatives? 
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INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN MIGRATION 


Mr. Warren. No; this Intergovernmental Committee for European 
Migration to which we make this contribution. That is what I mean 
by the Committee, the Intergovernmental Committee for European 
Migration 

Senator Tuyr. This $10 million is our contribution for that purpose? 

Mr. Warren. Yes. 

Senator Tuyr. What is the entire fund? What is the entire budget 
for this commission? 

Mr. WarrReEN. For 1954, about $40,400,000. 

Senator Tuyr. We are putting up about $10 million? 

Mr. WarrEN. Yes. For 1953, it was about $36 million. 

Senator Toye. What is the purpose of this commission? 

Mr. Warren. The purpose is to move out of Europe migrants, 
ordinary emigrants and refugees who would not otherwise be moved. 

Senator Toye. You mean by that those who cannot come under a 
quota fixed by the various countries that have a program to take in 
immigrants? 

Mr. WarrREN. No. We are assuming, Senator, that about 300,000 
persons move out of E_rore annually either on their own steam or 
through some unilateral action of one government or bilateral action 
of two governments. We also assume that in order to avoid the 
possibility of economic and political disturbance, explosion, if you 
will, in Europe, about 700,000 persons ought to be moved out of 
Kurope, about 700,000 persons ought to be moved out of Europe 
during the next 3 to 5 or 7 years. 

Senator Tuyen. That is where your commission comes in. 

Mr. Warren. Yes. We are trying to increase that 300,000 
movement that moves normally by moving another 100,000 under 
the auspices of this Committee. In other words, we are adding about 
a fourth of the total movement that would not take place unless the 
Committee was active. 

Senator Toye. Then this commission is really encouraging this 
migration? 


GOVERNMENTS REPRESENTED ON COMMITTEE 


Mr. WarrEN. Yes, it is encouraging and facilitating and trying to 
increase the movement. The committee is composed of 22 govern- 
ments. 

Senator Taye. To what extent does this commission obtain the 
consent of other countries to take them in? 

Mr. Warren. The other countries are represented. 

Senator Taye. | mean like our country. 

Mr. Warren. The other countries are all represented on the 
Committee, Canada, Australia, Brazil, Chile, Venezuela, all of the 
immigrant-receiving countries are represented on the Committee. 

Senator Turn. Have you any yardstick to go by to determine 
which country to take what? 

Mr. Warren. Each country determines how many it will take. 

Senator Toyz. The commission does not go into that at all? 

Mr. Warren. No; the commission cannot interfere with the indi- 
vidual government’s decision as to how many they will take. The 
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Committee is trying to help these governments to take more in various 
ways, by helping them with technical services on both ends of the 
movement, both in processing and in placement after they arrive. 


CONTRIBUTIONS OF FOREIGN COUNTRIES 


Senator Taye. Have the other nations, Mr. Warren, made their 
full contributions? 

Mr. WarkeEN. Yes. 

Senator Tuy. For instance, you are asking for $10 million here. 
There is no doubt about what this program is set up and that each 
nation is asked for an amount and they have agreed or committed 
themselves. Have they always furnished the money in accordance 
with their commitments when the program was developed? 

Mr. Warren. Yes. I should explain that the contributions to 
the administrative expenditures are obligatory on the members and 
they are made on a set adopted scale. There is a scale of contributions 
to the administrative expenditures. In 1952 every member govern- 
ment paid its full contribution that was due except one, Paraguay, 
which joined in the last month in December 1952. The contributions 
to the operational expenditures are voluntary. 

Now, on that score in addition to the contributions which the 
member governments make as a matter of obligation to the adminis- 
trative expenditures, they also contribute to the actual cost of move- 
ment. 

For instance, the Netherlands and Canada together reimburse the 
committee for the cost of all movement from the Netherlands to 
Canada. Germany makes a contribution of $60 a head for every one 
that the committee moves out of Germany. Italy does the same. 

In Brazil, Brazil pays for the full cost of the movement of the head 
of the family. If the family comes from Italy, Italy pays $60 a head 
for each other member of the family and the Committee out of its 
funds supplies the deficit in the movement of that family. 

Senator Toys. In which manner is the United States functioning? 

Mr. Warren. Out of that $10 million we pay about $755,000 as 
a matter of obligation to the administrative expenditures and the 
balance of our contribution goes into the operational expenditures 
and it is out of those funds that the committee pays for this deficit. 


CONTRIBUTIONS TO OPERATIONAL FUND 


Senator Tuyn. Do the other nations make a contribution to the 
operational fund? . 

Mr. Warren. Yes. In fact, Mr. Chairman, I have some charts 
here that I can insert in the record which will show each character 
of contribution which each government makes. 

Senator Tuyr. That will be placed in the record. 

Mr. Warren. I can place that in the record for 3 years. 

(The information referred to follows:) 
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Intergovernmental Committee for European Migration contributions of government 
members 





























1952 
Be ng Cash con Cash con- re 
Member governments tributions to | "ibutions to | tributions to processing Total con 
= aiiieniaath administra- | operetional tributions 
ulm inistra- <p ory onal oi ation ind reception 
tive expenses | UVE expens capenses expenditures 
United States 33.3 $785, 567 $8, 164, 433 $8, 950, 000 
Australia 6.2 146, 262 1, 318, 341 $309, 720 1, 774, 323 
Austria 1.4 33, 027 605, 660 638, O87 
Belgium 2.6 61, 336 100, 000 161, 336 
Brazil 4.4 103, 708 241, OO5 195, 940 540, 743 
Cc 8.4 198, 161 833, 706 177, 060 1, 200, 017 
Chile 1.0 23, 500 26, 480 50, 070 
Denmark 1.14 27, 000 27, 000 
France s 198, 161 198, 161 
Germany 8 198, 161 $42, 280 2, 105, 180 2, 645, 621 
Greece 1.4 33, 027 12, 333 10, + 55, 634 
Israel 029 7, 000 14, 780 21, 780 
Italy 8.4 198, 161 700, 000 637, 395 1, 535, 556 
Luxembourg 1 2, 359 2, 340 
Netherlands 2.6 61, 336 2, 220, 707 552, 860 2, 834, 903 
Norway 17, 000 17, 000 
Paracuay 10, 000 10, 000 
Sweden 2.6 61, 336 , 336 
Switzerland 2.6 61, 336 04, 057 
Venezuela 1.0 23, 590 29, 760 
lriest« 26, 660 
Additional assessments 108, 852 
United States Displaced persons 
Commission 2, 864, 254 
United States escapee program 165, 141 
Miscellaneous movements 161, 597 
IRO movements 2, 273, 096 
Far East Fund 1, 035, 018 
Interest on investments 70, 200 
Total 94.09 2, 359, 060 20, 622, 918 4, 665, 109 27, 647, O87 
1953 
United States 33.3 $7 $8, 524, 905 $9, 240, 500 
Argentina 4.75 101, 983 800, 000 $400, 000 1, 301, 983 
Australia 6. 69 143, 634 848, 000 532, 000 1, 523, 634 
Austria 1. 51 32, 420 130, 000 715, 000 877, 420 
Belgium 2. 80 60, 116 100, 000 160, 116 
Brazil 4.75 101, 983 690, 000 460, 000 ‘ 
Canada 9. 06 194, 518 2, 992, 000 374, 000 : 
Chile 1. 08 23, 188 44, 000 100, 000 167, 188 
Costa Rica 14 3, 005 20, 000 23, 005 
Denmark 1. 23 26, 408 50. 000 76, 408 
France 9. 06 194, 518 250, 000 444, 518 
Cermany 9. 06 194, 518 2, 568, 000 2, 354, 000 5, 116, 518 
Greece 1. 51 32, 420 158, 984 | 275, 000 466, 404 
Israel 54 11, 504 64, 000 | 75, 504 
Italy 9. 06 194, 518 2, 400, 000 2, 200, 000 4, 704, 518 
Luxembourg 22 4,723 4,723 
Netherlands 2. 80 60, 116 2, 425, 000 533, 500 3, 018, 6 
Norway 77 16, 532 50, 000 66, f 
Paraguay . 45 9, 662 50, 000 59, 662 
Sweden 2. 80 60, 116 150, 000 210, 116 
Switzerland 2. 11 45, 301 100, 000 145, 301 
Venezuela 1. 08 23, 188 $1, 000 150, 000 251, 188 
‘Trieste 500 258, 000 5410, 500 
Escapee program oF . 500 656, 500 
Miscellaneous movements 218, 100 45, 900 264, 000 
Far East fund 7 700, 000 700, 000 
New contributions required . 1, 755, 030 | 1, 755, 030 


Total.. ° 104. 80 2, 250, 056 25, 974, 019 8, 531, 400 36, 755, 475 
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Intergovernmental Committee for European Migration contributions of government 
members—Continued 




















1954 
| 
Percentage Cash Cash | Credits al- 
se*le of con- Lee Bs con. | lowed for 
Member governments tributions to | ‘ibutions to | tributions to | processing Total con: 
odmniniatra.. | administra- | operations! and reception tributions 
tive expenses | HVE expenses) expenses | oy nencitures 
| een ie erent oe arte ! patutpemvesseniemanemmnel aonaeeiiindinitintatinaninem 
Wie Ree. oan tewee 4 33.3 $300,000 | $9, 200, 000 |. $10, 000, 000 
Argentina. _. ee wes eri 4.75 | 114, 000 1, 120, 000 $560, 000 1, 794, 000 
Australia___- én odeak 6. 69 160, 560 986, 000 624, 000 1, 770, 560 
FE sciwtces tad: ateabeeen a 1.51 | 36, 210 152, 000 836, 000 1, 024, 240 
Belgium ___ latin dead 2.80 | 67, 200 100, 000 |... 167, 200 
Brazil. - a tilak a dita 4.7 114, 000 705, 000 470, 000 1, 289, 000 
Canada___. eonenie 9. 06 217, 440 3, 712, 000 | 464, 000 4, 393, 440 
c— cmpeeeeee 1. 08 | 25, 920 116, 000 140, 000 281, 920 
‘osta Rica_. a iihites vee 14] 3,360 |......-. .| 20, 000 23, 360 
Denmark 1, 23 | 29, 520 50,000 |___ 79, 520 
France 9.06 217, 440 | 250,000 |__. é 467, 440 
Germany 9. 06 217, 440 3, 000, 000 | 2, 750, 000 5, 967, 440 
Greece __. : 1. 51 36, 240 165, 000 313, 500 514, 740 
Israel . os 4 | 12, 960 . 92, 000 101, 960 
Italy 7 a 9.06 | 217, 440 2, 940, 000 | 2, 695, 000 5, 852, 440 
as-->- --===----| .22 5, 280 | ---- eae , 
Netherlands Fee Secbes <3 2.80 67, 200 | 2, 700, 000 572, 000 3, 339, 200 
Norway. -- ele. cal 77 | 18, 480 | 50, 000 | __- 68, 480 
Paraguay -... bites Se 45 | 10, 800 |... 50, 000 60, 800 
Sweden on 2.80 | 67, 200 | 150, 000 |___- ‘ 217, 200 
Switzerland ___.___-. Sein 2.11 50, 640 | 100, 000 | __- 150, 40 
Venezuela ala nse 1. 08 25, 920 | 210, 000 | 200, 000 435, 920 
Trieste _ bce ae 210, 000 220, 000 460, 000 
Fsecapee program. ee é | 700, 000 |....__. 709, 000 
Miscellaneous movements.___. | 359, 360 | 75, 640 435, 000 
Far East fund conl fete ss Jedeece tel emhhk 
New contributions required _ - - ; 797, 220 797, 220 
ee = —_ <— = = — Semin | Snetentenetinnatntndnmemsall 
DOR cc chinticptencs = 104. 80 2, 515, 280 | 27, 802, 580 10, 082, 140 40, 400, 000 





Senator Tyr. For instance, if we take a person from Italy or 
Germany, do they make a contribution from that country toward 
the expense of bringing that person here? 

Mr. Warren. I would assume that they would. 

Senator Tuyz. You now assume. You know about all the others. 
Do you not know about your own fund? 

Mr. Warren. The present arrangement is that Italy and Ger- 
mant pay $60 a head for everyone who leaves their country. 

Senator Toyz. Would it be assumed or should we not assume 
then that we would get that same payment if a person from Italy 
was coming to the United States? 

Mr. Warren. I would so assume. If, for instance, the Congress 
were to pass a bill along the lines that the President has proposed, 
I would assume that Germany and Italy would continue to pay to 
the committee that $60. I say I assume it, Mr. Chairman, simply 
because that has not been renegotiated to date with those govern- 
ments with respect to the numbers that would be involved under the 
President’s proposal. 

Senator Tuyx. The only reason I asked that question, Mr. Warren, 
is that you know that Germany pays $60 if a person goes to Canada, 
you know that Italy pays $60 if a person goes to Brazil. If you know 
that about those two countries, then I should think that you would 
know whether Italy or Germany pays that same $60 if the person 
comes to the United States. 

Now, if you do not know it, then I hope you will furnish for the 
record that information. I just want to make ceriain that we are 
afforded the same treatment that the other nations are afforded. 
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Mr. Warren. I am assuming that, Mr. Chairman. The only 
reservation | have is that this has not been specifically negotiated 
with those two governments with respect to the numbers that would 
be involved in such legislation as the President proposes, for instance. 

Senator Taye. 1 am only asking about what you have been 
administering. 

(The information referred to follows:) 

With respect to experience to date, the United States has received the same 
treatment as other governments since arrangements for the payments of $60 
per head were negotiated by the committee with Germany and Italy. In other 
words, the $60 has been paid on persons coming-to the United States, although 
the numbers of such persons have been small since the arrangements for such 
payments were made. In the event that the United States Congress adopts 
legislation admitting 240,000 refugees, as the President has proposed, the pay- 
ment of the $60 by Germany and Italy on migrants and refugees coming to the 
United States would need to be renegotiated with those governments by the 
Committee because of the numbers of migrants and refugees involved. 


Mr. Warren. | am assuming that the two governments would 
continue those payments. They have adopted it as a general pro- 
cedure. They have made those payments up to date. I have no 
reason for assuming they would not continue to do so. 


TOTAL GOVERNMENTS CONTRIBUTING TO COMMISSION 


Senator E.LLenper. How many countries contribute to this 
Commission? 

Mr. WarrEN. Twenty-two. 

Senator ELLENDER. What countries pay as much as we do, if any? 

Mr. Warren. No country pays as much. 

Senator ELLENDER. We pay about 25 percent. What is the nearest 
to that? Iam talking about what you are asking for the budget this 
year. 

Mr. Warren. Let me go to 1954. Assuming we contribute 
$10 million in 1954, the next highest Government would be Germany, 
with $5,967,440, Canada with $4,393,440, Italy with $5,852,440, 
Brazil, $1,289,000, Australia, $1,770,560, and the Argentine about 
$1,794,000. 

Senator ELLeENpER. How about Great Britain? 

Mr. Warren. The United Kingdom is not a member. 

Seaator Extenper. But Australia is. 

Mr. Warren. Australia and Canada are. 

Senator ELLenper. All of these funds that are collected from these 
various nations, the first money is taken out for administrative 
pur’ 0ses? 

Mr. Warren. Yes, that is an obligation. The rest is either busi- 
ness income or voluntary contribution. 

Senator ELuenprer. To pay for the movement of them? 

Mr. WarREN. Yes. 

Senator ELLEnpDER. Now, to what extent, if any, are these people 
lodged, that is, to what extent is the board wherever they live paid 
for to this Commission? 

Mr. Warren. I do not understand. 

Senator E.uenpgr. Their keep, if they move from one country to 
another. Are they not held in some particular place for awhile? 
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Mr. Warren. That is an expense of the receiving government. 
The committee is not involved in that kind of expense. 

Senator ELLenpDER. So that all the expense the Commission is 
put to is for the movement? 

Mr. Warren. For the movement and certain services associated 
with the movement at one end or the other. 


SCREENING 


Senator Etuenper. How about screening these people? Who does 
that? 

Mr. Warren. The screening is the responsibility of the receiving 
government. The committee assists in that also. 

Senator ELLENDER. So that the Commission has nothing to do 
with that screening? 

Mr. Warren. The committee is concerned. 

Senator ELtenper. I understand that, but what I mean is that 
you speud no money for that purpose. 

Mr. Warren. Except in the maintenance of a security officer who 
assists the governments in that area. 

Senator ELLeENDER. You say that this program in your opinion is 
to continue from 3 to 5 years? 

Mr. Warren. 3 to 5 years, I would assume. 

Senator ELtenper. This Commission is really a continuation of the 
old IRO organization. 

Mr. Warren. In a different form. It has to do with the move- 
ment of migrants and refugees who would not move otherwise. 

Senator ELLenper. Different form but same function. We were 
told that IRO was going out of business. As soon as that was done, 
this crept in and it is doing the same function. 

Mr. Warren. It is due to the fact that when IRO came to an end 
there was a demand on IRO to move about 50,000 emigrants who 
were not refugees but for whose movements governments were willing 
to pay. At the tag end of IRO’s experience [RO moved about 50,000 
such persons, the costs of which movement were completely reimburesd 
by the immigration or emigration governments. And to the extent 
we can increase the movement out of Europe it relieves the economic 
and political pressures just that much. It gets these people who 
cannot be absorbed in the present economies, and who are, of course, 
unemployed, out into the other countries where they can get to work 
and make a contribution to the free world. 

Senator Turn. Does that complete your statement, Mr. Warren? 

Mr. Warren. I think that covers everything in one manner or 
another. : 

Senator Taye. Thank you, sir. 

Mr. Outy. I suggest, Mr. Chairman, that we move on to the sec- 
ond item under chapter V, which is ““Multilatera) technical coopera- 
tion.”’ 

Senator Ture. Mr. Stanley Andrews. 

Mr. Onty. May I call to your attention, Mr. Chairman, that there 
is before you not only a request for fiscal year 1954 but a supplemental 
request for fiscal year 1953, which is the subject of a communication 
from Governor Stassen to Senator Bridges, asking the privilege of 
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presenting the supplemental at the same time to save the time of the 
committee in hearing it seperately at another time. 

Senator Tuyr. On what pages do we find the data? 

Mr. Onry. You will find the “Multilateral technical cooperation’”’ 
estimates on pages I-57 to I-58 and the narrative material under 
111-163, which is right at the close of the book. 

Senator Taye. That does not include the supplemental? 

Mr. Oury. That does not include the supplemental. There are 
separate submissions which have been made to the committee which 
the clerk will pass to you. 

Senator Toys. You may proceed. 


MULTILATERAL TECHNICAL COOPERATION 


STATEMENT OF STANLEY ANDREWS, TECHNICAL COOPERATION 
ADMINISTRATOR AND GEORGE M. INGRAM, DIRECTOR, OFFICE 
OF INTERNATIONAL ADMINISTRATION AND CONFERENCES, 
DEPARTMENT OF STATE 


GENERAL STATEMENT 


Mr. Anprews. I will speak on the technical side of this. Mr. 
Ingram, as Director of the Office of International Administration and 
Conferences, will comment on the fiscal side. 1 merely want to say 
that this appropriation being asked for now, not the deficiency, totals 
$13,750,000, of which $1 million is for the Organization of American 
States operating in Latin America. This program follows generally 
with its technicians and experts the type of program which we are 
administering in some 35 countries under the bilateral program of the 
United States. 

Senator Tuyen. How many people, Mr. Andrews, are engaged 
the administration of this program? 

Mr. ANprews. You mean the multilateral? 

Senator Tuy. That come under this fund. 

Mr. Anprews. Mr. Ingram will have that in detail. I would like 
to say that there are about 1,200 technicians abroad under it and there 
are about 700 agreements with various nations and about 67 nations 
are contributing over $21 million toward it. This is a relatively 
small program in the multilateral agency. Mr. Ingram has the details 
on those who are administering it. 

Mr. InGram. Mr. Chairman, the program of the United Nations 
is organized on a decentralized basis; in other words, it works through 
the specialized agencies of the U nited Nations, the Food and Agri- 
culture Organization, the World Health Organization, and so on. 


PROGRAM PLANNING PERSONNEL 


On the staffs of those organizations there are approximately 345 
people who are dealing with the actual planning of the program. 
Now, their costs are not distributed on a single country activity basis 
because their activities cover all countries. They do the briefing of 
the experts before they go out. They consider the reports that come 
in. They engage in the central planning of the program. 
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In addition there are a little over 300 people who are in direct 
administrative work. This is within the United Nations and in the 
specialized agencies. 

Senator Toye. Ther your administrative work is primarily what? 

Mr. Incram. The administrative work, sir, is concerned with the 
general planning of the program, the general office services, budget 
auditing, accounting, record keeping, personnel, public information 
functions, the travel and related costs of some of the representatives 
of the organizations attending meetings of the Technical Assistance 
Board. 

PURPOSE OF MEETINGS 


Senator Toyz. What is the purpose of attending the meetings? 

Mr. Incram. Since that is a program of the United Nations agencies 
as a whole, they have to get together and to coordinate their activities. 

Senator Toyz. When they get together, what is the agenda that 
they discuss? 

Mr. Inaram. The agenda which they discuss, if I could go into the 
way it is organized at the top—— 

Senator Tuyr. What | am trying to find out is what do you do and 
what do you perform. That is what I am trying to find out. I want 
to know, do you drive nails—now, that is a sort of foolish question to 
ask, and I ask it in order to sort of centralize what do you do; I know 
you do not drive nails, so now tell me what you do so that I may be 
enlizhtened. 

Mr. Incram. Fine, sir. I want to make reference to the Technical 
Assistance Board. That is the central Board which administers the 
program for the United Nations as a whole. It has on it representa- 
tives of the Secretary General and of the head of each specialized 
acency. 

“Senator Extenper. As I understand, the amount that is being 
asked is administered by the United Nations. 

Mr. Incram. That is correct, sir. 

Senator ELLENDER. So there is no separate organization within our 
Government except that it would go through the United Nations. 

Mr. Incram. That is correct, sir. 

Senator ELLenper. And the amount that we contributed, as I 
understand the fi¢ures before me, for 1952, was $12,330,000. For 
1953 it was $9,171,333, and you are now asking for $18,345,812, of 
which part of this is included in the supplemental appropriation that 
is now pending. Am I rivht? 

Mr. Ineram. Our contribution was $11,400,000 to the second year. 

Senator ELtenper. Why do these figures here on page 57 show 
$12,330,000? 

Mr. Ineram. That includes the $11,400,000, the one shown at the 
top, and $930,000 foe the organization of American States. 

Senator ELtenper. That is the American States, I see. Now, let 
us put it this way thea: In 1952, $11,400,000. 

Mr. Incram. That is correct. 

Senator ELLENDER. 1953, $8,171,333, and this time you are asking 
for $17,345,812. Now, why the increase? 

Mr. Ineram. Sir, part of what we are asking for goes to this 1953 
calendar year for which we have had appropriated the $8,171,333. 

Senator ELLenper. How can it go to that year when that year is 
gone and past? 
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1953 PLEDGE OF FUNDS 


Mr. Incram. That year is half gone, sir, but the United States 
made a conditional pledge to this program at the technical assistance 
conference which was held in February. 

Senator ELLeENpER. Who made that pledge? 

Mr. Incram. Ambassador Lodge. He made that pledge. At that 
time we had our authorizing legislation. He said that, conditionally, 
the United States would offer $14,708,750. He said that this pledge 
was conditioned upon two things: (1) that the United States pledge 
was not to exceed 60 percent of total pledges to the special account 
from all governments, and (2) it was conditional upon congressional 
appropriation of any amount required in excess of the $8,171,333 
previously available. At that conference, and by April 1, other 
governments had pledged $8,511,430. 

Senator ELLENDER. You mean altogether? 

Mr. Ingram. Exclusive of our pledge, other governments. 


PERCENTAGE CONTRIBUTION 


Senator ELtenper. Of the amounts used by the United Nations 
for this purpose, how much are we contributing percentagewise? 

Mr. InaRAM. Sixty percent. 

Senator ELLENDER. I thought we had some kind of understanding 
whereby the contribution by the United States to the United Nations 
would be limited or brought down to 33 percent. Here we are being 
asked to contribute as much as 60 percent. 

Mr. InGrRam. Sir, we would ask the Congress to draw a distinction 
as between the purposes for which our contributions are made. The 
33\4-percent principle was {first enunciated by the late Senator Vanden- 
berg at the General Assembly of the United Nations in 1946. He 
started the movement to get our contribution to the regular budget 
down to one-third of total assessments. At that time he made a 
distinction between what we felt was a proper share of the general 
administrative expenses of the organization, as expressed in the 
regular budget, and such special programs of aid as the United Nations 
might undertake in fields where we ourselves had demonstrated we 
felt a special responsibility and interest. At that time the interna- 
tional refugee program was developed, and we used that as an ilustra- 
tion. We have felt that this technical assistance program of the 
United Nations is most comparable to our own bilateral program, and 
we have expressed a special interest and responsibility in technical 
assistance to the underdeveloped countries through our bilateral 
program. 

Senator ELLenpErR. I can see why we might be in a better position 
to do some of this technical work in foreign countries. In keeping with 
that we have the TCA that is here organized. So that we are con- 
tributing in that direction, and we will be asked to appropriate I 
think in the neighborhood of $140 million, and all of that is in addition 
to this sum that is being spent for almost the same purpose through the 
United Nations. Am I correct? Don’t you think that is a sufficient 
contribution? 
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Mr. Ineram. Sir, I would not want to play or balance one program 
off against the other. 

Senator ELLenper. But they are the same. I recently returned 
from South America, and I saw some technical experts paid for through 
United Nations that were doing the same work as other technicians in 
that same area from the TCA, all being paid for by us, either directly 
of through the United Nations. 

Mr. IncGram. That is correct, Senator. 

Senator ELLENDER. Do you think it is right? 

Mr. Incram. I think it is right. I think we have two well-coordi- 
nated programs, sir, going in these countries. 

Senator KNow.Lanp. Would the Senator yield? 

Senator Toye. Senator Knowland. 


MAXIMUM 33}45-PERCENT CONTRIBUTION 


Senator KNowLanp. I merely want to say I think the point raised 
by the Senator from Louisiana has a great deal of merit. My own 
beliefs have been that the policy at least the Congress thought it was 
developing was to get the contribution from this country down to a 
maximum of 33% percent. Now, that will be completely circumvented 
if on each of the agencies of the United Nations we begin to bounce up 
to 60 percent. If you go there, it will be 80 percent or 100 percent for 
that matter; and, merely expressing my personal point of view, I am 
inclined to agree with the Senator from Louisiana, and it does seem 
to me that the representatives of the United States at the United 
Nations ought to first keep that maximum in mind and, secondly, 
make very clear, if they get into any other discussions, that it is purely 
conditional upon the congressional appropriation, because I think 
they will find that, as to the condition that it requires congressional 
appropriation, the Congress at least is going to follow the policy 
which they have heretofore enunciated, and any representative of the 
executive branch of the Government who exceeds that 3344 percent, 
more or less, does so at his peril. 

Mr. Ingram. Could I address myself further to this point? 

Senator KNow.Lanp. Yes. 

Mr. Ingram. What the Congress has said in its language with 
respect to the State Department appropriations has been with respect 
to those contributions which were contained therein which are our 
contribution to the regularly assessed budgets of these organizations; 
and the Congress has spoken in terms of the fact that the United 
States representative shall not commit the United States to more 
than one-third of the total. That is certainly respected and observed, 
sir. 

At the same time, when we started out on our U. N. technical- 
assistance program, and it was the same time we started on our own 
bilateral program, we recognized it was a different program and it 
was set up differently. First of all, there is no element of assessment 
here. It is completely a voluntary program which depends annually 
on what the various governments feel they are prepared to pay to 
support it. To that extent it is on a hand-to-mouth basis. It has 
no expectation of support beyond the current period. 
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POSSIBLE DEBT LIMIT INCREASE 


Senator KNowLanp. I think we understand that, but of course we 
are faced with the problem according to the figures issued by the 
Treasury the other day, we are rapidly approaching the debt limit of 
this Nation where it may or may not be necéssary to increase the limit 
of the debt. We still have a deficiency facing us, and in fact, every 
dollar we are putting out is borrowed money over and above the sum 
total of the receipts into the Treasury. 

I merely want to stress again my individual responsibility as a mem- 
ber of this committee, | think that our representatives at the United 
Nations are going to have to constantly keep in mind the fact that 
whatever our contribution is, is being taken, is being borrowed from 
the American people and adding to our debt and keep that 33 topside 
limit in mind. 

Mr. InGram. Could I say that Ambassador Lodge in his remarks at 
this conference in February did follow the line that you laid out there. 

Senator Know ann. I hope all of our representatives will do like- 
wise. 

Mr. Ineram. If I could make this distinction between this program 
and the regular program, when we started out with our own bilateral 
program we looked at the United Nations facilities and we found in 
them a capacity to do an effective job. Within their regular budgets 
they were doing a limited amount of country assistance. 


RESPONSIBILITIES AND DUTIES OF AGENCY 


Senator Tuyr. Mr. Ingram, in order that I may have an answer 
to the question when I made reference to the fact that I pinpointed 
just exactly what 1 meant by that question, and that is when I said 
by driving a nail, now, will you tell me what is your responsibilities 
and duties? What do you perform and in what countries do you 
spend some of this money that is in this budget? 

Mr. Ineram. If I could have distributed to the committee, sir, a 
schedule, it will show the total number of countries in which the 1953 
program is operating. 

(T he information referred to follows:) 
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United Nations expanded program of technical assistance— Pledges to central account, 
local contributions, and funds allocated for country assistance 


{Calendar year 1953} 




















































Contribu- Estimated | Total siatiieel Funds 
tions and | local con- to central | allocated for 
pledges to |Percent, tributions | account and country 
central by assisted | local con- assistance 
account governments| tributions | (estimated) 
North America: 
0 fe eo S06 FUT BOR) BRED Lon on cnnmertens CORD FE SO ic accevdencoe 
Gch tether Seospaees Ma 800, 000 3. 76 Le iL iiboek 800, 000 | Lx Eoekseee 
ints cite edtiehabhuncuealet 13, 567,145 | 63.76 |..........-- -| 13, 567,145 | an ae 
Europe: 
Regional projects... .........- ileal 
a ee eee 19, 23 
NEE: «J cnentiahauiewnaaktis and 10, 000 
Se 20, 295 
RIS see eal = 8 2, 800 
SENN «2 agin on 93, 000 
I in ci oii 183, 571 
Yugoslavia. ._.. 62, 500 
Diss Sedu dead aes L 283, 500 
peugnsiedsd ob3<cehudmbotind 434, 342 
148, 810 
Lhed bh db Selina d Spee aiebbiedads 1,.207, 500 
421, 053 
69, 999 
386, 623 
: 233, 372 
United Kingdom _______- bitoni 1, 400, 168 
IIE > scncs nueetipatataiemiate 2, 500 
Re el oe 1, 143 
RS. cncbeuiaccebaaet Jan cecencee soe 
Rll aaa ro 
WTO... 2. 200. sc eee Le Cw 
 caddinienninnt-aecysceuaneeiedl a. tn 
Near East and Africa: 
Regional projects... ...._......._.- en 
ta leati atts Buibrah taninetige icin 86, 157 i 
es so oe ee 20, 000 09 412, 848 432, 848 333, 712 
Iran i 40, 000 19 641, 544 681, 544 1, 070, 922 
Irag ai eee eee 11, 201 . 05 820, 500 831, 701 497. 070 
Isreel boas ; 40, 000 .19 1, O88, 759 1, 128, 759 538, 928 
Lebanon... __. dayton 6, 846 . 08 94, 340 191, 186 146, 310 
Liberia aaa 12, 000 . 06 117, 055 129, 055 260, 194 
Rébyewid vi nsiss nmi 3, 000 .O1 54, 290 57, 290 691, 581 
Saudi Arabia... neath nel 15, 000 -07 884, 800 899, 800 218, 354 
Syria Jed 11, 410 . 05 1, 527, 535 1, 538, 945 417,875 
Yemen ( mn 2, 100 01 1, 800 3, 900 19, 165 
Somaliland : ceili aris 7, 200 7, 200 59, 350 
Jordan cee ieee a ‘ jtbdalaTpabs date a 18, 200 18, 200 212, 996 
i ical is i a al 1, 800 1, 800 4, 350 
French West Africa. | 3, 600 3, 600 18, 600 
Es ee ee ere 3 1,800 1, 800 14, 100 
Total bobhas nodse> hue 247,714 1.16 6, 055, 951 6, 303, 665 5, 544, 786 
Asia and Far East: 
Regional projects__._...........-.- ditihnnn tein 13, 800 13, 800 636, 457 
IIIS cecent thvcietrnickinndant | 7, 000 03 137, 900 144, 900 515, 644 
A che Sites hettscn doe tithe 400, 000 Wi Bid wn cceus pOOO 4. cca nade 
Burma pease wisntagesiaesia ee snte 12, 000 06 556, 353 568, 353 52h, 448 
IL seins csenmeninacaceme’ 5, 100 .02 13, 200 18, 300 78, 994 
I ss a -| 15, 000 .07 1, 732, 576 1, 747, 576 610, 239 
eta ndin a biecadl citings 10, 000 . 05 466, 120 476, 120 151, 182 
MLL: «ido atiere ilvpeblvaiiihs wt eine 275, 000 1.29 4, 606, 805 4, 881, 805 1, 243, 574 
ie at ceed | 59, 211 2 4, 015, 893 4, 075, 104 817, 234 
Japan .. eee aah 80, 000 Si Rianeniaesaetels 80, 000 , 900 
|e ME aes el Sew hace 3,000 33, 000 
Laos as 6 sl 4, 857 .02 600 | 5, 457 | 65, 056 
BOONE US. JU elds cee a 125, 593 | aOP tidewccenics' sta BE, GOS Beccdiskts. a 
iets isententic thee ental | 166, 213 .78 2, 339, 390 2, 505, 603 1, 081, 574 
Philippines can 50, 000 23 442, 483 492, 483 314, 015 
SN ins oc Biinickn Sita tense boteebd | 40, 000 19 1, 202, 481 1, 242, 481 498, 623 
Viet-Nam. 9, 17, 480 33, 700 
Brunei 450 450 3, 600 





' Of this amount, $4,595,812 is subject to the appropriation of funds by Congress. 


? The United States pledge represents approximately 21 percent of the total of pledges to the central fund 
and local contributions by assisted governments. 
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United Nations expanded program of technical assistance— Pledges to central account, 
local contributions, and funds allocated for country assistance—Continued 


(Calendar year 1953) 


Contribu- | Estimated | Total pledges Funds 
| tions and | local con- to central allocated for 
pledges to |Perecent) tributions | account and country 
central by assisted local con- | assistance 
account governments tributions (estimated 
- | 
Asia and Far East—Continued | | 
Hong Kong $22, 000 $22, 000 $13, 000 
Malaya 13, 500 13, 500 51, 500 
Nepal 7, 650 7, 650 39, ORS 
North Borneo 8, 700 &, 700 31,818 
Sarawak 17, 692 17, 692 23, 400 
Singapore 9, 000 9, 000 61, 500 
Total " $1, 260, 474 5. 92 15, 616, 573 16, 877, 047 6, 841, 546 
Latin America 
Regional projects ‘ 225, 000 | 225, 000 1, 180, 492 
Argentina 200, 000 | . 94 200, 000 
Solivia 25, 000 12 | 54, 150 79, 150 431, 988 
Brazil | 459, 459 2. 16 363, 898 823, 357 592, 589 
Chile ada ot 174, 194 | . 82 | 371, 500 | 545, 604 280, 742 
Colombia . 100, 000 | 47 | 1, 410, 781 | 1, 510, 781 222, 418 
Costa Rica 5, 000 02 444, 550 449, 550 155, 580 
Cuba 50,000} =. 28 | 3, 600 | 53, 600 5, 500 
Dominican Republic 16, 000 05 185, 600 195, 600 49, 850 
Ecuador | 6, 400 | . 08 | 323, 412 | 329, 812 | 434, 880 
El Salvador be 6, 000 | . 03 183, 600 189, 600 | 190, 225 
Guatemala 7, 500 | 4 | 76, 620 84, 120 179, 700 
Haiti . 12, 000 | . 06 108, 670 120, 670 245, 156 
Honduras e 9, 600 | 05 142, 500 152, 100 77,777 
Mexico L 34, 682 | 16 601, 020 635, 702 $21, 355 
Nicaragua 5, 000 | 02 | 11, 900 16, 900 57, 050 
Panama 3, 000 .O1 1, 548, 588 | 1, 551, 588 128, 416 
Paraguay " 5, 000 | .02 | 1, 116, 800 | 1, 121, 800 331, 742 
Peru b 10, 000 05 794, 298 804, 208 236, 540 
Uruguay ‘ 75, 000 | 35 6, 000 81, 000 76, 500 
Venezuela 25, 000 12 4, 650 29, 650 32, 700 
British Guiana 4, 500 4, 500 38, 700 
British Honduras ; ‘i ‘ | 1, 800 | 1, 800 7, 500 
Jamaica | 38, 500 38, 500 71, 337 
Puerto Rico . i pte 7" 2, 200 
Total 1, 222, 835 5.75 8, 021, 937 9, 244, 772 5, 350, 937 
Interregional projects — | | 165, 748 
eee ae ° 21, 278, 575 | 100. 00 38, 526, 421 59, 804, 996 3 19, 884, 945 


+ The total of funds allocated for country assistance (estimated) does not include estimated central admin- 
istrative and indirect operational costs of the participating organizations or the estimated cost of the secre- 
tariat of the Technical Assistance Board, 


Senator Toyz. Can you tell us briefly what services and duties and 
aid you furnish as an agency? 


BACKGROUND OF WITNESS 


Mr. Incram. If I could identify myself. I am Director of the Office 
of International Administration and Conferences-of the Department 
of State. 

Senator Toyz. How many years have you been with this agency? 

Mr. Ineram. I have been with the State Department for 5 years, 
sir. 

Senator Tuyr. And prior to that time you did what? 

Mr. Incram. Prior to that time I was with the International 
Monetary Fund for 2 years. Prior to that I was in the Navy. 

Senator Turn. Naval officer? 

Mr. Ineram. Yes, sir; in the Reserve. 

Senator Toyz. Prior to that time what? 
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Mr. Incram. Prior to that time I-was with the Tennessee Valley 
Authority. ; 

Senator ‘THyx. And prior to the Tennessee V alley Authority? 

Mr. Incram. Prior to that I had 2 years of graduate work at 
Harvard University, first as a Rockefeller fellow and then as a Littauer 
fellow. Prior to that I was at Vanderbilt University. 

Senator Tuyr. You came from college to TVA? 

Mr. Incram. That is correct. 

Senator Tuyre. From TVA to Navy? 

Mr. Incram. That is correct, sir. 

Senator THye. From naval service to the State Department? 

Mr. Incram. From there to the International Monetary Fund and 
then to the State Department. 

Senator Taye. From there to the State Department. 

Mr. InGram. Yes, sir. 

Senator Ture. Your duties with the State Department prior to this 
assignment were in what field? 

Mr. InGram. My duties with the State Department, sir, have been 
totally in the field of United States interest in the administration of 
international organizations. 

Senator Taryn. Now, if you will proceed to give us detailed informa- 
tion of what services you render internationally with this money that 
is in this budget item 

Mr. IneGram. I just want to make clear that the money that is in 
this budget does not support me in my operations. I am paid for from 
the salaries and expenses part of the State Department. 

Senator E:uenper. I thought you said a while ago you were with 
the United Nations. 

Mr. Incram. No, sir; I am with the State Department. 

Senator ELLENDER. You misunderstood my question. 

Mr. Ineram. I did. 

Senator ELLENpDER. What division are you with in the State De- 
partment? 

Mr. Incram. I am with the Bureau of United Nations Affairs. 

Senator E.tenper. Is that the one headed by the Texan? 

Mr. Ineram. He is not there now. 

Senator ELLENDER. You are part of his division? 

Mr. Ineram. Yes, sir. 

Senator ELLenpEr. His division deals directly with the United 
Nations. 

Mr. Incram. Deals with the United Nations; that is right. 

Senator ELLENDER. Who is at the head of it now? 

Mr. Ineram. Mr. Robert Murphy is to be Assistant Secretary. 

Senator ELtenper. Do you handle these funds exclusively? 

Mr. Ineram. Yes, sir. These funds and our contributions to 
international organizations. 

Senator Smrrn. Mr. Chairman, may I ask a question there? 

Senator Turn. Yes. 


COMMITMENTS OF PARTICIPATING COUNTRIES 


Senator Smrrx. Do I understand correctly that all of the countries 
participating have certain commitments? 

Mr. Incram. The countries meet at these conferences and announce 
how much they will pledge for the particular calendar year program. 
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Senator Smirx. How well do those countries perform under those 
commitments? 

Mr. Ineram. They perform very well in completing these commit- 
ments. I have a schedule of collections as against the pledges which 
I would like to submit for the use of the committee. For the first 
year program they pledged a total of $20,070,260. At this time not 
quite all has been collected but $19,832,660 has been collected. 

Senator ELtenper. Of that sum, how much did we put up? 

Mr. Ineram. That was $12,007,500. 

Senator ELLenperR. Twelve out of the twenty. 

Mr. Ineram. Of the $20,070,260. 

Senator ELLENDER. You said this was purely voluntary. 

Mr. Ineram. That is correct. 

Senator ELLENDER. In assessments? 

Mr. Inaram. No assessments. 

Senator ELLENDER. Contribute what you can? 

Mr. Incram. That is correct. 

Senator Smita. They have come within less than a million dollars 
of keeping those commitments. 

Mr. Ineram. And we expect the rest will be collected. 

Senator Smiru. Has that been true all through the program? 

Mr. Ineram. That was the first year of the program. That was 
in 1951. For 1952 the total pledges were about $18,800,000. Our 
pledge was $11,400,000. The pledges for this year 1953, the year in 
progress, were $21,318,413, and the United States pledge at 60 
percent was $12,767,145. The diflerence between that amount and 
the $8,171,333 which has been appropriated, $4,595,812, we are asking 
for as a supplemental. 


RISING CONTRIBUTION OF UNITED SIATHS 


Senator ELLENDER. Our contribution has been rising percentagewise. 

Mr. Ineram. It has been approximately at 60 percent from the 
beginning, $12,070,000 as against something over twenty; 11.4 million 
as against approximately 18.8 million and 12,767,000 as against 
something over 21.3 million. 

In money terms, that has been more as other governments have 
been able to pledge more. 

Senator Tarr, The other governments here, as I look over this 
list, the highest that I find here is 5.67, which was France. I do not 
find any others. You have not looked them all over. United 
Kingdom, 6.58. 

Mr. Ineram. That is right, sir. 

Senator Tuyt. So that of the other nations, less than 7 percent is 
the highest that any one has paid and we pay 60 percent. 

Now, Mr. Ingram, can you go back and sort of detail now to me 
just what we do in the international field with this money so we can 
get a general idea of what you spend the money for? 

Mr. Incram. Yes, sir; I will. This money is used for technical 
assistance work in the underdeveloped countries in the same way that 
our own bilateral money is used. 

Senator Tuyr. Now, we have gotten into some of the other northern 
countries. Now, let us get the breakdowa what that technical assist- 
ance might be in those countries. This I think would be important 
for us to know. 
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Mr. Ineram. I have a schedule, sir, which I can place in the record 
showing the sort of technical] assistance work which is done under the 
U. N. program. 

(The matter referred to is as follows:) 


EXAMPLEs oF Activitips Careatep Our UnpgR THE UnrtEpD NA11oNs EXPANDED 
ProGRAM oF TECHNICAL ASSISTANCE 


ECONOMIC DEVELOPMENT 


The following examples serve to point up the type of work carried on in the 
field of economic development: 


Ecuador 


One of the great problems confronting Ecuador today is how the highway 
svstem of the country can be improved and extended so that communications will 
be more rapid and efficient. The Government of Ecuador therefore requested a 
highway engineer to give advice on improving the roads which are few in number 
and in a poor state of repair. Experts have also been provided in many fields 
directly related to industrial development such as an adviser on low-cost housing, 
and an expert on use of automotive vehicles. In addition, the last-named expert 
will organize a brief course for Ecuadorian repair-shop personnel in Quito, 

Fiseal reform is another field in which Eeuador needs assistance, and two 
experts are currently studying the budgetary system, tax legislation, revenue 
collection, management of public funds, etc., with a view to introducing greater 
efficiency and economy. 

The United Nations also sent a United States national upon request of the 
Government to advise on methods by which low-grade coal could be mined in the 
area near Biblian, which is in the southern part of the country. At the present 
time onlv about 50 tons per month are being produced in this area by primitive 
hand techniques but it is hoped to increase this figure to 4,000 tons per month. 
This particular type of coal could be used by nearby industries. 


Ceylon 


Ceylon has sought technical assistance from the United Nations primarilv for 
the purpose of establishing new industries and expanding existing industries, 
including those concerned with the production of iron and steel, glassware, ceram- 
ics, sugar, vegetable oils, DDT, caustic soda, chlorine, titanium, and zircon. 

The first United Nations expert sent to Ceylon was assigned to advise the 
Government, at its request, for 1 year on exploitation of the mineral-rich sands 
which the island shares with nearby Travancore in India. The Government. is 
planning an automatic plant capable of processing 100,000 tons of raw sand a 
year to recover ilmenite and rutile, the minerals which are the source of titanium 
as well as zircon needed urgently by the United States as a source of a metal 
widely used in allovs and in high-temperature refractories. The expert whose 
services were supplied to Ceylon under the expanded program had spent 11 years 
as chief engineer and subsequently general manager of a similar plant in Travan- 
core. His technical advice will be available through three stages of the project: 
the setting up of a plan for the electromagnetic or electrostatic separation of 
selected minerals from the sands; the drawing up of specifications, layouts, and 
tenders for the necessarv machinerv; and supervision of the actual erection of the 
plant and installation of the machinery. 

A United Nations expert is also advising the Government on the installation 
of a steel mill for electrosmelting of iron ore in a Tysland-Hole furnace. The 
expert will likewise assist on the purchase of equipment for the mill and plant, 
and on organization, layout, and personnel required. 

A United Nations expert is working on the planning and erection of a modern 
glass factory at Nattandiya, Ceylon, using a tank furnace, electrically heated 
annealing lens, and automatic molding and finishing machines. A team of 
three experts is investigating the possibilities of establishing a chemical industry 
based on salt-water evaporation on the Jaffna Lagoon. If the technical and 
economic conditions appear favorable, the experts will design a plant and draw 
up specifications and tender notices for the machinery needed, together with all 
details for the construction of a chemical plant based on salt technology. 
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[ srael 


The Government of Israel has requested aid in diverse fields, all of which will 
lead toward the economic and industrial expansion of the country. During 1952 
a consultant on oil storage vith particular relerence to storage tanks and vessels 
advised the Israeli Government. This was followed up by a request from the 
Israeli Government for three more experts to assist in oil exploration, including a 
petroleum geologist, a geophysics geologist, and an expert in seismic surveys. 
They will carry out this work during 1953. 

Other experts working in Israel Curing 1952 included specialists on production 
statistics, soil mechanics, tax administration, and regional water planning. 
Haifa, Israel’s major port, was recently regarded as one of the world’s less-efficient 
ports. Now, as a result of carrying out recommendations made by a United 
Nations expert, productivity in handling cargo has increased 35 percent in a single 
month as compared with last year’s average. 

Israel’s housing shortage is serious, and the Israeli Government therefore re- 
quested aid in attempting to meet it. Three U. N. experts are in the country 
testing techniques of building houses with earth blocks. Although many kinds 
of building materials are lacking in Israel, it is hoped that through three research 
centers Which are being established for testing soils and techniques, an economical 
method can be developed which will provide durable housing for many thousands 
of homeless Israelis. Earth construction has been used in the basically dry parts 
of the Americas, the Middle Fast, and the Far East for many countries, but modern 
methods of earth construction need to be introduced if these houses are to be 
built on a large scale today. 

A comprehensive agreement was signed by the Government of Israel and the 
United Nations in November 1952 whereby the U. N. has agreed to recruit experts 
in the fields of hydraulic development, and for the pulp, paper, glass, textile, 
metallurgy and metal industries. In addition, a plastics engineer is being sent, 
and fellowships have been requested for Israelis to study abroad in the fields of 
tax administration, accounting procedures, and statistics, to mention but a few. 
A number of the above-mentioned experts are already at work in Israel. 


REGIONAL PROGRAMS (ECONOMIC DEVELOPMENT) 
Colombia 


In the fall of 1952, Colombia served as the host country to a meeting of experts 
on problems of the iron and steel industry in Latin America. This seminar was 
sponsored by the United Nations. Iron and steel experts from Argentina, Brazil, 
Chile, Colombia, Mexico, Peru, and Venezuela met with those from the Benelux 
countries, Canada, France, Western Germany, Norway, Sweden, the United 
Kingdom, the United States, discussed the special problems which are encountered 
in developing the iron and steel industry in Latin America. Experience was 
traded and suggestions made whereby both quality and quantity of Latin Amer- 
ican steel can be improved and the productivity of existing plants raised. If 
production of these strategic materials can be increased, the economic development 
of Latin America will be given a great impetus. 

A particularly valuable regional project organized in the fall of 1952 was the 
railway study trip which enabled technical officials from countries in Asia and the 
Far East to.study advanced methods and equipment in actual use in railway sys- 
tems of Europe and North America. In particular, the participants studied 
railway signaling, with special emphasis on single-track sections carrying a heavy 
density of traffic, freight and passenger terminals equipped with modern installa- 
tions, and telecommunications systems. 

Projects similar to those mentioned and looking toward the economic advance- 
ment of underveloped areas are being carried on in many other countries. Ecua- 
dor, Indonesia, India, Libya, and Yugoslavia, can be cited as examples of countries 
in which United Nations experts have been expecially successful. 


PUBLIC ADMINISTRATION 


The United Nations has felt that public administration is a field in which it 
can make a particularly important contribution since the capacity of a country 
to carry out development plans obviously depends heavily upon the strength and 
effectiveness of its governmental organization. 

Two of the most interesting projects in public administration are those in 
Brazil and Turkey. A School of Public Administration at Rio de Janeiro, asso- 
ciated with the Getulio Vargas Foundation and sponsored jointly by the Brazilian 
Government and the United Nations, has been in successful operation since 
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April 1952. The United Nations is providing some members of the teaching 
staff. It is also providing for the training of Brazilian fellowship holders at 
universities in the United States, the United Kingdom, and elsewhere, eventually 
to become teachers at the school. Students came from other Latin American 
countries as well as from Brazil, under scholarships sponsored jointly by the 
Brazilian Government and the United Nations. 

In May of 1952 the United Nations and the Turkish Government signed an 
agreement for the establishment of an Institute of Public Administration for 
Turkey and the countries of the Middle East similar to the one in Brazil. A 
working group is now in Ankara formulating detailed proposals. The Institute 
will be al in premises belonging to the Faculty of Political Science in Ankara 
but will possess administrative and financial autonomy. Some courses were 
begun in March 1953, and a full program of studies is slated to start in November 
1953. 

Thirty-seven countries have requested fellowships from the United Nations in 
the field of public administration. Many of these fellows have already received 
their grants and are studying abroad. 


ANIMAL IMPROVEMENT AND DISEASE CONTROL 


Emphasis has been placed on animal improvement and disease control as one 
of the quickest ways to bring about an increase in food production. The United 
Nations Food and Agriculture Organization has, for example, spearheaded a 
worldwide attack on the two greatest livestock killers, rinderpest and foot-and- 
mouth disease. In cooperation with the International Office of Epizooties in 
Paris, FAO has become a worldwide center for exchange of up-to-date informa- 
tion on production of vaccines, methods of diagnosis and methods of control. 
Through international efforts newer types of vaccine perfected during the war 
by the United States and Canada have been put into production in many parts 
of the world. Thailand has been completely free of this disease since 1949, a 
result, in part, of the technical assistance provided by FAO. Burma has set up 
a nationwide, 3-year animal improvement program including vaccine production 
and mass immunization (TCA cooperating). In Ethiopia by using locally trained 
teams for vaccinating, Ethiopian farmers now pay 20 cents for each cow immu- 
nized and the program is on a self-paying basis. The FAO veterinary program 
in India is linked to the Government's plans for improvement of livestock. One 
project is aimed at assisting centers in various states to produce vaccine by 
training personnel and equipping laboratories (TCA assisting). In another proj- 
ect, in West Bengal, a specialist is advising the Government in the reorganization 
of the veterinary college and its training program. In Pakistan the Government, 
assisted by FAO technicians provided under the expanded technical assistance 
program, has built and equipped a laboratory at Peshawar which is producing 
animal biologics. A survey to draw up plans for the eradication of rinderpest 
and control of certain other animal diseases was made by FAO veterinarians, 
and the Central Government of Pakistan is actively studying it now. A para- 
sitologist is working on the control of fluke infestation. A poultry expert has 
organized two training courses for Government poultry officers in east and west 
Pakistan. In Cevlon an animal husbandry specialist has drawn up a long-term 

rogram for the development of the livestock industry which has been approved 
xy the Livestock Committee of the Department of Agriculture. This program 
is aimed at overcoming the even more serious food shortages which will develop 
in the next few years as a result of the rapid population growth of Ceylon. In 
Afghanistan over 40,000 head of cattle were vaccinated in 2 areas within a 
few months and vaccine is being locally produced with assistance from an inter- 
national team. 
LAND AND WATER DISTRIBUTION 


Assistance in land and water utilization through assistance in land classification, 
soil and water surveys and analyses, irrigation and drainage, soil and water 
conservation and comprehensive programs of land and water management is 
of great importance to the underdeveloped areas. After a preliminary survey 
in Pakistan, completed in November 1950, a team of land and water use special- 
ists in fields of water development, irrigation, well-drilling, and soil fertility recom- 
mended pilot projects for the drainage and reclamation of waterlogged and salty 
lands in Khairpur State and Punjab and Sind Provinces. In Israel a team of 
experts on soil conservation and land use is assisting the Government to draw up 
an inventory of lands, to set up a 25,000-acre pilot project to help set up field 
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experiments and runoff studies, and to help carry on a training center to train 
soil-conservation technicians. 


CROP IMPROVEMENT 


Programs of crop improvement involve all aspects of agronomy, plant diseases 
and insect control. Many countries have requested assistance in grain-storage 
programs involving technical and engineering help in determining capacity and 
location of storage facilities for grain, and assistance in the administration of 
grain-storage programs. Special efforts have been made to assist in the control of 
pests in stored grains, which annually take a toll of 30 million tons of grain 
enough to feed 100 million people annually at a minimum subsistence level. FAO 
is also coordinating regional programs for locust control in Central America and 
the Near East, where the United States cooperates through point 4. In Afghan- 
istan demonstration of the use of small tools for cultivation has been undertaken, 
4,000 samples having been distributed and demonstrated in 1952. In addition, 
ass istance has been given to the Government in selecting and using improved 
seed, organizing field demonstration stations, and setting a plant-reporting system 
for insects and diseases. In Egypt studies of the cotton leaf worm have been 
made and recommendations submitted to the Government regarding measures 
for its control, since this is one of Egypt’s most important. crops. 

In India work is being done, especially in Uttar Pradesh on seed improvement 
and distribution. A plant specialist who has been studying pests and diseases of 
field crops has made recommendations for storing reserves of insecticides and the 
training of villagers in spraying techniques. 


FORESTRY AND FOREST PRODUCTS 


Better management of forests and improved utilization of forest products is an 
important way to contribute both to improved agricultural practices, such as 
conservation and prevention of soil erosion, and directly to economic development. 
Assistance to inany countries has been given in all branches of forestry. in 1952 
the forestry program was expanded considerably, with 154 experts and 60 fellows 
receiving appointments—twice the 1951 figure. An increasing number of requests 
in forestry and forest products are being received from the countries of Asia and 
the Near East. ‘The program in Iran is typical of forestry work in the Near Kast. 
Forests have been badly depleted by charcoal burners, who make charcoal for use 
not only for cooking but to keep the samovar hot ail day and to warm village 
houses. Kecause ot primitive methods of making charcoal and splitting logs, 
only about 8 to 10 percent of the wood that is cut is turned into charcoal and the 
rest is wasted. Experts have already demonstrated how metal furnaces will 
eliminate much of this wastage. They are training local personnel and helping 
construct furnaces. In addition, they are helping to plan a national forest poiicy 
with a view to conserving and utilizing soundly the only extensive forest area in 
the Middle East. In Ethiopia a forestry adviser is advising the Government on 
legislation for the establishment of a forest service and has trained local personnel 
which will eventually form a cadre of the forest service. 

Forestry experts are now in Nepal assisting the government in forestry, as 
part of a general development program for Nepal. Similar technical assistance 
in forestry is being provided to Thailand. In Paraguay two experts have been 
advising the government during 1952 on setting up of forest service, and there 
has also been assistance to the government in surveying forestry resources. In 
Chile and Mexico, which have established forest policies, experts are assisting in 
setting up schoois and training centers to study particular problems. In the 
Amazon Valiey experts in demonstration and training centers are showing how to 
reduce logging and sawmilling costs. 


FISHERIES 


The program in fisheries underwent expansion during 1952 (50 experts were 
in the field) and will expand another 60 percent during 1953. ‘The oceans offer an 
immediate source of increased food supply, and expansion in fishery production 
and improved fishery processing and marketing will add greatly needed proteins 
to the diet and also would contribute to the economy of many countries. Assis- 
tance to indiv.dual governments has been of many kinds, involving both salt- and 
fresh-water fish. For example, assistance has been given Pakistan in designing 
a new fish harbor for Karachi, Pakistan, which will be removed from commercial 
fishing wharves and reduce the time required for landing. The Government of 
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Pakistan is building a model fishing village on nearby reclaimed land and is 
mechanizing its fishing craft. A naval architect is developing suitable mechanized 
craft for training and demonstration purposes. Brackish water lagoons and 
estuaries of East Pakistan contain large quantities of fish. A commercial con- 
sultant and fish-harbor specialist are working to develop carrier service for fish 
to the population area. Haiti has been helped to build experimental ponds for 
the culture of a fish brought from Thailand which can live in muddy water. 
These fish are now being grown in rice paddies. They are caught by the farmers 
by hand, thus providing new source of food and incidentally helping to fertilize 
the rice paddies. A fishery biologist and a fishery economist are working in Chile, 
and have already enabled Chile to popularize and market successfully a larger 
number of fish, greatly needed by the people to enhance their protein supply. 
In Thailand a fish-culture expert is directing the work of the laboratory of the 
Bangkhen fisheries station which is developing Thailand’s inland fisheries, and is 
also training local technicians. Four experts are assisting Israel in biological 
research and in programs for the mechanization and improvement of boats and 
gear. Ceylon imports 52 million rupees worth of fish annually, and an FAO 
expert provided under the expanded technical assistance program, has been 
helping in mechanizing fishing craft, improving fishing gear and equipment to 
increase the local catch, expand the area of fishing and modernize marketing and 
curing. The program also includes assistance to fish-marine engineering and 
harbor design. 
REGIONAL ACTIVITIES 


(Agriculture) 


A significant trend in the expanded technical-assistance program has heen 
the development of regional programs and activities. The cooperative campaign 
against the desert locust in the Near and Middle East, involving international 
cooperation on such a scale not previously achieved, was inaugurated late in 
1951. The program is coordinated by FAO, and the countries of the Middle 
Fast, the United Kingdom desert locust control and United States point 4 are 
all participating. The program involves the organization of national locust- 
control units, the provision of chemicals and transport to supplement local supplies 
and the establishment of strategie reserves of antilocust supplies. 

Through the International Rice Commission, in Bangkok, technical assistance 
is being provided to governments in the Far East for intensive regional programs 
for rice improvement. The rice-breeding project at the Indian Central Rice 
Research Institute, Cuttrack, India, sponsored by the expanded technical-assist- 
ance program continued experimental work aimed at the improvement of the 
perilously low production levels of rice in southeast Asia. Fourteen countries 
are cooperating in this project. The experimentation is for improving existing 
strains, improving cultivation and use of fertilizers, and the introduction of 
better seeds. Another center was organized in September 1952 for training 24 rice 
technicians of the region. 

A regional meeting of the International Wheat Breeders was held in Ankara in 
July 1952 and preparations were started for undertaking activities on a regional 
basis in experiments in breeding rust-resistant strains of wheat. 

An agricultural credit seminar for Central America was held in September in 
Guatemala. Forty-five experts from 15 Latin American countries participated 
in discussions on active credit policies in support of economic development, 
supervised agricultural credit, cooperative credit and the relationship between 
agricultural credit and land tenure. 

For the Arab countries a center was held in Beirut on price and production 
statistics. In Bangkok, in order to introduce sampling techniques in crop and 
overstock statistics, a regional demonstration center was organized for the Far 
East countries. A 6 weeks’ seminar for fresh and brackish water fish culture was 
held in Djakarta in mid-1952 for government revresentatives from China 
(Formosa), India, Indonesia, Pakistan, Philippines, Thailand and Vietnam and 
a Latin American fisheries training center was held in Chile. 

The facilities of the Forest Research Institute at Dehra Dun have been made 
available as a regional training center for the benefit of Far Eastern countries. 
An expert for the modernization and expansion of the Institute’s timber division 
and is furnishing up to $30,000 of equipment for this purpose. 


PUBLIC HEALTH 


In various studies made of the types of activities which should be included 
in any comprehensive effort to help underdeveloped countries to develop their 
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economic potentialities, it was quickly recognized that the health of the present 
and potential labor forces in these countries would vitally affect their ability to 
work and produce. 


Malaria ard insect control 


Programs against malaria and insect-born diseases were under way, during the 
year, in such widely-scattered countries as Burma, Cambcdia, Colombia, Cuba, 
Dominican Republic, French West Africa, Indonesia, Iran, Lebanon, Liberia, 
Paraguay, Peru, Saudi Arabia, Syria, Thailand and Vietman, among others. 
In all these programs, the goal was not only to get the essential control program 
under way, but through working with the Government and providing training 
service, to prepare the Government to continue control measures beyond the 
period of international assistance and to extend these activities to additional 
areas where they are needed. 

In the field of insect control, technical assistance funds were utilized in a 
program for the eradication of the Aedes aegypti mosquito, carrier of yellow fever 
in many of the American Republics. In Brazil, for instence, the eradication of 
the Aedes aegypti is practically complete, and it is extremely unlikely that any 
of Brazil’s cities and ports could be infected with yellow fever even when out- 
breaks of jungle yellow fever occur, as happened in March 1952. The insect 
control campaign is, however, not only fighting yellow fever but also such well- 
known diseases as malaria and typhus. In Guatemala, for example, the incidence 
of typhus has been cut from 2,834 in 1945 to 8 in 1951; and Costa Rica slashed 
its malaria figures in half in 2 years. 


Rural health centers 


While the malaria control work in the Chiengmai area of Thailand, started by 
the World Health Organization under its regular program in 1949 and continued 
in 1950 and 1951, is being maintained, part of the area is being expanded into a 
rural health unit. Working with existing maternal and child-health services, the 
international team’s public-health nurse trained local nurses in the organization 
of prenatal and postnatal clinics, home visiting, ete. This work was then put on 
a permanent basis by the establishment of a separate maternal and child-health 
clinic in Chiengmai, to give training in domiciliary midwifery and public-health 
nur.ing in connection with the existing nursing school, and to set up a chain of 
14 health centers throughout the Province. Assisted by technice] assistance 
funds, a public-health specialist in maternal and child health, two public-health 
nurses, and a sanitarian-are wcrking on this project, providing training facilities 
as well as essential health services aimed at integrating the whole project into the 
regular National Public Health Service. 

In a similar situation, where during an intensive malaria control program in 
the Lashio area of Burma the inadequacy of general health services in this rural 
area became strikingly apparent, it was decided to introduce into the malaria 
work other aspects of a rural health program, such as maternal and child health, 
environmental sanitation and control of other communicable diseases. All of 
this work is being integrated under a rural health unit, which will provide the 
varied types of public health service needed in the area. It will at the same time 
serve as a training center. This is another illustration of the interdependence 
of health services upon each other and demonstrates how frequently one type 
of service grows out of another as the need for the related service becomes very 
apparent. 


Tuberculosis 


A tuberculosis center has been set up in Egypt designed to serve not only as 
a detection and treatment center, but also as a center for the training of local 
doctors, nurses and technicians in the essential tuberculosis control skills. Similar 
centers are in operation in India, Thailand, and other countries, all designed 
to serve as the nuclei for additional centers within their own countries to meet 
the widespread and serious tuberculosis situation throughout the world. 


Venereal disease 


One venereologist, one serologist, and one public-health nurse with special 
experience in venereal-disease control comprised the international team which 
assisted the Government of Ethiopia with the establishment of a demonstration 
and training center for venereal-disease control. This center provides detection 
and treatment services as well as training in the techniques required for this 
type of control work. 


36234—53——_33 
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Similar projects are under way in Iran, Ecuador, and Saudi Arabia, among 
others. 
Nursing 

The extreme shortage of trained nursing personnel in Costa Rica led to a 
request from the Government for assistance in two types of nursing education 
programs: 

1. to prepare personne! to fill key positions in the field of nursing education 
and in the administration of nursing services, and 

2. to train a large number ef auxiliary nursing personnel to staff the nursing 
services under the supervision of the graduate nurses. 

The first part of the program started in San Jose during 1951, with a survey 
and reorganization of the school of nursing in that city. The assistance con- 
tinued during 1952, and is expected to continue for about 5 years, with about 4 
nurse instructors comprising the international team, using equipment already 
sent and the facilities provided by the Government. Under the newly inaugurated 
program, training is provided for top-level nursing positions, fellowships are given 
to train Costa Rica nurses to replace the international specialists, and training 
of auxiliary personnel is provided. A similar project is under way in the school 
of nursing in Asuncion, Paraguay. 


VOCATIONAL TRAINING 


The task of raising the standards of living and of accelerating economic develop- 
ment in any underdeveloped area hinges to a large extent upon the skill, the 
productivity, and the effective utilization of the available manpower. 

There are two particularly significant projects of vocational trainin’, one for 
the training of Yugoslavs by providing a number of technical exrerts and by 
extending fellowships for training abroad; the other for the t-aining of Latin- 
American workers in the SENAT vocational training center in Brazil. 

Under the terms of an agreement with Yugoslavia, arranrements have been 
made for the training abroad of 372 Yugoslav foremen and techni: ians. Training 
facilities in 61 industrial establishments have been found for over 200 of these 
workers; out of the 180 workers brought to Western Europe up to January 31, 
1953, 29 have completed their training and returned to Yugoslavia, while 151 are 
still at work in Austria, Belcium, France, Germany, the Netherlands, and Sv itzer- 
land. Forty-four instructors are also being sent to Yugoslavia to conduct on-the- 
job training. 

In 1951 the International Labor Office entered into discussions with the Govern- 
ment of Brazil and with the National Service of Industrial Apprenticeship 
(SENAIJ) in Sao Paulo from which emerced an acreenent for the ILO to under- 
take to sdminister a training scheme for Latin Amezvica, making use of the wide 
training facilities and schola‘shi s for industrial instructors offered by SENAI. 

The Brazilians offered 100 fellowships whereby, under the technical assistance 
program, technicians from Latin American countries could become the guests 
of Brazil. These included scholarships in spinning and weaving; fellowships for 
industrial instructors, foremen and technicians in mechanics, electricty, and 
textiles; correspondence courses for indystrial instructors; and the services of 
three members of SEN AI’s technical staff for lectures, brief courses, and technical 
discussions on the problems of training in Latin America. 

The scheme was essentially a partnership. At the request of the Br>-zilixn 
Government. ILO provided technical assistance to strengthen SENAT for this 
t sk end to enable it to extend its services. ILO has provided 15 school instruc- 
tors and granted 13 fellowships for foreign study by administr tive personnel, 
technicians, and teachers from SENAI. It also provides s.mple syllabuses and 
visual aids and complete correspondence courses in such subjects as carpentry, 
boilermaking, welding, automobile work, and machine designing. 

In another regional activity, the ILO sponsored an Asixn Regional Training 
Institute on Apprenticeship Training in the fall of 1952, bringing government 
officials to Europe to study methods in adve nce industries. 


COOPERATIVES, COTTAGE INDUSTRIES, AND HANDICRAFTS 


Another important field in the technical-assistance program to facilitate the 
development of cooperatives, cottage industries, and handicrafts. Projects in 
these fields have a double objective: The improvement of production techniques; 
and their rational organization along cooperative lines. 

A significant example of the type of assistance which is given in the cooperative 
field relates to a project requested by Iran. An expert in cooperatives arrived 
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in Tehran in May 1951, and was joined by asecond in September. They drafted 
a law on cooperatives, drew up model rules for cooperative societies, prepared a 
handbook on ec operatives, and to expedite interministerial consultations, examined 
the possibility of setting up a cooperative council with representatives from the 
different ministries concerned. They assisted the Government to found a series 
of model cooperatives in various places, and the first of them is being set up in 
Demavend. Other centers are being selected and the experts are investigating 
how consumers’ cooperatives can be set up in urban centers. The experts are 
also studying the possibility of transforming local agencies cf the agricultural 
bank into rural credit cooperatives and are preparing training courses in coop- 
eration for officials. 
SOCIAL SECURITY 


A number of social-security and social-insurance missions to assist various 
countries in the development of social-security legislation or in the administration 
of social-security programs. 

A social-security mission began work in Paraguay in October 1951; it was 
intended to last 6 months, but, at the Government’s request, its assignment in 
the country was extended by another year. 

The social-security schemes in Paraguay, which cover sickness, maternity, 
industrial accidents, occupational diseases, and pensions, are under the manage- 
ment of the Social Welfare Institute. The latest legislative reform, introduced in 
December 1950, extends the compulsory-insurance system to cover all wage earners 
including those in agriculture; thus the only categories not covered are public 
officials and the staff of the Central Paraguayan Railways. This extension of the 
scheme, together with the simultaneous grant of medical care to members of in- 
sured persons’ families, raises many administrative and financial problems in which 
Paraguay has sought advice. ‘Technical assistance is being given the general 
directorate of the institute in finding solutions to these problems and, more 
especially, in the organization of statistical and actuarial services. 

Missions to assist in the drafting of legislation and the establishment of social- 
security schemes have been sent to Burma, Indonesia, and Iraq. Technical 
experts on various aspects of administrative problems have been made availabie 
in Brazil, Panama, Paraguay, Peru, and Iran. 


LABOR LEGISLATION AND ADMINISTRATION 


Assistance has been requested by Liberia for the development of a complete 
labor code and reorganization of the present Bureau of Labor. Guatemala is 
receiving help in setting up machinery for the determination of minimum wages, 
the development of methods and criteria for the operation of such machinery, and 
the development of procedures for ensuring effective application of decisions. 
Indonesia is receiving aid in the establishment of an occupational classification 
system. In Libya experts are training junior-grade clerical officers for the civil 
service and technicians in general economic fields. 

A comprehensive survey of labor conditions in Pakistan was completed in 
January 1953 by a team of five labor officials, with a view to assisting Pakistan 
to prepare a labor policy for the coming years. The experts studied the situation 
in Pakistan relating to conditions of work and problems of women and young 
workers, industrial safety and hygiene, wage policy and industrial relations, and 
labor legislation and administration. The findings of this mission are now being 
completed for submission to the Government. 


EMPLOYMENT SERVICES AND LABOR INSPECTION 


Assistance is being given in the development of employment services in Ceylon, 
Pakistan, Guatemala, Peru, Greece, and Iran. Projects in labor inspection are 
under way in Iran and Iraq. Ona regional basis, an employment service training 
institute for Asian governmental officials was held in Japan in October and 
November of 1952. 

An employment service expert has been in Pakistan since March 1951, assisting 
the Government to evaluate and reorganize the existing employment service. 
Recommendations for the future organization and operation of a permanent 
employment service have been submitted to the Government. At the same time, 
the expert has worked closely with technicians from the present employment 
service in undertaking certain immediate improvements, such as the preparation 
of a manual of instructions, the revision of the occupational classification system, 
and newly appointed assistant managers of employment exchanges. 
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LABOR STATISTICS 


Without the development of adequate statistical measurements and statistical 
sampling in the underdeveloped countries, it is difficult to collect adequate data 
on which to base national labor programs. Yor this reason a number of govern- 
ments have requested assistance in this aren. To Iran, for instance, an expert 
has been sent to advise the Government on the collection and analysis of industrial 
and labor statistics, to recomraend necessary administrative and legislative 
changes, ard to conduct a statistical training course for officials. In Greece and 
Indonesia ILO experts are assisting in the establishment of Government labor 
statistics services. 

MANPOWER 


Several large-scale manpower surveys have been made at the request of govern- 
ments. One that may well have significance for the entire Asian region was 
carried out in Ceylon in the fall of 1952. An expert was sent to Ceylon to make 
an overall survey of manpower requirements and potentialities and to examine 
the practicability of establishing an employment information program. The 
expert is working in close collaboration with the Ministries of Labor and Education. 
On the basis of detailed questionnaires prepared by the expert, information is 
now being collected by the Ministry of Labor which relates to the existing employ- 
ment situation in different industrial and commercial and other establishments, 
together with an indication of likely demands in the immediate future. The 
survey also extends to highly specialized and scientific manpower. 


EDUCATION 


In a world in which one-half the population is illiterate, fundamental education 
is regarded as a vital element in the United Nations expanded program of tech- 
nical assistance for economic development. Through fundamental education, 
persons who have not had the benefit of formal schooling learn not only how to 
read ard write but how to improve their health, their crops, and their general 
living con titions. 

To meet the pressing need for teachers trained in the techniques of fundamental 
education and production of appropriate materials two regional training and 
production centers have been established at which national experts become quali- 
fied to work in fundamental education programs when they return to their own 
countries. The first of these centers, established in 1951 at Patzcuaro, Mexico, 
graduated its first class of 50 students from 9 Latin American countries in De- 
cember 1952. Facilities of the center have been expanded to enable doubling the 
enrollment of the second class now at Patzcuaro. Based on the experience of 
this first center, a second regional training and production center for fundamental 
education was opened in January 1953 in Sivs-el-Layan, Egypt. Fifty trainees 
from the six Arab countries are enrolled in this center. 

The simplest form of direct assistance to member states in fundamental educa- 
tion is the assignment of a single expert to help the government of the country 
concerned to study its needs and plan the possible expansion of fundamental 
education. An expert was sent to Cambodia, for example, to make recommenda- 
tions for a fundamental education program as part of a general educational 
development plan. In Ecuador, an expert in rural cultural missions is advising 
the government on a national program of rural missions in fundamental education 
and devising methods of work for these missions. 

To some countries UNESCO sends teams of experts in fundamental education. 
To Ceylon, for example, UNESCO sent a mission to help organize and direct a 
fundamental education demonstration center. The team was com d of an 
expert in fundamental education and director of the center (Dr. Hatch of the 
United States), a specialist in methods of teaching reading and writing, and a 
specialist in the training of rural workers. These UNESCO experts are assisted 
by an ILO expert in cottage industries and cooperatives, a WHO specialist in 
health education, and an FAO expert in agricultural extension. Adult educa- 
tion centers have been formed in many villages through the rural development 
movement; rural development societies have been encouraged to undertake 
self-help and social and economic improvement. Circulating libraries have been 
introduced; production of literacy teaching and reading materials has been 
undertaken; and rural village leaders are being trained. 

In Haiti, a local training center for fieldworkers in fundamental education 
was established, where several practieal courses in fundamental education and 
rural development have been given. Production of textbooks and reading matter 
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is continuing: including, for example, a simple textbook in Creole for teaching 
arithmetic to adults and a series of graded readers in French. In addition, visual 
aids and instructions for their use are being produced. Working with the educa- 
tional experts are experts in sanitary education, in agricultural techniques, and 
in small industries. These experts and the variety of activities they promote are 
contributing to raising the living standards of the people in the Marbial Valley. 

In Thailand, a technical assistance mission has been working with the Govern- 
ment for 2 years on a long-term program of educational development, concentrat- 
ing on the school system of one area, Chachoengsao, but including fundamental 
education. A specialist in adult education and a specialist in audio-visual aids 
are‘ working with the international team at Chachoengsao. The proje:t has 
shown how developments in the school system can be closely correlated with the 
extension of adult education in the community, so that the schools become a focus 
of adult interest and a source of new ideas, while the community as a whole learns 
to build upon the foundations of knowledge and literacy laid in the schools. This 
coordination is particularly significant in Thailand, where the rural school system 
has advanced more rapidly than other social services. 

Other educational projects involve assisting countries in primary and secondary 
education, vocational education, and the training of teachers. In Afghanistan, 
for example, experts are following up on recommendations of a mission sent in 
1949. One expert has concentrated on improving the svatem for training teachers 
and on developing primary education in the rural areas, as well as technical and 
vocational training. Another expert ou the training of teachers is lecturing at 
the training college for primary teachers in Kabul. 

In Costa Rica, an educational mission of four experts is preparing a long-term 
program for the development of the educational system of the country. The 
team has organized teacher-training courses at the experimental rural school; 
has assisted in arranging a 7-week summer course fur teachers; has drawn up a 
plan for the reorganization of methods for the training of teachers to work in rural 
communities; and has made a study of vocational trends in order to adapt. second- 
ary school curricula to the country’s needs. 

To follow up the recommendations made by a general educational adviser pro- 
vided in 1951, the Lebanese Government requested special assistance for the 
recently established Higher Educational Institute in Beirut with a view to modern- 
izing the organization, curricula, and teaching methods of the country’s primary 
schools. The Government appointed the Lebanese director of the institute, and 
three experts were provided under the U. N. expanded technical assistance pro- 
gram. A specialist in documents is responsible for the distribution of teaching 
materials and for the publication, in Arabic and French, of instructions designed 
to inform teachers about new teaching methods. An educational psvchologist 
is organizing a laboratory for psychological research and developing educational 
and vocational tests. <A specialist on the production of educational materials is 
revising teaching manuals in Arabic and French so that they will be better adapted 
to the country’s needs. 

Newly independent Libya is receiving technical assistance in the development 
of an educational training and production center at Sidi Mesri near Tripoli. 
One expert in educational materials is helping the relevant authorities to establish 
the syllabi for history and geography in Libyan schools as a first step toward 
book production in this field. The mission has been assisting the educational 
authorities with the supervision of the methods of teaching and examinations 
in the center. Finally this mission has helped the Government with the or- 
ganization of the educational administration for the whole of Libya, and with 
the preparation of the educational bill for 1952 which became Libya’s first educa- 
tion law. 

SCIENCE 


Technical assistance activities in the field of natural science may be divided 
into three categories: (1) scientific research; (2) scientific teaching; and (3) 
scientific and technical documentation and consultation services. 

Economic development is bound up with technical development and cannot 
be lasting unless it is backed by scientific and technical research. 

Under the U. N. technical assistance program India has received a team of 10 
scientific research workers to assist in a chain of 11 national laboratories which 
India has established, each of which deals with a specific industrial activity. 
A civil and mechanical engineer, for example, were sent to the Institute of Tech- 
nology at Kharagpur. The civil engineer is responsible for organizing the civil 
engineering and construction departments, preparing programs for graduate 
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and undergraduate students, and drawing up plans for five laboratories in the 
civil engineering section. The mechanical engineer has prepared a detailed pro- 
gram for two new courses which he initiated—one in applied technology and 
production technology designed for undergraduates, and another in production 
technology for graduate students. A specialist in textile research went to the 
National Chemical Laboratory at Poona. 

Brazil also requested technical assistence for its national research centers. A 
specialist in thermodynamics and fluid mechanics, for example, went to the 
Institute of Technology, which carries out research in pure and applied science 
and collaborates with higher education establishments in training personnel. 
During his mission, the expert was able to work out a number of economic develop- 
ment problems of importance to the Brazilian economy. He visited the north- 
eastern part of Brazil to study the process used to extract wax from the carnauba 
ae and to see how this method could be improved. On the same trip he studied 
10w wind generators could be installed to increase water and energy resources. 
Further, after a number of visits to Brazilian sugar refineries to survey the 
methods used, the expert recommended improvement so that more sugar would 
be produced with less fuel. Technical assistance experts are working at five 
other institutions in Brazil. 

To help establish a central hydrogeological institute, Turkey received the 
assistance of a team of four specialists. Courses on various branches of hydro- 
geology, drilling techniques, mineralogy, and applied geophysics have been pre- 
pared and will be given at the Technical University of Istanbul. 

In many underdeveloped countries, there is no general science teaching at all, 
or the teaching of science is very limited in character. To Liberia, for example, 
which is badly in need of technicallv trained personnel, a four-man mission was 
sent, upon request, to assist the University of Liberia in the teaching of science, 
The mission included professors of biology, mathematics, chemistry, and phvsics. 
In addition to giving courses in these fields at the university, the rrission was 
instrumental in bringing about changes in the university administration, and 
carried out practical research and experiments. 

A specialist in physics teaching and one in chervistry teaching went to Peru to 
assist in the improvement of science teaching in teachers’ training collezes. They 
studied the country’s needs in laboratory equipment for modern physics and 
chemistry teaching and for experimentation in those fields and plans were drawn 
up for the establishment of science laboratories in the teachers’ training colleges. 

Programs of economic development create in the underdeveloped countries a 
growing demand for scientific information and liaison services. In this connection 
it has been necessary to create scientific and technical documentation services. 
These services or centers assemble, from various parts of the wor!d, research infor- 
mation on specific problems in the pure and applied sciences. Translations and 
abstracts of these are provided, and in some cases microfilming services are used 
to make them available to scientific, technical, and industrial estahishments. 
With technical assistance in 1952 scientific and technical documentation centers 
Were established in or planned for Mexico, India, and Yugoslavia. 


CIVIL AVIATION 


Difficult terrain, impeding establishment of surface transport systems, often 
makes air transport a key factor in developing the productive resources of a 
country. Likewise, air transport can bring new opportunities for trade and 
commerce. 

During these early years of the technical assistance work in this field the 
primary emphasis has been on the development and improvement of the ground 
services required by civil aviation—aeronautical communications, sirport devel- 
opment and management, meteorology, and air traffic control. The next most 
frequent type of aid has been in the instruction of aircraft engine and airframe 
mechanics and aircraft inspectors. Advice has also been given on civil aviation 
organizetion in governments, air law and regulstions, airline operations and 
accounting and air transport economies. During the calendar year 1952 tech- 
nical assistance was provided to 29 different countries in Asia, Africa, Europe, 
and Latin America. This assistance was given by (1) supplying experts to advise 
the governments and provide basic training for aviation students in their own 
countries; and (2) by awarding fellowships for advanced training in countries 
where avistion is better developed. 

Illustrations of the assistance rendered are the following: 
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Iraq 

An air traffic control specialist sent to Iraq by ICAO has surveyed the Basra 
airport and made recommendations which have resulted in improvement of air 
traffic service accommodations, communications, and procedures. This same 
specialist is training a group of Iraqi to become air traffic controllers. A meteo- 
rologist has developed a plan for centralizing Iraq’s meteorological service through 
the formation of a single forecasting unit at Baghdad airport providing a 24- 
hour service for both Basra and Baghdad. Iraqis are being given on-the-job 
instruction in meteorology. In addition, four Iraqis have completed advanced 
courses in air traffic control, meteorology and airport management through the 
ae of fellowships for study in the United States, the United Kingdom, and 
igypt. 


Tsrael 

The Israeli Government has accepted, with minor modifications, a plan drawn 
up by a specialist provided under the UN technical assistance program for the 
remodeling and extension of the Lydda Airport and for construction work at two 
other airports in the country. An expert has also assisted the Israeli Department 
of Civil Aviation in establishing standards for licensing aviation personnel and 
helping the national airline to organize training courses for various types of tech- 
nical personnel. An aircraft certification specialist sent to Israel has drawn up 
standard procedures for airworthiness certification in the Department of Civil 
Aviation and assisted the Israeli airline in organizing its maintenance procedures 
and methods. An air traffic control instructor has completed training of two 
different groups of Jsraelis in communications, meteorology, navigation, theory of 
light, and traffic control. 
Indonesia 


The initial success in 1951 of @ technical assistance mission to Indonesia has 
been followed by many new accomplishments. Plans have been completed 
for improvement of the Djakarta Airport and other Indonesian airports. The 
Government’s svstem of personnel licensing has been revised and plans made for 
establishment of a new personnel licensing branch in the Directorate of Civil 
Aviation. Air traffic control procedures and flight information services have 
been improved. A survey has been made of the country’s communications facil- 
ities and a plan drawn up for radio aids to cover all air routes. The Indonesian 
Government has ordered new equipment to be installed at 30 airports and with the 
help of the mission has founded a national aviation college. 


Senator Tuyz. Can you give us a few examples while we are dis- 
cussing it? 
EXAMPLES OF TECHNICAL ASSISTANCE 


Mr. Ineram. Yes, sir; I can list some examples here. In the case 
of general economic development, it has done some of the economic 
planning, general surveys of economic requirements of the countries 
which have subsequently been used by our own bilateral people 
in the advancement of the bilateral program. 

Senator Tuyr. That is surveying. Let us get down a step below 
the surveying. Let us get into something physical, something which 
you have actually done. 

Mr. Ineram. All right. I would like to talk about the current 
activities which this U. N. program is advancing in cooperation with 
our own bilateral program in Pakistan. 

Senator Tuyr. You have been at it for quite a few years. You 
have had appropriations in 1952 and 1953. I would like to know 
what you have done specifically with some of the funds that were 
made available to you in the year 1952. 
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CONTROL OF YAWS 


Mr. Ineram. It has done a considerable amount of work in the 
control of yaws, which as you know is one of the debilitating diseases 
particularly prevalent in the underdeveloped countries. It has done 
an extensive amount of work in malaria control. 

Senator Toyz. How have you spent the money? 

Mr. Incram. This money is contributed to a central account which 
. administered by the Technical Assistance Board of the United 

ations. 

Senator Tuyz. That is right. Tell us just what do you do in the 
field to correct and safeguard the public, the people against that dis- 
ease. I would like to have some positive concrete examples because 
somebody is apt to ask us on the floor, that serves on this committee, 
to make that same explanation. So help me, I could not be of any 
help to you now with what information you have given me so far. 

Mr. Ineram. If I could refer to the work in Pakistan. 

Senator Tuyr. Go right through and tell us all you have done in 
Pakistan with the money. 


PAKISTAN TUBE-WELL PROGRAM 


Mr. Inecram. I would like to speak specifically to the tube-well 
program which is proceeding in Pakistan. The purpose of this pro- 
gram is to help Pakistan alleviate its critical food shortage in drought 
years such as the present time. It has a twofold purpose. First, to 
augment the inadequate canal water supplies of the irrigated lands of 
the Punjab and to control the level of the water table which, in parts 
of the irrigated area, has risen within a few feet of the ground surface 
and which causes land to be salinized and be taken out of cultivation, 
an estimated 20 to 40 thousand acres a year. It is believed that 
without a doubt the ground water level can be controlled and con- 
trolled with pumping from wells. There are unknown quantities to 
to investigate such as water quality and the feasibility of reclaiming 
excessively salinized lands, and this is the occasion for there bein 
recommendations from experts. That is why they need technica 
assistance. There are three phases in this program, research, produc- 
tion, and expansion. ‘The first stage is being undertaken by Food and 
Agriculture Organization experts working under the UN program. 
They are going there, they are investigating the effect of pumping on 
the water table. 

Senator Toys. Have they actually put in any pumps so that they 
are getting into operation or is this still in the planning stage? 

Mr. Ineram. This research phase, which is the FAO phase, has 
been proceeding on schedule. They have moved 17 hand operated 
drilling rigs into the area and by the end of May, and this report was 
written before that time, most if not all of the 24 tube wells will be 
supplied with pumps and will be ready for operation. That is in the 
past tense. It has now been completed. This is a report from the 
field I am reading from. It says officials of the Punjab Government 
are becoming increasingly more enthusiastic about the program and 
have expressed a desire to expand the work to other areas. A land 
classification survey has been completed of an area comprising—— 

Senator ELtenper. FAO is little different from this. 
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Mr. Incram. No, sir. FAO is one of the United Nations agencies. 

Senator ELLENpDER. It is not connected with the organization you 
are with. 

Mr. Incram. I am with the State Department. 

Senator ELLeNpER. I mean does FAO get this money out of this 
$17 million? 

Mr. InGram. It gets a considerable amount of money, sir, for this 
work. 

Senator ELLeNnpER. It gets money from some other source. 

Mr. Incram. It has its regular budget which handles its continuing 
expenses and then it shares in this technical assistance account of the 
United Nations which is operating under the Technical Assistance 
Board. On that are representatives of the Director General of FAO, 
Norris E. Dodd. Mr. Dodd himself sits on that Board and joins in 
the planning, the decision as to what project will be undertaken and 
how much money will be devoted to it. 

Senator ELLENpDER. Is FAO connected with the United Nations? 

Mr. Inara. It is a specialized agency. 


UNITED STATES CONTRIBUTION TO FAO 


Senator ELLENDER. To which we contribute? 

Mr. Inara. Yes. 

Senator ELLENDER. How much percentagewise? 

Mr. Anprews. Thirty percent. That is for the regular FAO work. 

Senator ELLENpDER. What did you do in Pakistan, did you furnish 
any of these pumps, did you finance them or did you ‘simply tell them 
what they could do with them, how these pumps could be operated 
and the results that would follow if they were put into operation? 

Mr. Incram. They actually brought in the pumps. 

Senator ELLENpDpR. Who is “they?” 

Mr. Inaram. FAO. 

Senator ELLenpER. They used what funds to purchase these pumps 
and to take them over to Pakistan? 

Mr. Incram. I am sorry. These are drilling rigs. This is part of 
their research exploration. They have not to my knowledge bought 
any pumps for permanent installation. 

Senator ELLENDER. What did they bring there to demonstrate? 

Mr. Incram. They brought in these hand-operated drilling rigs. 
It is a very simple rig. The purpose of this was to get the necessary 
data which would permit the general operation to continue. Those 
followed upon their land classification survey. 

Senator ELLeENpER. Aside from the actual technical advice, what 
was spent out of this fund for materials used? 

Mr. Incram. Practically nothing. 

Senator ELLenpER. That means something was spent. 

Mr. Inecram. Something was spent. Of the total $21 million 
program, not over $5 million will be spent, $5 to $6 million at the 
maximum will be spent for supplies and equipment. This is mostly 
the provision of experts under the U. N. program and to that extent 
it does cover 

Senator ELLenpEerR. But $5 million of the $21 million altogether 
will be spent for materials. 
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Mr. Ineram. It could be. The exact component of the supplies in 
any project is determined by the Technical Assistance Board of the 
United Nations. 

Senator Youne. Who is going to furnish the pumps and when for 
these projects where you are testing for water? 


UNITED STATES WHEAT CONTRIBUTION TO PAKISTAN 


Mr. Anprews. These particular studies they were making were 
done with the most primitive type of hand-operated drills. After 
that has been worked out there will be a combined Pakistan-TCA 
program which will involve the placing of pumps and testing out this 
theory of raising water from the lower levels to wash out the salt. 
Pakistan is rapidly going into a desert unless this salinity of the land 
is stopped. The Government here just the other day gave Pakistan 
a million bushels of wheat; a country that used to produce wheat, and 
it is going out primarily by the salting up of the irrigated delta of the 
Indus and the Ganges. This, frankly, is an attempt—nobody knows 
whether you can lick it or not—this is an attempt to lick a very serious 
situation. FAO did the first basic research. We are coming in, 
assuming that the technical assistance program goes on, with a few 
test pumps and test wells in the coming year to see if you can desalt 
this land by that process. 

Senator ELLENDER. So that you are going to have three agencies 
there, you are going to have the United Nations, FAO, and TCA. 

Mr. Anprews. That is true, sir. 

Senator ELtLenperR. That is what you are having, is it not? 

Mr. Anprews. I do want to make this very clear. When it comes 
to doing the job, you are putting the best you have on all sides on this 
neathenan job. It is not a matter of somebody directing a lot of stuff. 
It is a bunch of technical people working together there with the 
Pakistanis. I must insist that the Pakistani has a big part in this, 
working together. The only purpose I think for me sitting at this 
table is to emphasize the fact that in the bilateral technical assistance 
program we are not spending a nickel or sending a man where FAO, 
the United Nations itself or anybody else will send one. As a matter 
of fact, a Colombo plan man is in Pakistan. Australia is in Pakistan 
with a little technical assistance program. 


RESEARCH PROJECT 


Senator Ture. Who then heads up the entire research project to 
that so that you are not all going off in different directions? 

Mr. Anprews. The Pakistan Government itself, their representa- 
tives. It isa combined working together. We do not go in there and 
just take over part of their country. We are working with them. 

Senator ELLENpDER. The witness himself indicated that in addition 
to what the United Nations did through the group that we are talk- 
ing about, FAO came in and now TCA is going to come in. That 
is three. Did you tell us that was correct? 

Mr. Incram. FAO is one of the specialized agencies of the United 
Nations. This is a combined plan. FAO comes in only as part of 
the United Nations plan, just in the same way as what the Department 
of Labor does is part of what the United States Government does. 
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They are not that closely connected because they have a contractual 
relationship only. 

Senator ELLENpDER. | understand, but you yourself said that your 
technicians that are paid under this appropriation go in there and 
start the work. FAO comes in and then later on, what did you say 
say about pumps? 

I know you shake your heads about it. Did you say that TCA 
came in and put a few pumps in? 


FAO RESEARCH ON WATER PROBLEM 


Mr. Anprews. I am sorry, sir. I had referred to the United 
Nations. FAO came into Pakistan and with Pakistan did the 
original research on this water problem, drilled these 17 wells. They 
made a very elaborate, very detailed, and very thorough report which 
incidentally was handed to the experts in Pakistan. It was sent to 
this country and our reclamation experts here in the Department of 
Interior went over it to see if it had any validity and see if there was 
any basis for it. Pakistan had asked us for this same sort of assist- 
ance. They asked us for the same thing. FAO was already in there, 
so we let them do it, let them bring out the report. We will look at 
it and if it looks like it has some basis, maybe we will go along and 
help out on the deal. That report came back here. The Bureau of 
Reclamation went over it at great length. They sent some experts 
out there which we paid for. They made another appraisal of whether 
this was getting anywhere. 

Now, at this stage, after all the experts we know—Pakistan, FAO, 
and anyone that we have—we propose to try in the next few months 
to test out, putting pumps on some of these wells. 

Senator ELLENDER. What group is going to do that? 

Mr. Anprews. That is TCA. 

Senator ELLENpDER. You answered my question then that the three 
agencies are involved here. 

Mr. Anprews. I get all mixed up with the United Nations. 

Senator Toys. Is that the only reason these questions are asked? 
We are trying to find out if you can tell who has the responsibility. 

Mr. Anprews. In all of this it must be the Pakistan Government; 
the United States cannot go into Pakistan and do something for them. 
The Pakistan Government has the responsibility. All we can do is 
help and that is what we are doing. 

Senator Tuyg. I just want to be certain that you gentlemen knew 
which one was going to offer the help when they asked for it because 
you are going over it at the same time. 

Mr. Anprews. There is the problem and there is machinery; as | 
said before, TCA does not spend a dollar nor send a technician into 
any country where anybody else will do it. 


BACKGROUND OF WITNESS 


Senator Tarr. How long have you been with this agency? 

Mr. Anprews. I have been with TCA since April 25 of last year. 

Senator Tuys. Prior to that time? 

Mr. Anprews. Prior to that time I was in the Department of Agri- 
culture for 3 years. Prior to that I was with General Clay in Europe 
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for 3 years. Prior to that I was 2 years in the Army and the rest of 
my life I spent publishing in the newspaper business in Senator 
Ellender’s State with a cotton outfit. 

Senator Toyz. Now, I would like to develop another project that 
you are engaged in in that same country. 

Mr. Incram. In this country the United Nations Technical Assist- 
ance Administration sent an expert to Pakistan recently to make 
a survey of iron and steel output. The output of pig iron was in- 
creased in 1 factory by 44 percent through the advice of this tech- 
nical assistance expert. 

Senator Toye. What did they do in that plan to bring about that 
increase? 

Mr. Ineram. I will have to get that detail for the record. I do not 
have it here. 

Senator Ture. Can you get us that information? 

Mr. InGram. I will be very happy to. 

(The information referred to follows:) 


The following information is furnished by the United Nations on the increase 
by 40 percent of the output of an iron foundry in Pakistan as a result of the 
work of a foundry expert advising. the Government of Pakistan under an agree- 
ment between that country and the U. N. Technical Assistance Administration: 

The United Nations expert, John Bruce, of Paisley, Scotland, began his work 
in Pakistan by surveying the production methods of the largest foundry in Pakis- 
tan, Pakistan Industry, Ltd., a concern situated in Karachi, the capital of the 
country, which turns out cast-iron pipes, cisterns, sanitary ware, etc., with some 
265 employees. Within 3 days he came to the conelusion that, whereas difficulty 
in getting high-grade raw materials was one major reason for the relatively poor 
quality of the finished products being turned out, the introduction of certain 
more modern techniques alone would effect a vast improvement. 

He made detailed recommendations along these lines—recommendations 
which were well received by the foundry owners. It was pointed out, however, 
that since these techniques were unfamiliar to the local foundrymen it would be 
be difficult to find any technician in Karachi to carry them out and teach them. 

Mr. Bruce decided that the only way out of this difficulty was for him person- 
ally to take control of the foundry for 2 weeks. This he did, at the same time 
setting up a school within the foundry. Working himself at each phase of the 
production process, he taught by example the techniques necessary to improve 
the quality of the castings. Then he let the local foundrymen carry on with 
what he had taught them. 

Before Mr. Bruce took over, an average of 47 percent of all castings produced 
had to be rejected as unusable. After his efforts, rejects had been cut down to 
only 10 percent. 

Tn a letter to the Director General of Supply and Development of the Govern- 
ment of Pakistan, the owner-manager of the foundry stated: ‘‘We have to thank 
Mr. Bruce for all the advice given. * * * He has greatly encouraged us and 
made us confident that we can cast as well as any other country.” 

News of the success achieved as a result of the cooperation between this 
Karachi foundry and the U. N. technical-assistance expert spread throughout 
the country. Requests for Mr. Bruce’s help poured in from the other 250 
foundries in Pakistan. 

During the first half of 1953 he continued with spectacular results in other 
foundries, especially at Northwest Railway Foundry, Lahore, which supplies 
the rolling casting requirements of the country. Owing to the introduction of 
new methods as well as the use of better quality of molding sand, production 
has increased by 50 to 60 percent and the management of the foundry has stated 
that ‘‘ Mr. Bruce has saved the railway foundry thousands of rupees.”” He is now 
working with Batala Foundry Co., Lahore, the most important iron foundry in 
the country, where he will remain for 6 months. 

The expert, John Bruce, was born in 1906; is a graduate of the University of 
Aberdeen; former chief engineer of Gibbon Electric Furnace Co., London; em- 
ployed by Scotch Precision Testing, Glasgow, and African Iron & Steel Works, 
Johannesburg, South Africa. 
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Senator SmirH. Do you know any of this from your own personal 
experience or have you given us what you have from reports that 
come from other people? 


REPORTS OF FIELD REPRESENTATIVES 


Mr. InGram. What I was giving is not from my own personal 
experience. I am giving it to you ‘from the reports we get through 
the United Nations, from its field representatives. I am giving you 
the report, the benefit of the reports which our own U nited States 
representatives in the field have sent back to the Department. We 
keep a very close watch on this question of coordination in the field. 
We are continuously in contact with our field missions. 

Now, this work goes on cooperatively from the outset and the very 
fact that the U. N. technical assistance program is operated in such 
close cooperation with the United States bilateral program is un- 
doubtedly one reason that the Soviet states have attacked the U. N. 
program at every opportunity, up until very recently. 

Senator Smirax. How many reports come in? These different 
groups go into a country like Pakistan. Each group reports and 
then what becomes of it? 

Mr. Anprews. You are talking about the U. N.—— 

Senator Smita. Any activity that you gentlemen have to do with. 

Mr. Anprews. As far as TCA is conc erned, that comes in here to 
the technical people on the various desks that are handling the par- 
ticular country and if it requires an action, we move. But the main 
part of the technical assistance work, so far as the United States is 
concerned, is confined to the TCA country director and the mission 
in the country. He is responsible for keeping all this in line and 
responsible for working with the local government and responsible for 
the results. The only place we step into it is where we can help from 
this side. We get reports daily, as a matter of fact. All money is 
QO. K.’d here that is spent or used on all these projects, and we know 
what is going on in the field. 

Senator Smita. According to this report, we have here, it says the 
total funds allocated for country assistance does not include central 
administrative and indirect operational cost of the participating 
organizations or the estimated cost of the Secretariat or the technical 
Assistance Board. 


ADMINISTRATIVE AND OPERATIONAL EXPENSES 


Can you give us the amount of money that it does cost for the over- 
all administrative and operational? 

Mr. Ineram. Estimated for 1953, the direct project cost—now, that 
is the direct cost of experts working in the countries and of fellowships 
and scholarships granted—is $19,884,945. That represents 78.60 
percent of the total. The total is an estimated obligation of $25,300,- 
000 if the United States pays its contribution. The indirect opera- 
tional cost, which are program costs spread over all country activity 
and not confined to one, is $3,192,609. 

The administrative costs which are purely budgeting, finance, 
personnel management, and so forth, are $2,221,446. 

You have 79 percent of your total obligations which find their 
way into a direct activity in a particular country, an expert, the 
cost of getting him, and so on. You have 13 percent which is still 
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program cost to the extent of project planning, negotiation, briefing, 
and so forth. You do not want to send an expert out cold, not know- 
ing the situation of the country, not as a matter of fact, knowing 
what the United States will be doing. Those costs are 13 percent. 
About 91.2 percent of the cost is direct or general program; 8.78 
nero is purely administrative costs or personnel management, 
udgeting, and so forth. 
PERSONNEL 


Senator Smira. How many employees does that include, overall? 

Mr. Incram. Purely administrative, 335 for 1952. Indirect oper- 
scenes 345. These support an average of about 1,200 experts in the 

1eid, 

Senator Smirx. Will you give me those figures again and tell me 
how many are here and how many are in the field? 

Mr. Incram. The indirect operational group is 345. Straight 
administrative is 335. 

Senator Toyz. Where are the 335? 

Mr. Incram. Both the 335 and 345, some of them are at the United 
Nations headquarters in New York, some at the headquarters of the 
FAO in Rome, some at the headquarters of the WHO in Geneva, and 
so on. 

This operates through the specialized agencies of the United 
Nations in addition to the United Nations itself. 

Senator Smirg. Mr. Chairman, it seems from the little that we 
have that most of the money is going into administrative and opera- 
tional activities and employees rather than the results for which we 
are working. 

Senator i That is what I have been trying to develop here. 
We have gotten two explanations of what you have done in the field 
in Pakistan. You have sunken a few wells by these hand drilling 
machines. So you have not much involved there because it cannot 
be too great a project if you do it with the old antiquated hand ma- 
chine. So we know you have not been compelled to program a lot 
of money into the actual physical development there. 


INCREASED STEEL PRODUCTION 


Now then, you have given us an explanation of a steel project, on 
which you give us statistical figures on the increase in the steel pro- 
duction. But you have not told us how or what was done in the 
plant to bring about the increased steel. Now, give us some other 
concrete examples of what has been done there. 

Senator ELLenper. Is he going to obtain that for us? I would 
like to know how it is aenitels for one technician to go there and 
increase their plant 40 percent. 

Mr. Ineram. That is the report we received. 

Senator ELLENpER. I would like to have a full explanation of that 
for the record. 

Senator Toyz. When you received the report, did you check that 
report sufficiently so that you have detailed knowledge of how he 
achieved such a revolutionary accomplishment? 

Mr. Incram. That information will be on file at the United Nations. 

Senator Toyz. But you do not know it and it is part of your 
administrative responsibility to observe what is done in the field by 
the technicians that go out. 
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Mr. Incram. The State Department, its staff, is working in techni- 
cal assistance itself and is familiar with what the United Nations people 
are doing. 

Senator Tuyz. The record will show just how he accomplished this. 

Mr. Incram. I will find out what the United Nations records show 
and get that for you. 

Senator ELLENDER. We are a little mixed up here on the use to 
which you have in the past, and will in the future, put these funds. 
I wonder if you would be good enough in response to the question 
asked by Senator Smith, to tell us the amount that is spent for 
administrative, the number of people here, just as you have indi- 
cated, for each year, and how much money is spent out of that fund 
each year to pay for these technicians and their travel and livi ing and 
how much is spent for furnishing materials. 

Mr. Incram. All right, sir. 

(The information referred to follows:) 


Unitep Nations EXPANDED PROGRAM OF TECHNICAL ASSISTANCE 


1951 obligations (July 1, 1950—Dec. 31, 1961) 



































| | 
4 | Indirect | Adminis- | »p, 
| — operational} Subtotal trative I = — 
costs costs j | costs gations 
— —_ —~--—- ——-—--- oo — — a $$ 
Personal services , putatdedudes . |! $3, 261,813 | $708,263 | $3, 970, 076 $716, 814 $4, 686, 890 
Supplie s and equipme ec 304, 067 50, 560 354, 627 | 51,171 405, 798 
Travel and transportation eh ‘aa 139, 106 | 139, 106 | 140, 786 279, 892 
Contractual and other services - | 16, 775 | 58, 937 | 75, 712 | 59, 648 135, 360 
Fellowships and scholarships, ete | 931, 458 | 931, 458 | 931, 458 
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Percentage......-....-.------- ; 70.1 | 14.9 | 5.0 | 15.0 bi. 100. 0 
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Personnel detail 


1950-51 
Ruperts on field assignments !__.........._. pin bs isin well idicaieoe a 765 
PIU Ft, - nat cndhinchantidhinaiat sihnateitin tewteind geese inne aioe J 845 


ooper activities (estimated): 
RE OOEINTNES GUNITNUNDS 5. 5.5 6k cnn dsb ncn habbo s nid atikeb- cide 
ncninn nan, cocghnevhatinneennednengenvenoidttenscney i 





1 These are individual assignment figures, not man-years, 
1 As of Apr. 30, 1953: 1,142 experts were in the field. 
4 As of Apr. 30, 1953: 1,015 fellowships had been awarded. 


Senator ELLENDER. Give us a little detail about that. 


U. N. HEALTH PROGRAM 


Mr. InGram. I certainly will, sir. If I can give one more example, 
I mentioned the U. N. program is very active in the health field and 
it works through the World Health Organization. For many years 
malaria has been a particular problem in Formosa, where it is under- 
mining the health of the people and impairing agricultural and in- 
dustrial output. There are approximately 229 coal mines in For- 
mosa, most of which are along the malaria foothills along the northern 
part of the island. The high malaria rate has been a serious threat 
to production. In 1951 the Government of Formosa requested 
assistance from WHO under the U. N. program to attempt to bring 
this malaria under control. A WHO team started work in the spring 
of 1952 and has sprayed the houses of some 155,700 people with 
insecticides. The cost of this spraying was estimated to be 15 cents 
per person. By 1953 it is estimated approximately 1,503,000 people 
will be protected from malaria; and, if the program is permitted to 
continue, by 1955 this WHO team hopes to extend this campaign 
to the entire population of 5 million people on the island. 


PROGRAM COSTS 


Senator Taye. How much money has been spent totally for this 
program? . : 

Mr. Incram. I will have to get the cost of this particular Formosa 
malaria program for the record. 

(The information referred to follows: ) 

The cost for 1953 is estimated at $26,094. 

Senator ELLenpER. You mentioned WHO. That is another off- 
shoot of the United Nations? 

Mr. Incram. That is a specialized agency of the United Nations, 


Senator ELtenper. Did you employ them to do that? They get 
funds of their own. 


REQUEST FROM GOVERNMENT OF FORMOSA 


Mr. Incram. The Government of Formosa asked the World Health 
Organization to do this work under the technical assistance program 
of the United Nations. 
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Senator ELLenprer. WHO is a separate outfit and it gets funds for 
its own administrative purposes, does it not? 

Mr. InGram. It does. 

Senator ELLeENpER. The money you are appropriating here for 
health and sanitation, housing and social welfare, is spent through 
such organizations as WHO and others that may be engaged in doing 
this work. 

Mr. INcram. That is correct, sir. I would like to go back to my 
original statement that, when we decided that we wanted to advance 
a technical assistance program by feasible means, we found, because 
these United Nations agencies were doing this work in a limited way 
and had technical know-how, that it would be desirable to have a 
United Nations program. There are economies in this program 
beyond the fact that we have put up 60 percent to the central account, 
which means that other governments put up 40 percent. But, in 
addition to that, we have an economy in United States technicians 
in short supply. We will provide only about 25 percent of the 
technicians, and that means a lot to our own bilateral program. 

Senator Turn. The more testimony we are getting, the more we 
find that this fund of $18,345,812 is used just for administrative func- 
tions to detail somebody else to do something and somebody else’s 
fund is putting up the money to do it. 

Mr. InGram. Sir, I must apologize for my testimony then, because 
I do not think that is an accurate conclusion. 

Senator Tuyr. Every time you have given us a report, some other 
agency has come in here and done the work. 

Mr. Ineram. These other agencies are the ones getting this money. 
These are the agencies for whose purpose we are contributing to the 
central account. 

Senator Smirx. Could you combine all of the agencies and get done? 

Mr. Ineram. I think we are getting something done. I recall that 
we became members of each of these agencies individually. The 
United States Government and the Senate consented to the ratifica- 
tion of the treaties, constitutions, and so forth that set up these 
agencies. I know there has always been speculation in some quarters 
to the effect that we should never have had a decentralized organiza- 
tion. In other words, that there should be only the United Nations 
and it should do all the work in the field of health instead of having a 
separate World Health Organization; that the United Nations itself 
should do all the work in agriculture, and rot have a separate organi- 
zation. 

ADMINISTRATIVE DUPLICATION 


Senator Smrru. I would like to make the observation that I think 
we are wasting a lot of effort putting our own people to work and 
rot accomplishing the real objective. 

Now, I have been here for a long time and supported the agencies 
such as you have explained. Yet, I did not realize that we were going 
off into so many directions and having so much duplication, over- 
lapping, and operational administrative expense as there seems to be. 


36234—53 
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I do not see where we ever get anywhere. I have a case before me 
where we do not seem to be doing anything about taking advantage 
of what the other fellow has done a year ago or 10 years ago. Every- 
body starts out on a new track, sets up a new organization, sets up its 
own standards, its own promotional schemes, and so forth, and by the 
time they get ready to do anything they are starting again on another 
program. 

Mr. Incram. We did not set up new organizations when we started 
this U. N. techanical-assistance program. We used the organizations 
that we had, and we have been very conscious of the necessity for 
keeping out any duplication as between our United States program and 
the U. N. program. I think Mr. Andrews can testify as to the success 
we have had on it. 

So far as administrative costs are concerned, we of course would 
like to reduce them; but, given the nature of this technical-assistance 
work, given the fact that supplies are a very small part of the total 
cost, I think that this administrative cost to maintain approximately 
1,200 experts in the field and to keep going a fellowship program which 
gives you on a continuing basis about 1,200 fellowships is not beyond 
reason. 

AGRICULTURAL PROGRAM 


Senator Younc. What part of these programs are agricultural 
programs? 

Mr. Ingram. About 24 percent is agricultural programs. 

Senator Young. I have talked with many of your people in various 
capacities. I think there has been some improvement in the last few 
years, particularly in the agricultural and technical-assistance pro- 
grams, but the observations made by almost every single one of these 
persons I have talked with has been that this would be a far more 
effective program, a far more acceptable program, if it was handled by 
the Department of Agriculture rather than through the State 
Department. 

Now, Mr. Andrews, you have had considerable experience in the 
Department of Agriculture. Would you want to express an opinion? 
I do not suppose you would be permitted to do so. 

Mr. Anprews. Well, sir, I expect I better not comment on that. 
This whole problem here of just how you get hold of this United 
Nations technical assistance has beep under review. In the past there 
have been lots of arguments about it, and I happen to know it is under 
review right now. I think it is one thing that our new administra- 
tion—I am sure our new Director of Mutual Security, Mr. Stassen— 
will want to look into very carefully, because there is one group of 

eople that say “This money,” as you say, ‘ought to be allocated.” 
‘or instance, the portion of this $12 million that is going to go to 
agriculture ought be allocated to the Department of Agriculture, and 
they ought to work through the FAO and get the job done. 


TECHNICAL ASSISTANCE BOARD 


There is another group of people who feel that all of the money 
should be put into a pool in New York and you ought to have a big 
director of technical assistance of all kinds. At the present time it is a 
coordinating board, called TAB. This $12 million at the present time 
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goes to this Technical Assistance Board. They survey the general 
picture, and observe the programs that have been suggested. 

Senator Younae. Who is on that Board? 

Mr. Anprews. The representatives of the specialized agencies of 
the United Nations, WHO, FAO, ILO, the whole series of specialized 
agencies. 

Senator Youna. Are there any agricultural authorities on that 
Board? 

Mr. Ineram. Norris E. Dodd will either sit there himself or have an 
agricultural expert sit for him. 

Mr. Anprews. The money is divided up among these various 
agencies. 50 percent is allocated immediately to the agencies, and 
some held in reserve for further allocation, and they submit their 
programs to this Board. I personally feel that funds should be allo- 
cated in full to the specialized agencies at the beginning of the calendar 
year. 

Senator Youna. | think there is room for great improvement. In 
fact, I think this program ought to be abandoned by Congress unless 
there is a more effective program worked out, unless overhead expense 
and more practical results are obtained. 

Senator ELLenper. You have in this amount you are asking for, 
this total amount, agriculture, forestry, fisheries, $5,962,700. Now, 
what part of this amount do you spend through FAO? 

Mr. InGram. That is all FAO, agriculture, forestry and fisheries. 

Senator ELLenper. All of that is FAO? 

Mr. Ineram. That is right. 

Senator ELLenper. That is in addition to the money we appro- 
priate for the United Nations to operate FAO? 

Mr. ANpREws. Yes, sir. 

Senator ELLenper. In other words, we have contributed through 
the State Department for the United Nations during this year—it has 
already been appropriated—$25,627,972 to operate the United Nations 
and all these specialized agencies to which I say you are asking for 
supplemental appropriations. Am I right? 

You were present making a case for FAO and World Health Organi- 
zation, were you not, for the State Department? 

Mr. Incram. Yes, sir. 

Senator ELLeNpER. There was a showing made whereby the Con- 
gress appropriated these funds to operate FAO. 

Mr. Incram. As a United States contribution to that operation. 

Senator ELLenpDER. Now, in addition to that you are coming in to 
ask us to put up $5,962,700 more. 

Mr. Incram. We will not put up all. We pay 60 percent of that. 

Senator ELutenper. That is the total. 

Mr. Incram. That is what it gets out of the total. 

Senator ELuenpeEr. It will be $3 million some odd. Anyhow, this 
is in addition to what we got from the State Department bill that is 
going to soon be signed by the President. 

Mr. Incram. That is in addition to that. 


HEALTH AND SANITATION FUNDS 


Senator ELLenpER. Now your “Health and sanitation,” amount of 
$5,863,000, of which we put up 60 percent, that is going to be adminis- 
tered through the World Health Organization. 
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Mr. InGkam. That is correct, sir. 

Senator Eittenper. That is correct? 

Mr. Incram. Yes, sir. 

Senator ELtenper. And education, in that you have $2,546,100, 
that is 60 percent of that. I presume that is going to be handled 
through UNESCO. 


NATURAL RESOURCES 


“Natural resources,’’ how is that going to be handled? 

Mr. Incram. Part of that is through United Nations itself. That 
is general surveys. 

Geek Evutenper. “Industry, trade, and labor.” 

Mr. InGram. That is United Nations. 

Senator Extenper. That is “International Labor Organization” 
for which you have appropriated $1 million in round figures. 


TRANSPORTATION AND COMMUNICATION 


Mr. Incram. That is ICAO for the most part and some United 
Nations itself. 

Senator ELLenpEeR. What is Public Administration? 

Mr. Ingram. Many of these countries ask for assistance from the 
United Nations and advice on how to develop their administrative 
organizations. 

Senator ELLenpER. You mean their own government, how to 
operate their own government? 

Mr. Incram. That is right. 

Senator ELLenpER. We ought te get a lot of advice here as to how 
to operate our own Government with so many employees and every- 
thing else. I think we ought to have somebody show us how to 
operate. 

GENERAL PROJECTS 


Now, what are “General projects,” what is that? 

Mr. Incram. Those are U. N. projects themselves. 

Senator ELtenper. How does that differ from Health and Sanita- 
tion? 

Mr. Incram. They may be general economic surveys which cover 
the entire field, basic economic surveys 

Senator Taye. Now, Mr. Ingram, if Senator Ellender is through, 
take us back to Pakistan and tel] us some more of the technical services 
you are rendering Pakistan. What other projects have you? We are 
just taking this one nation to get an idea of what you are actually 
doing in the field. We are getting reports on what you do adminis- 
tratively. 

Mr. Incram. I am reading from the United Nations report—— 

Senator Taye. Don’t you know, Mr. Ingram? You are in that 
field and you have been administering it now for a number of years. 
Don’t you know without referring to a report? Can’t you give us 
some specific understanding of it on your own part without referring 
to this report? You are in this administrative field. I am trying 
to find out what are your duties, what do you do? 
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Mr. Incram. What I do will not give a very leading bit of informa- 
tion as to this program itself because this is operated by the United 
Nations. I am with the State Department. My office has responsi- 
bility for the management of United States contributions to these 
various organizations. 


RESPONSIBILITY FOR ALLOCATION OF FUNDS 


Senator Turn. Do you have any responsibility in assigning and 
allocating the funds? 

Mr. Incram. That is done by the organizations themselves. 

Senator Tuy. But the function comes under your department. 

Mr. Incram. That is right. 

Senator Tuy. So that in a sense you are responsible for its function. 

Mr. Incram, That is right. 

Senator Ture. But you know nothing about it. I thought you 
could tell me from your memory, exactly what you are doing. I 
can read that report. 

Mr. InGram. You asked me what they were doing in Pakistan. 
I would like to show the variety of things there are. I think you 
wil find there are a number of things being done which it might be 
difficult for me to retain in my memory. 


FINANCIAL ADVISERS 


Senator Youna. I understand you have a program on how to teach 
foreign countries how to balance their budgets. 

Mr. Incram. The United Nations program has sent some financial 
advisers. 

Senator Youne. Who do we have in that field and how many? 

Mr. Ineram. I will have to get that for the record. 

Senator Younc. Will you get that for the record? 

Mr. Ineram. Yes. 

(The information referred to follows:) 


The following fimancial advisers were in the field as of July 1, 1953: 

G. E. Bouchet, French, in Afghanistan 

A. Karasz, United States, in Bolivia 

W. W. Morton, United Kingdom, in Bolivia 

C. Weis, Dominican, in Ecuador 

M. Galan-Gomez, Colombian, in Ecuador 

W. Karakachess, stateless, in Indonesia 

W. Mohl, United Kingdom, in Libya 

A. Quereshi, Pakistini, in Libya 

R. W. Groenman, Netherlands, in Pakistan 

An example of United Nations assistance in the monetary and fiscal field is the 

work of Mr. O. Ernest Moore, manager of the research department of the Federal 
Bank of New York, who was assigned to advise the Government of Haiti, but is 
not shown in the above listing as he was not on assignment on July 1. The 
Government of Haiti has requested the further services of Mr. Moore for a period 
of 2 years to carry through to completion the program of monetary and fiscal 
reforms proposed by him in his report during his first mission. The scope of the 
proposed reforms in Haiti is described in a press release of April 23 released to the 
newspapers of Port-au-Prince by the Secretary of State for Finances and the Vice 
President of the Council of Administration of the National Bank of the Republic 
of Haiti. This press release reads in parts as follows: “In the talk broadcast on 
April 1 last His Sosctioney the President of the Republic announced to the nation 
the intention of the Government to institute monetary and banking reforms in 
Haiti in collaboration with the Directors of the National Bank of the Republic of 
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Haiti and with the technical assistance of the United States expert, Mr. O. 
Ernest Moore.’’ The press release then sets out the comprehensive nature of the 
reforms and their effects on various aspects of the country’s economy. The 
proposed legislation is going before the Congress of Haiti the week of July 20, 1953. 


BANKING ADVICE TO PAKISTAN 


Mr. Incram. I think it more directly takes the form of one project 
here ia Pakistan. An expert in commercial banking has been advising 
the State Bank of Pakistan in developing procedures for the inspection 
of commercial banks and the regulation of their terding policy. 

Senator Youne. Will you furnish for the recocd a complete list of 
all those you have in this budget-balancing program and send me a 
copy? 

Mr. Inecram. I will. 

Senator Youna. Give me their background and what their salaries 
are. 

Mr. Incram. I will send you what I have on it. There is an expert 
in Pakistan under the U. N. program who has beep assistiag the small 
iron and steel foundries to improve their production methods and 
products, and he will continue through this year. 

Senator Tuyen. He has already accomplished 40 percent increase in 
steel production. He still has a job to do? 

M~. Ingram. That was in one plant, sir. 

Senator Tuyn. But there are other plants? 

Mr. Incram, Yes, sir. 

Senator Tuye. I see. 

Mr. Incram. There is also an expert in the manufacture of surgical 
instruments who was appointed in 1952 to help the small factories of 
Weat Pakistan producing surgical instruments to improve their pro- 
duction techniques. He will be in Pakistan in 1953. 

Senator Tuy. Where was he before he went to Pakistan? 

Mr. Incram. I will have to get that, sir. I do not have his 
nationality and background. 

Senator Toys. Furnish that for the record, who the gentleman is, 
what he has been engaged in prior to his assignment in Pakistan, and 
what his assignment was so that we may be certain what his back- 
ground is. 

Mr. InGram. Yes, sir. 

(The information referred to follows:) 

The following information has been furnished by the United Nations on the 
expert on the manufacture of surgical instruments who is advising the Govern- 
ment of Pakistan. The expert is Mr. H. P. Hennevelt, Dutch, who is a leader 
in the manufacture of surgical instruments in the Netherlands. Surgical in- 
struments are one of the most important exports of Pakistan, where their pro- 
production, on a cottage basis, is the livelihood of many thousands of craftsmen. 
An adaption of the industries to modern methods of production is needed. 

Mr. Hennevelt arrived in Pakistan in February 1953 and has already made 


important recommendations for establishing a centralized plant which would 
supply the craftsmen with semifinished products which they would complete. 


Senator ELLenper. Have you the name of that company in Pakistan 
that has increased its production by 40 percent? 

Mr. Ineram. I do not have the name. 

Senator ELLenpeEr. I will be interested in sending a cable to them 
asking them about it, on my own because I am interested in that. 





Se A a RINT > RM 


Oc, 





MUTUAL SECURITY APPROPRIATIONS, 1954 533 


Mr. Incram. The name of the company is Pakistan Industry, 
Limited, Karach. There are two experts in cement production who 
worked with the Government in 1952 and completed their assignment 
in the first half of 1953. 

Senator Ture. What did they accomplish? 


PAKISTAN TELECOMMUNICATIONS 


Mr. Incram. I will get that for the record. The Government of 
Pakistan has attached a very high priority to improvement and 
modernization of the country’s telecommunications, particularly in 
East and West Pakistan, which are separated, as you know, by some 
1,500 miles. 

(The information referred to follows:) 

The following information has been furnished by the United Nations on the 
work of the experts in cement production. The experts are: 

Mr. Alexander Tindall, United Kingdom, born 1885. He is the former 
works manager of Rugby Portland Cement Co. in charge of several assign- 
ments for building new cement plants particularly in Latin America. 

Mr. Anton Wind, Danish, born 1910. He is an engineer with Smith & 
Co., Copenhagen, a firm that plans and builds cement factories. 

These two experts have submitted to the Government of Pakistan a report 
containing detailed recommendations, with production cost estimates and studies 
of raw material, for improvement and expansion of cement products. They have 
recommended an additional 370,000 tonnage in cement production in West 
Pakistan. This expansion in capacity which has already been started as a result 
of the work of these experts, involves the modernizing of existing factories and the 
building of a new plant in Karachi. 

Senator Turn. What other projects are being carried on in Pak- 
istan? 

Mr. Inaram. This is one, this telecommunications project by three 
experts in high-frequency radio, overhead lines, and underground 
cables. They are over there for a year. ‘These experts are giving 
assistance to the Government on projects it defines. 


ECONOMIC DEVELOPMENT SURVEY 


There is also underway a general survey of economic development 
possibilities of the Baluchistan State Union which is going on in 1953. 
Both United Nations and FAO experts plan to help the Government 
over a period of years in promoting the integrated economic develop- 
ment of the state union. In the field of primary metals, there are a 
number of small foundries in Pakistan which produce such things as 
locks, brass water fittings, and so forth. There is an expert who is 
being provided to help them in the development of that industry. 

Senator Turn. Will you give us some information about that ex- 
pert, what he has been engaged in before he went over to Pakistan? 

Mr. InGram. The expert has not yet been recruited. 

Senator Tuyr. Now, what other project? 


INLAND WATER TRANSPORTATION 


Mr. Incram. In Pakistan, inland water transport plays an es- 
pecially vital part in the economy of the country. Toward the end of 
1953 an expert will be sent to help improve the design and construc- 
tion of small craft with a view to increasing their carrying capacity. 
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In the case of statistics—and that is one of the real jobs in these 
undeveloped countries, as the statistical foundation for what their 
needs are are very slim. 

Senator Taye. Who makes the decision when these various tech- 
nicians are assigned to a country like Pakistan? 

Mr. Inecram. The general project is reviewed by the Technical 
Assistance Board which has on it the representatives of the agencies. 
It is then up to the agency, the FAO, for example, to get the experts 
into the field and to direct their activities while they are there under 
the general supervision of the Board and the Chairman of the Board, 
Mr. David Owen. 

Senator T'uye. We will have information as to the qualifications of 
these technicians when you submit that information for the record. 

Mr. Incram. Yes, sir. 


FIELD OPERATION COSTS 


Senator Ture. How much was the total money that has been as- 
signed to Pakistan for this actual field operation? 

Mr. Ineram. In 1953, sir, the funds which will go into Pakistan—— 

Senator Taye. What did you spend last year? 

Mr. Incram. The funds allocated are $1,081,574. That is for this 
calendar year 1953, that is the estimate. 

Senator Toyz. You operated 1 year on that fund. At the present 
time you have operated 1 year. You have outlined to us the pro- 
jects that are actually in the field here. 

Mr. Ineram. That is correct. You asked for 1952, sir. The 
amount there was $1,041,574. 

Senator Tuyn. You spent $1,041,000 for what you have outlined 
here to us and you are not quite through giving us a detailed report 
of what you are doing in Palkistan. 

Mr. Incram. Which I will be happy to submit for the record, sir, 
if you like. 

Senator Tuyr. I know, but do you have it before you? 

Mr. InGram. Yes, sir; I have. 

Senator Toyz. You have all the details? 

Mr. Ineram. Yes, sir; I can go through them. 

Senator Toyz. How long would it take to go through that report 
so that we will get it all here before us right now? 

Mr. Incram. I think it will take a half-hour. The U. N. program 
is made up of individual technical assignments in these various fields. 
They do not have a large supply component, so it is mostly experts. 

As I pointed out before, Senator, the regular budget of FAO, for 
example, allows smaller amounts for this form of activity. 


FAO BUDGET 


Senator ELLEnpER. The lar budget of FAO, as I recall, was a 
little over a million and a half dollars, The budget of World Health 
Organization was almost $3 million. I was led to believe as a member 
of the committee for State, Justice, and Commerce, that these amounts 
were the amounts that were going to be spent by us through the 
United Nations organization and that it would be about a third; as a 
matter of fact, this $25 million is about 34 percent of the eatire budget 
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of the United Nations and here we find ourselves with this additional 
sum. In other words, when I voted on funds for World Health Organ- 
ization, I thought that our contributions would be limited to this $3 
million, but I find here that under ‘Health and sanitation” we are 
being asked to put up almost $3% million additionally. Is that 
correct? 

Mr. Incram. Those contributions were to the regular budget and 
activities which service all member states. 

Senator ELLenpeR. What is the difference between the work 
carried on by the World Health Organization as presented to us, as 
the budget is presented to us, and this? This is only supplemental, 
then, to what we did. 

Mr. Ineram. It supplements part of that regular budget. In the 
case of the regular FAO budget, the assessed budget of $5,225,000, 
about 12 percent only is available for direct technical assistance to 
countries. This is called the U. N. Expanded Program of Technical 
Assistance. 

Senator ELuenper. Let me ask you something. What would 
happen if we struck all this out? 

Mr. Ineram. There would be no U. N. technical assistance program. 

Senator ELLenperR. But you have it under this other. 

Mr. Ineram. It would be limited to the small amount of activity 
that could be carried on under the regular budget. 

Senator ELLenper. When I voted for this—I looked up the record 
because I asked a lot of questions about it—I got the impression 
that this was the amount of money that I indicated for the World 
Health Organization, $3 million, that we were going to put up. Now, 
we find where this appropriation is being supplemented by 60 percent 
of $5,868,000 that is now being asked to run MSA. 

Mr. Ineram. That is correct, sir. The earlier figure we discussed 
was our assessment to the regular budget. 

Senator ELtenpgerR. You say this is voluntary? 

Mr. Ineram. Yes. 

Senator E,uenper. Now, when you speak of 1,200 experts, are 
those experts being paid out of this fund or are any of them being paid 
out of any other fund? 

Mr. Ineram. They are not being paid out of other funds. They 
are being paid out of these funds. 

Senator ELLenper. If this entire amount were cut out, we would 
do a limited job under the present setup. 

Mr. Ingram. What could be done under the regular budget would 
be done. 

Senator Turn. Then you will furnish, Mr. Ingram, for the record, 
all of the projects that you are carrying on in Pakistan. 

Mr. Ingram. Yes, sir. 

Senator Tuyz. You will give the name of the technician assigned 
to the various projects, the numbers of people assigned to the project, 
and the salaries, the classification of each of those employees, including 
their salaries. 

Mr. Inaram. We will be very happy to, sir. 

(The information referred to follows:) 
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Unitep Nations ExpaNpDED PROGRAM OF TECHNICAL ASSISTANCE 
PROJECTS APPROVED FOR OPERATION IN PAKISTAN IN 1953 


1. Money, banking, and insurance (U. N.) 


An expert in commercial banking, who has been advising the State Bank of 
Pakistan in developing procedures for the inspection of commercial banks and the 
regulation of their lending policy, and an expert who has been assisting the 
National Bank of Pakistan in foreign exchange banking, will both complete their 
assignments during 1953. 

1953 estimated obligations, $13,290. 

Number of fellowships, 0. 

Total experts required. 2. 

Exnerts in field, Rudolf Groenman, Netherlands (reimbursable loan from 
Government); 1 expert completed assignment. 


2. Industrial management and research (iron and steel) (U. N.) 


An expert who has been assisting the small iron and steel foundries to improve 
their production methods and products is continuing to assist them during the 
current year. This project is expected to continue through 1954. 

1953 estimated obligations, $9,570. 

Number of fellowships,0. 

Total experts required, 1. 

Experts in field, John Bruce, United Kingdom ($700 per month). 


8. Industrial management and research (surgical instruments) (U. N.) 


An expert in the manufacture of surgical instruments, appointed in 1952 to 
help the small factories in west Pakistan producing surgical instruments to im- 
prove their production techniques, will serve in Pakistan throughout 1953 and 
1954. 

1953 estimated obligations, $10,010. 

Number of fellowships, 0. 

Total experts required, 1. 

Experts in the field, H. P. Hennevelt, Netherlands, ($700 per month). 


4. Building industry (cement production) (U. N.) 


Two experts in cement production who advised the Government during 1952 
finished their assignment during the first half of 1953. 
1953 estimated obligations, $4,425. 
Number of fellowships, 0. 
Total experts reauired, 2. 
Experts in the field, 2 experts completed assignments. 


5. Telecommunications (U. N. and ITU) 


The Government attaches high priority to the improvement and moderniza- 
tion of the country’s telecommunications, particularly because east and west 
Pakistan are separated by 1,500 miles. Three experts in high frequency radio, 
overhead lines, and underground cables are being joined during the year by an 
expert in indoor telephone exchange and two broadcasting engineers. 

1953 estimated obligations, $40,368. 

Number of fellowships, 0. 

Number of experts required, 6 

Experts in the field, L. Guibert, French ($700 per month); S. Guijano- 
Caballeo, Spanish ($600 per month) ; H. A. Philipps, United Kingdom 
($700 per month); 1 expert completed assignment; 2 experts not yet as- 
signed. 


6. General economic survey (economic development of the Baluchistan State Union, 
second phase) (U. N.) 


The services of the leader of the team of experts which made, during 1952, a 
survey of the resources and the economic development possibilities of the Baluchi- 
stan State Union were extended for part of 1953 to permit completion of the 
report. 

1953 estimated obligations, $1,880. 

Number of fellowships, 0. 

Number of experts required, 1. 

Experts in the field, 1 expert completed assignment. 
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7. Primary metals (U. N.) 


A number of small foundries in Pakistan are engaged in rolling nonferrous 
metals for producing such things as locks and brass water fittings. An expert in 
nonferrous metals is being provided to advise on improved plant layout and 
modern rolling techniques for these foundries, 

1953 estimated obligations, $8,787. 

Number of fellowships, 0. 

Number of experts required, 1. 

Experts in the field, expert not yet assigned. 
8. Transportation equipment industry (U. N.) 

Inland water transport plays a specially vital part in the economy of East 
Pakistan. An expert is to be sent in 1953 to help in improving the design and 
construction of local small craft with a view to increasing their carrying capacity. 

1953 estimated obligations, $4,318. 

Number of fellowships, 0. 

Number of experts required, 1. 

Expert in the field, J. Mayer, Netherlands ($600 per month). 
9. Statistics (U. N.) 

A demographic statistician is being provided for a period of 1 year, commenc- 
ing with the second half of 1953, to assist the Government in studying and analyz- 
ing the results of the census taken in 1951. 

1953 estimated obligations, $8,878. 

Number of fellowships, 0. 

Number of experts required, 1. 

I xpert in the field, D. J. Ralston, Canada ($600 per month). 


10. Pulp, paper, and other wood products (U. N.) 


In connection with the Government’s plans to develop local production of 
newsprint, an expert is to be provided for 2 or 3 months to advise on the develop- 
ment of the newsprint and mechanical-coated printing industry. 

Estimated 1953 obligations, $4,988. 

Number of fellowships, 0. 

Number of experts required, 1. 

Experts in the field, expert not yet assigned. 


11. Organization of employment and training service (first phase) (ILO) 

To follow up the assistance provided in this field during 1952, two fellowships 
each are to be given in employment service and vocational training to enable 
the Pakistan officials concerned to gain a broad practical knowledge of the opera- 
tion of their services. 

1953 estimated obligations, $12,000. 
Number of fellowships, 4. 
Number of experts required, 0. 


12. Training in labor administration (ILO) 

An expert who is assisting the Government in organizing training courses for 
labor officers will continue to work in Pakistan during part of 1953. An addi- 
tional specialist is also being provided for 1 month to lecture at the training 
course. 

1953 estimated obligations, $7,100. 

Number of fellowships, 0. 

Number of experts required, 2. 

Experts in the field: 1 expert completed assignment in April; 1 expert not 
yet assigned. 


13. Survey of labor conditions (I LO) 


A mission of five experts, which commenced its work in the latter half of 1952, 
concluded the survey during the first half of the year. Three fellowships are 
being awarded, one each in social security, industrial hygiene, and industrial 
safety. 

1953 estimated obligations, $19,100. 

Number of fellowships, 3. 

Number of experts required, 5. 

Experts in the field, experts completed assignment. 
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14. Training within industry (ILO) 

An expert has been assisting, since June 1952 in organizing training courses for 
supervisory personnel in administrative and human relations skills, including job 
instruction, job relations, and job methods. 

1953 estimated obligations, $4,500. 

Number of fellowships, 0. 

Number of experts required, 1. 

Experts in the field, G. J. Harrower, Canada. 
15. Survey of agricultural labor conditions (ILO) 

A specialist is carrying out a survey of the working and living conditions of 

the agricultural workers. 
1953 estimated obligations, $6,500. 
Number of fellowships, 0. 
Number of experts required, 1. 
Expert in the field, Sir Malcolm Darlind, United Kingdom. 


16. Handicrafts and cottage industries (J LO) 


One expert in cottage and small-scale industries and 1 expert in mechanical 
engineering are to be provided for a period of 3 months to advise on (a) the 
design, quality, and finish of the products of small-scale and cottage industries; 
(6) production processes and possible labor-saving devices in these industries; 
and (c) the manufacture of machinery for these industries. 

1953 estimated obligations, $7,800. 

Number cf fellowships, 0. 

Number of experts required, 2. 

Experts in the field, J. Gooden, United Kingdom; 1 expert not yet assigned. 


17. Labor statistics (ILO) 


An expert is to be provided during the latter haif of this year, for a period of 6 
months, to advise the Government on the formulation of suitable schemes for the 
collection of labor-force statistics. 

1953 estimated obligations, $5,700. 

Number of fellowships, 0. 

Number of experts required, 1. 

Experts in the field, expert not yet assigned. 


18. Land and waier use (Ganges-Kabadak scheme( (F AO) 


The Ganges-Kabadak scheme aims, through a pumping station on the Ganges 
River and a system of irrigation canals, at providing irrigation facilities for 
about 2. million acres of paddy land in East Pakistan. For the first phase of 
this scheme, which will have to be implemented over a number of years, FAO 
is providing directly a team leader with an administrative officer, an expert in 
soil fertility, an irrigation agronomist, a specialist in farm management and 3 
specialists in soil survey; and through an arrangement with a commercial firm 
another team of 5 experts made up of 3 hydraulic engineers, an irrigation engi- 
neer, and an expert in surveying. The program will also provide water-sampling 
equipment worth $6,000. 

1953 estimated obligations, $160,000, 

Number of fellowships, 0. 

Number of experts required, 13. 

Experts in the field, W. J. Van Bloomstein, Dutch; Torben Arendrup, 

anish; Benjamin Teensma, Dutch; J. C. Mayer, French; W. F. Van 

Beers, Dutch; J. L. Unger, Duteh; 8. Eng, Chinese; C. P. Defforey, 
French; J. C. Soulet, French; E. E. Chapun, French; J. H. Stepowski, 
French; M. R. Genet, French; one expert not yet assigned, 


19. Land Gnd water use (Indus Valley) (F AO) 


In the canal-irrigated tracts of the Indus Valley, on the one hand, the aggre- 
gate water supply is inadequate and, on the other, in many parts the ground- 
water table has risen and the soil is threatened through salinity and alkalinity. 
The program has assisted during the last 2 years in a series of pilot projects to 
tackle this dual problen. During the present year a team of experts will assist 
in a large program of exploratory boring of tube wells in waterlogged areas where 
the water pumped out could be used for irrigation. The Government is provid- 
ing the equipment for sinking 32 tube wells during 1953, while the United States 
Technical Cooperation Administration is to collaborate in the pools by provid- 
ing a ground-water geologist and a soil and water chemist. The FAO team in 
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1953 is made up of a land and water specialist, a specialist in land use, two experts 
in land classification, a ground-water engineer, an irrigation agronomist, an irri- 
gation and drainage engineer, and a geophysicist. 

During the year FAO will also provide geophysical equipment worth $10,000. 

1953 estimated obligations, $90,150. 

Number of fellowships, 0. 

Number of experts required, 8. 

Experts in the field, F.O. Youngs, United States; W. E. Bowser, Canada; 
J. P. Dabell, United Kingdom; H. C. Scholtz, South Africa; H. E. Selby, 
United States; E. A. Olafson, Canada; R. C. Sparks, United Kingdom ; 
one expert not yet assigned. 

20. Land and Water Use (Baluchistan Agricultural Development) (F AO) 

The Government attaches high priority to the economic development of Baluch- 
istan and during 1952 a joint UN-FAO team carried out for the Government a 
survey of the development possibilities and needs of the area. During the current 
year FAO is providing a team of 3 experts to help in the agricultural development of 
Baluchistan—a range-management expert, an irrigation engineer to survey the 
open surface water resources and advise on their proper utilization, and a ground- 
water geologist to undertake experimental drillings. 

1953 estimated obligations, $33,300. Number of fellowships, 0, total experts 
required, 3, experts in the field, T. O. Smallwood, United States; H. C, 
Scholtz, South Africa; 1 expert not yet assigned. 


21. Land and water use (F AQ) 


The two irrigation engineers who worked in west Pakistan in 1952 assisting the 
Government in the survey of the development possibilities of the Baluchistan 
State Union and in tackling water-logging and salinity in the Indus Valley, con- 
tinued their work on these projects during part of 1953. (Two technical super- 
visors to work at the headquarters office of FAO on the iand- and water-use project 
in Pakistan are also being provided.) 

One fellowship is to be awarded for the study of land and water use. 1953 
estimated obligations, $36,430. Number of fellowships, 1, total experts 
required, 4, experts in the field, completed—none in field now. 


22. Farm machinery (F AO) 


In connection with its various land-reclamation projects, the Government is 
using about 750 tractors. Four experts, who commenced their assignment in 
1952, are assisting the Provincial Government in training management personnel 
in the operation, maintenance, and repair of tractors and related equipment. 

1953 estimated obligations, $35,000. 
Number of fellowships, 0. 
Total experts required, 4. 
Experts in the field, G. N. Wylie, Australia; M. N. Garrard, Australia; 
T. J. Venables, United Kingdom; J. K. Garner, United States. 
23. Animal production (F AO) 
An expert who has been advising on the setting up of a modern slaughterhouse 
in Karachi continued for 2 months in 1953 to finish his work. 
1953 estimated obligations, $2,500. 
Number of fellowships, 0. 
Total experts required, 1. 
Experts in the field, completed. 


24. Animal disease control (F AO) 


Three fellowships are being awarded for the study of veterinary science. 
1953 estimated obligations, $12,000. 
Number of fellowships, 3. 
Total exports required, 0. 
Experts in the field, no experts. 


25. Agricultural institutions (F AO) 


This item provides for the expenses of the Chief of the FAO¥Mission, Mr. 
W. C. Clewett—United Kingdom, and for a staff of 2, 1 of whom will, during 1953, 
examine the situation regarding the size of farm holdings, and the feasibility of 
cooperative farms. 

1953 estimated obligations, $30,900. 
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26. Agricultural economics (F AQ) 

The program is providing three experts in agricultural economics—a statistician 
who is advising the Government on a plan for an agricultural census, an economist 
to examine the production and distribution costs of important cash crops and to 
train local officials in the techniques of calculating them, and an expert in agri- 
cultural credit to assist the Agricultural Finance Development Corporation. A 
technical supervisor at the FAO headquarters has been assigned for this project 
for 2 months. 

1953 estimated obligations, $23,499. 

Number of fellowships, 0. 

Total experts required, 4. 

Experts in the field, Martin Rauterberg, German; Sheldon Tsu, United States; 
2 experts not yet assigned. 


27. Fishery development (F AO) 

A commercial consultant provided for work in east Pakistan during 1952 
continued there during the early part of 1953. 

In west Pakistan, a naval architect is being assigned during 1953 to assist in 
designing improved types of fishing craft. A harbor specialist and a refrigeration 
engineer are helping for short periods in connection with the new fish harbor 
and market in Karachi to be constructed on the lines suggested by an earlier 
FAO mission. 

1953 estimated obligations, $10,540. 

Number of fellowships, 0. 

Total experts required, 4. 

Experts in the field, C. 8. Ohlsson, Sweden; 3 experts completed assignment. 


28. Crop production (fertilizers) (F AO) 

The Government desires expert assistance in evaluating the result of the work 
already done in Pakistan on the use of fertilizers for the principal crops and in 
recommending new experiments. An expert, who will work in cooperation with 
the United States Technical Cooperation Administration, is being provided for 
this purpose. 

1953 estimated obligations, $9.000. 

Number of fellowships, 0. 

Total experts required, 1. 

Experts in the field, expert not yet assigned. 


29. Forestry Development (F AO) 

A previous FAO team made concrete proposals for the conservation and 
development of the forest resources of east! Paskistan. As a followup, an expert 
is being provided for 2 months in 1953 to work in cooperation with the United 
States Technical Cooperation Administration in preparing a project for the 
industrialization of the Chittagong Hill tracts, including the establishment of a 
research and development station for forest products. Provision is included 
for one fellowship. 

1953 estimated obligations, $8,500. 

Number of fellowships, 1. 

Total experts re~uired, 1. 

Expert in the field, Von Monory, Netherlands. 


30. Special educational service (schools broadcasting) (UNESCO) 

This project, which began in 1951, is due to end during 1953. An educational 
broadcasting specialist has prepared for the Government a comprehensive plan 
for initiating educational broadcasting programs in the school system. This 
specialist and two field engineers who have been helping in the engineering aspects 
of the broadcasting system will continue to help the Government until July 1£53. 
$3,000 worth of equipment is to be provided for this project during the current 
year. 

1953 estimated obligations, $16,850. 

Number of fellowships, 0. 

Total experts required, 3. 

Experts in the field, A. J. Halls—Australia, 2 experts completed assignments. 


31. Geophysical research and meteorological services (UNESCO) 
This project, which has been in operation since February 1951, is scheduled to 


continue to April 1954. A team of 4 specialists-—1 each in geodesy and seismology 
and 2 in geophysics—will continue to assist the Government throughout 1953. 
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The work of the team will enable (a) move accurate meteorological services which 
will benefit agriculture, industry and transport; and (b) facilitate detection of 
earth tremors, and the immediate initiation of protective measures in an area 
around Quetta in West Pakistan which in the past has frequently suffered from 
earthquakes. 

One fellowship is to be awarded and $31,500 worth of equipment is to be pro- 
vided in connection with this project during the current year. 

1953 estimated obligations, $79,900. 

Number of fellowships, 1. 

Total experts required, 4. 

Experts in the field, Gunaar Norgaard, Denmark; Dr. H. I. S. Thirlaway, 
United Kingdom; Fournier D’Albe, United Kingdom; Dr. Carl Wienert, 
Germany. 

82. University science teaching (UNESCO) 

Facilities in the universities in Pakistan for teaching and training specialists 
in sciences such as physics, metallurgy, and mineralogy, so essential for industrial 
development, are limited. The program is providing an expert in mineralogy 
to work at Lahore in the Punjab University, an expert in metallurgy for the 
Dacca University in east Pakistan, and a specialist in physics for the Karachi 
University. Provision is also included in 1953 for two fellowships and $5,000 
worth of equipment. 

1953 estimated obligations, $41,200. 

Number of fellowships, 2. 

Total experts required, 3. 

Experts in the field, Olaf Anton Broch, Norway; J. Winterbottom, United 
Kingdom; one expert not yet assigned. 

383. Civil aviation (ICAO) 

Three instructors, who have been assisting in the air-traffic control and com- 
munications school in Karachi, are being joined during the current year by an 
air-traffic services instructor and an airline economist. 

1953 estimated obligations, $43,300. 

Number of fellowships, 0. 

Total experts required, 5. 

Experts in the field, E. L. Hains, United Kingdom; G. B. F. Morton, United 
Kingdom; C. J. O’Reilly, United Kingdom; 2 experts not yet assigned. 


34. TB control—Demonstration and training center (Karachi) (WHO) 


This center, which started in 1951, and other such centers functioning in the 
different parts of Pakistan, aim at demonstrating modern methods of TB control, 
at intensively training Pakistan personnel in such work, and provide surveys to 
acquire better information on the extent of the TB problem. During 1953 the 
WHO tea is made up of 2 medical officers, an X-ray technician, a laboratory 
technician, and 2 public health nurses. UNICEF is providing equipment and 
supplies. 

1953 estimated obligations, $41,500. 

Number of fellowships, 0. 

Total experts required, 6. 

Experts in the field, Dr. J. Nielsen, Denmark; Dr. Mosige, Norway; Bruce 
Coleman, United Kingdom; Miss Ivy Pearce, New Zealand; Ferris, 
United Kingdom; one expert not yet assigned. 


35. TB control demonstration and training center (Dacca) (WHO) 

This center performs the same work as the center described in the previous 
paragraph but functions in East Pakistan. During the current year, WHO is 
providing a medical officer, an epidemiologist, a laboratory technician, a nurse, 
an X-ray technician, and a consultant. UNICEF is providing equipment and 
supplies. 

1953 estimated obligations, $43,000. 

Number of fellowships, 0. 

Total experts re yuired, 6. 

Experts in the field, Marchi, Italy; Williams, United Kingdom; Miss Sten- 
hagen, United States; three experts not yet assigned. 
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86. Cholera control (East Pakistan) (second phase) (WHO) 


Following the intial survey conducted last year, the Government of Fast 
Pakistan desires to implement a 3-year project to (a) conduct more intensive 
studies in a typical area and (6b) develop and demonstrate practical environmental 
sanitation methods for the control of cholera in a typical area where cholera is 
endemic. For this project a team of 6 experts—a sanitary engineer, 2 bacteriolo- 
gists, a health educator, a sanitarian, and a consultant—1 fellowship in bac- 
teriology, and $15,000 worth of supplies not available locally, are being provided 
this year. The results of this project are likely to be of value to all the cholera 
endemic areas of India and Pakistan. 

1953 estimated obligations, $39,000. 

Number of fellowships, 1. 

Total experts required, 6. 

Experts in field, James B. Arbuthnot, United States; Gohar, Egypt; 4 
experts not yet assigned. 


87. Maternal and child health demonstration and training center (Peshawar) (WHO) 


This project, which began in March 1952, will continue throughout 1953 and 
1954, with assistance as provided in 1952, viz, a social pediatrician, a public 
health nurse-midvife and a midwife tutor. Two fellowships are to be awarded 
this year. UNICEF is providing part of the equipment and supplies. 

1953 estimated obligations, $28,400. 

Number of fellowships, 2. 

Total experts required, 3. 

Experts in field, Miss Nam Kyung Koh, Korea; Miss E. Hodson, Australia; 
Miss Frevala, Ireland. 


38. Maternal and child health demonstration and training center (Lahore) (WHO) 


A social pediatrician and five nursing instructors who worked at this center 
during 1952 will continue to help there during part of 1953, after which the Gov- 
ernment is expected to be in a position to take over the activities carried on by 
WHO. The center trains “community midwives” as well as graduate nurses. 
UNICEF has provided supplies. 

1953 estimated obligations, $19,700. 
Number of fellowships, 0. 
Total experts required, 6. 
Experts in field, Miss Montgomery, New Zealand; Miss Jorgonsen, Norway; 
fiss Kelley, Ireland; Miss Court, United Kingdom; 2 experts completed 
assignments. 
39. Maternal and child health demonstration and training center (DACCA) (WHO) 

The training of health visitors to serve as community midwives in an expanded 
maternal and child health scheme is particularly important in East Pakistan with 
its heavy population and great scarcity of nurses. WHO is providing for this 
training center at Dacca a MCH medical officer, two public health nurse educa- 
tors, two midwifery nurse educators and two fellowships. UNICEF is providing 
supplies. 

PP 053 estimated obligations, $34,000. 

Number of fellowships, 2. 

Total experts required, 5. 

Experts in field, Miss Barton, United Kingdom; Dr. L. Y. Kaplan, South 
frica; Miss Badsworth, United Kingdom; 2 experts to be assigned. 


40. Venereal disease control, (Karachi) (WHO) 

Syphilis is known to be widely prevalent among the working classes—par- 
ticularly in the citics and seaports. A WHO team, which since November 1952 
has been demonstratii:g modern methods of treatment and control and providing 
courses for doctors, nurses and laboratory technicians in Karachi, is expected to 
finish its work in Karachi in the course of this year. It will then be transferred to 
Chittagong in East Pakistan to undertake a similar task. UNICEF is expected 
to provide supplies. 

1953 estimated obligations, $32,000. 

Number of fellowships, 3. 

Total experts required, 3. 

Experts in field, Dr. F. R. Curtis, United Kingdom; Mr. Wheland, United 
inz. on; Miss Elle Kallins, United States. 
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41. Nursing school (Dacca) (WHO) 

Three nurse educators with appropriate teaching equipment, which is being 
supplied by UNICEF, are assisting at the Medical College Hospital, Dacca, 
in preparing student nurses for basic hospital and public health nursing and are 
also providing refresher courses for nurse tutors from other hospitals. This 
project, which began in 1952, is scheduled to continue to the end of 1954. 

1953 estimated obligations, $24,000. 

Number of fellowships, 5. 

Total experts required, 3. 

Experts in field, Miss D. Potts, United Kingdom; 2 experts not yet assigned. 

Nore.—The information on salaries of experts, where not shown, has been 
requested of the United Nations. 

Senator Tuyn. So we have taken one country and we will carry 
through on Pakistan and try to get a complete breakdown of what we 
are spending in Pakistan. 

Senator SmirH. I have before me some figures that I would like to 
read and have some comment on. 


1952 AND 1958 ALLOCATIONS AND EXPENSES FOR PAKISTAN 


It appears that the amount of money allocated for 1952 and 1953 
amounts to $22,900,624. The amount of money in payments is 
$3,227,527. Now, what has become of some $19 million? 

Mr. Incram. This was for the calendar year 1953? 

Senator SmirH. 1952 and 1953. It is the TCA’s fiscal record that 
I have before me. It is for Pakistan, 1952, allocated $10,705,624, 
payments $337,058; 1953, $12,195,000, payments $964,370; total 
$22,900,624 allocated, $3,227,527 in payments. 

Mr. Inecram. I will ask Mr. Andrews to respond to that. 

Mr. Anprews. This is out of TCA? 

Senator Smirx. Out of TCA fiscal records, status in Pakistan. 

Mr. Anprews. Does that refer to United Nations? 

Senator Smit. This is the TCA. 

Mr. Anprews. That is a bilateral program. That will go on 
review Monday or later today when we take up the point 4 technical 
assistance, whatever the Senator wants. 

Senator Smiru. I thought we might finish Pakistan. We will leave 
it if that is the wishes of the chairman. I wanted to ask some more 
questions which will bear on this. You would like to put that over 
until Monday? 

Mr. Anprews. Whatever the Senator wishes. 

Senator Tuyn. We started with Pakistan and the reason we have 
carried through on these questions was to try to draw it all together 
so that we knew what we were doing in one nation with all the moneys 
from the various funds that we were drawing from in order that when 
we got through we knew just exactly what we had spent and what we 
had accomplished in that country. If it would be possible to get the 
answer to the question Mrs. Smith has raised—— 

Senator Samira. It is just a matter of clearing up this one point. 

Senator Tye (continuing). We would have all that has been done 
in this one country and all the funds that are involved and what 
agencies you have drawn funds from. That was the reason I was 
trying to keep it together in one. 


86234—53——-35 
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SIGNING OF PAKISTAN AGREEMENT 


Mr. AnpreEws. I can give you a comment on this particular thing. 
The Pakistan agreement was signed last year about the 11th or 12th 
of February. I was present at the signing of it. That overall agree- 
ment provided that we would contribute $10 million to the joint fund 
in which Pakistan would put up $10 million of their money. 

Senator Smita. Thisis TCA. 

Mr. Anprews. This is TCA in Pakistan. That was in carrying 
out a general policy in which we have to insist that the host country 
contribute at least dollar for dollar with us and as much as possible 
more. At the time we had practically no one in the field so far as 
Pakistan was concerned; we had no country director organization; 
we had only I think two technicians who were there strictly on an 
advisory basis. 

PROPOSED PAKISTAN PROJECTS 


Then began a long period here of negotiation and discussion with 
the Pakistan Government. I might say that all governments have 
plenty of ideas on how we should spend our money and then at the 
signing of this particular agreement the Pakistan Government had 
already worked up a whole series of projects for that purpose. One 
was a sugar mill, and another a cement plant. 

The Congress clearly last year laid out that we were to carry on 
a technical assistance program and not an economic development 
program, putting in capital investments in certain types of enterprises. 

We had to tell the Pakistan Government we could not go along on 
that sort of thing, that the main element of this work was technical 
assistance, and the Pakistan Government, I am not saying this with 
any disparity to the Pakistan Government, is a new Government. 
It had practically no one in the Government that really understood 
what a technical assistance program was. 

We had a long period of finding people to discuss these things with 
and work out a typical program—a program which we could go with 
under our law. We simply could not follow the type of program 
they wanted. 

We sent a very distinguished gentleman, Dr. Hutchison, from the 
University of California out there as a country director. He was 
there a few weeks and cracked up. He came home. 

One thing right after another happened and this leads up to the 
fact that only within the last 3 months has there been a meeting of the 
minds, has there been a genuine outline of the type of program we can 
carry forward. 

EFFECT OF PERSONNEL SHORTAGE 


The sheer lack of personnel, the difficulty of this new country to 
meet its myriads of pressing problems simply causes undue delay in 
getting around to its commitments. For instance, it was less than 
8 weeks ago that I was in Pakistan and only in that week did the 
Pakistan Government get around to putting up its rupee share to 
match the $10 million we committed a year Oe We felt that we 


could not in good faith go ahead with a program, spending our money, 
when the Pakistan Government had delayed its contribution. This 
was not a deliberate thing on the part of Pakistan; it simply takes 
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time for government machinery to get rolling in Pakistan, the same 
as it does in this country. 

Meantime we had some technicians there and were working with 
them on their broad program. 

| will say agreements now have been signed, project agreements 
have been signed with Pakistan for practically the total amount of 
the 1952, 10 million, and I think 10 or 11 million outlined for the 
1953 program, we have spent practically none of the 1953 program 

Senator Smira. Wouldn’t this be typical of other nations? 

Mr. Anprews. Not always. In the first place, in other nations 
in most countries with the exception of India we have not had that 
much money to deal with and there was not the pressure to use it for 
plain economic spending aid. 

Most everybody would like to have a check and throw it around. 
When you say “We will bring a technician here. You put up some 
of your own money and we together with our technicians will attack 
this program and you put up technicians and people and we will go 
alone together.’”’ That is the thesis of it. 

We have had similar problems. We had problems in Indonesia 
last year, we have had a problem in quite a number of countries. 
We had problems in Lebanon.. Even this last year we had to tell 
Lebanon either you put up some money and go along or we pull our 
people out 

We started to pull them out and in about the Jast 3 days of the 
grace period they signed up their contracts, voted 15 million pounds 
to put into the program and we are going forward now in Lebanon 
with a good program. 

Senator Smiru. I do not want to leave Pakistan. 

Mr. Anprews. That is an illustration. 


LITANI RIVER INVESTIGATION 


Senator Smirx. I find in Lebanon that TCA is calling for $456,000 
to continue its investigation of the Litani River when the data are 
already available on Lebanon and the United Nations has estimated 
the probable cost to be $240,000 for a survey that seems to have 
been made. 

Mr. Anprews. That is not true, Senator. The Litani project, and 
if 1 can take just a minute on the Litani project—for 5,000 years the 
people have been looking at the Baalbeck Plain and Litani and saying 
what a wonderful thing to have a power development. 

There has not been a single time until 2 years ago that anybody 
undertook to find out whether, if you were going to build the dam 
there, the water would not run out through the subterranean cavities. 

This money is for the drilling and basic engineering so you can 
say where we can put a dam and how much will it cost for revetments 
and how much power it will produce, and then put it up as a banking 
proposition. We will not finance the dam. All we can do is the basic 
engineering and that we are doing in Litani. That is being done by 
about 25 engineers of the Bureau of Reclamation of the Department 
of Interior on virtually a contract basis and we assume they are 
eompetent people and know what they are doing. 

Senator Smirn. Going back to the money allocated and the pay- 


ments, the figures here indicate that the whole of the Far East, the 
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total is $157,614,110 out of which only $36,472,291 has been spent 
so it would not seem that Pakistan was an exception, it would look 
as though it was over the entire Far East. 

Mr. Kuienvs. India is the other big item and that will be taken 
up in straight testimony, the problem of unexpended balances that 
we are supposed to hit at our Monday hearing, but we can take it 
up now. 

Senator Toye. We will get to that on Monday. 

Senator Smiru. All this ‘I have been talking about is additional to 
the amount of money we are appropriating for the State Department 
for the separate organizations. 

Mr. ANpDrREws. Yes, that is correct. 

Senator Smira. Would it be in order at this time to ask Governor 
Stassen a question? 

Senator Tuy. I am sure it would. 


REORGANIZATION OF FUNCTIONS 


Senator Smrrn. Has there been any consideration or are you giving 
any consideration to reorganizing and centralizing all these functions 
instead of having so many different ones? 

Mr. Srassen. Yes, I am. In fact, the President’s Reorganization 
Plan No. 7 brings these directly under my jurisdiction effective as of 
August 1 unless the Congress disagrees and I believe the House 
yesterday concurred in the plan. As of that date I will have direct 
administrative responsibility over both the multilateral technical 
approach and the various United Nations approaches and the United 
States technical assistance approach. 

I have at the present time brought in three very competent men 
who are not available for governmental service, and therefore are 
completely without special interest, to go into these organizational 
problems. 

They are a Mr. Walter Finke, who was State welfare director when 
I was Governor and is now in industry, as an officer of Minnespolis- 
Honeywell, former national president of the Junior Chamber of 
Commerce. Leslie Gravlin in Connecticut with a background of 
governmental experience; and John Moore, my comptroller at the 
University of Pennsylvania who showed exceptional ability, 


ELIMINATION OF DUPLICATION 


These three men complement each other in their experiences and 
techniques and they are now engaged in analysis. They spent most 
of last week in TCA anticipating the August 1 date at which time we 
will try to bring together the coordinated approach between the 
multilateral United Nations activities and the combined United 
States of America approach. It is also my policy in approaching it 
that we will utilize the existing departments of our Government and 
not duplicate them. We will have an arrangement with our Depart- 
ment of Agriculture—I think Senator Young raised a question on it— 
with our Tionesiseank of Interior and reexamine the most efficient 


and least duplication that can be involved in that situation. = | 
I might say that when I came back from the Far East trip with 
Secretary Dulles I began to go into this question of the multiple 
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technical approach to the same problem and the way in which it could, 
either by geographic approach or by subject approach, be brought 
together in a more coordinated manner. 

Senator Smirx. And all this can be done without action by Congress? 

Mr. Strassen. Yes, it can be done under the President’s reorganiza- 
tion plan going into effect August 1. 

Senator ELLENDER. That means on the United States level. You 
are not going into FAO with the United Nations? 

Mr. Strassen. Yes. 

Senator ELLenper. Insofar as the appropriation is concerned? 

Mr. Strassen. I will have jurisdiction over the United States funds 
that go to those purposes but on a cooperative basis. I feel sure I can 
work it out in a more effective integration with the various United 
Nations agencies. 

Senator E.LLenper. Especially as to these so-called voluntary 
funds? 

CONGRESSIONAL LIMITATION ON FUNDS 


Mr. Srassen. That is right. In other words, I take it that the 
appropriations that Congress makes in these matters are not manda- 
tory appropriations that we must pay over to someone but rather 
they are limits that we cannot pay more than, and therefore we can 
negotiate agreements with these United Nations activities and with 
governments as to how to pull these together and what amount of 
funds might then be involved. 

Senator ELLENnpeEr. Since all these funds as indicated by Mr. 
Ingram are more or less voluntary it strikes me it could certainly be 
worked through our own TCA program. Why put so much addi- 
tional emphasis in the United Nations? 

Mr. Strassen. Then you get into the basic matter of whether there 
is a value in doing some of these things through the multination 
approach, and I feel that you can do it efficiently and effectively. 

Senator ELLENpDER. Without duplication? 

Mr. Strassen. That is right. 

Then there is definite value in working in partnership with other 
countries with their putting in, even though a small amount, of funds 
and drawing on their technicians. There is a byproduct that should 
not be lost sight of, and that is the association of United States tech- 
nicians with technicians of other countries and of United States tech- 
nicians in the difficult problems in other lands. It does tend to enrich 
the technical competence of the United States people at the same time 
that it advances the economic and scientific progress of other countries. 

So this is a matter of working together. The basic thing, of course, 
should be to work together with the maximum efficiency. 

I think it also should be commented upon in fairness to the gentle- 
men who have been working on it that when you move into a new 
situation in an uneasy postwar world, it is much easier to sit back 
and be critical of instances of duplication than it is to actually go 
through the administrative processes themselves. You do have the 
fact that with all of these complications that have come up, neverthe- 
less these countries have advanced in their production, in their educa- 
tion, in their scientific achievements, so that you can see indications 
of progress. 
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REBUILDING OF PAKISTAN CIVIL SERVICE 


Pakistan, which the committee went into in detail, is quite sig- 
nificant in that respect because the background is that a very large 
percentage of the previous civil servants of Pakistan wound up in India 
and Pakistan had to rebuild a civil service almost from scratch. Like- 
wise many of the business people of Pakistan wound up in India in 
the partition, so you did have an unusual kind of problem as I reviewed 
it and observed it in the field in two visits to Pakistan. 

Senator ELLtenper. Not only is that true in Pakistan but you find 
that our representatives abroad are trying to teach some of our friends 
methods that they are incapable of absorbing. It would be like teach- 
ing a fifth grader calculus. They just cannot understand it. 


TURKISH ORDNANCE CENTER 


Mr. Srassen. In some places that is true and in some places you 
get the other result. I mentioned, I think the other day, the matter 
of the ordnance center for repair and rebuilding that had been created 
in Turkey. A few years ago there were many who said that you could 
not develop a mechanical approach in Turkey, that the peasants did 
not have the mechanical background, and so on and so forth. 

But I saw this very excellent mechanical truck rebuilding plant and 
tire vulcanizing and many modern mechanical things being operated 
by a group of young men recently off the Turkish farms, and they had 
been organized and developed by a young Turkish officer who was a 
graduate of the University of Michigan. He had gone back from an 
engineering course at Michigan and he was turning out literally thou- 
sands of young Turkish mechanics. 

Sometimes you can find very little indeed that can be accomplished 
and, on the other hand, vou are amazed at some of the improvement. 

I do not know about the steel plants but we find frequently men who 
know, going into a situation from their experience and straightening 
out methods of machinery and getting amazing results in an improved 
situation. 

INCREASED FOOD PRODUCTION 


It is a fact that the food production that Senator Young mentioned, 
some of the agricultural technical assistance in the use of fertilizers and 
seeds and methods of cultivation have obtained tremendous progress 
in many parts of the world. 

Senator Smira. Mr. Chairman, Mr. Andrews used the expression 
“grace period.”” Did you mean by that, Mr. Andrews, that you have 
a certain time for each project? 

Mr. Anprews. In the case of Lebanon, Lebanon had requested 
very avidly and vociferously certain technical assistance. 

They pressed us continually to get people there and get the overall 
agreement signed. We signed the overall agreement and then each 
project must be developed on its own. We have an agreement on 
how many technicians we will put in on the project. 

Also, how much money we will put in, how much they will put in, 
and so forth. 

They were refusing to sign project agreements. We said, “Now, 
unless you do get around to doing this we are going to have to pull out 
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of the country,” and we did move some of our people out because they 
did not come up with their part of the agreement or money. 

Senator Surra. In Pakistan I find that the amount of the obligation, 
May 31, 1952, was $460,476 and June 30, a month later, the obligation 
was $10,624,331 which would indicate that unless you spent that 
money in a hurry you are going to lose it. 

Mr. Anprews. Are you ‘talking about 1953? 

Senator Smrpu. 1952. 

Mr. ANDREWs. 1952 

Senator Smirv. 1952. 

Mr. ANpreEws. | carry here on my chart as an authorization but 
not as an expenditure, it was obligated. I have it here as June 30, 
1952, it was obligated. 

Senator ELLENDER. How much was that? 

Senator Smirx. $460,000 May 31, $10,624,000 June 30. I asked 
the question about the grace period because it would indicate to me 
this was one of the cases where the money would be lost if not spent 
and I wondered if that were true, 

Mr. Anprews. As the Senator indicates, the major portion of the 
fiscal 1952 funds were obligated in June 1952. As I explained earlier, 
this came after a long delay in signing the country agreement which 
came in the spring, I think February 11, 1952; and, further, after 
our country director had suffered an attack and had to be recalled. 
All during the period between February 11 and late June, project 
agreements were being worked out between the technical representa- 
tives of Pakistan and the American mission, and it is true that the 
money was obligated late in the fiscal year, but those were firm obliga- 
tions against definite programs which Pakistan and the United States 
are now carrying forward. 

Senator ELLENDER. Since we are trying to understand the picture 
in Pakistan, 1 wonder if you could be more specific about the $10 
million for 1952 and the $10 million for 1953 that we bound ourselves 
to furnish, provided they match it. What is it for? 


FERTILIZER FOR PAKISTAN 


Mr. Anprews. Some for fertilizer, about $6 million. 

Senator ELLenprER. To do what? 

Mr. Anprews. To distribute fertilizer to the small growers in 
Pakistan. 

Senator ELtenper. Free of cost? 

Mr. Anprews. No, sir; they pay for it in their own money, their 
own funds. 

Senator ELLenper. Do we get it back? 

Mr. Anprews. We get counterpart funds. 

Senator ELtenpER. That TCA fund is being used somewhat like 
the ECA funds? 

Mr. Anprews. Under the arrangement and under the matters laid 
down by the Congress last year we are held to $1 for technicians to $4 
for supplies to back the technicians. 

Senator ELLENDER. Was that put in the law? 

Mr. Anprews. That was put into the conference report. 

Senator ELLENpDmR. I am talking about the law. 

Mr. Anprews. No, sir; not in the law. 
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Senator ELtenper. What is. your conception of TCA? 

Mr. AnpRews. Technical assistance is a project in which you 
emphasize the technical, the application of a technical process, a 
technique to a basic problem within the country which will assist that 
country to improve its standard of living. 

Senator ELLenper. Doesn’t it resolve itself into giving, letting 
them have our know-how? 

Mr. Anprews. It has to go further than that. 

Senator ELLenpeR. You mean according to your interpretation. 
I mean the law itself. When I voted for TCA my impression was I 
was voting money in order to be able to furnish a country the tech- 
nicians, so that we could let them have the know-how and from there 
on they were on their own. 

Mr. Anprews. You can do all the know-how in the world but unless 
yous give your technicians at least some actual little industry in which 

e can start within a country you might just as well keep him at home 
because they have all the advice they need. Unless the technician 
is able to go to a country and say to the technician in that country, 
“Here is a project that will contribute to the basic development of 
this country, the United States with the technicians can supply this 
much, this much of whatever it takes to put that project under way, 
it may be a simple syringe, it may be a simple river gate, it may be 
some fertilizer.” 


USE OF COUNTERPART FUNDS 


Senator Toye. What can you do with the counterpart funds? 

Mr. Anprews. They come back into a central pool which will be 
reused in the case of Pakistan to develop their food supply because 
unless they do get after their food supply you are going to be giving 
them a million tons 

Senator Tuyz. Do you have any control of that? 

Mr. ANprREws. Yes, sir; we must approve every part of it. 

Senator Toyz. Then you go back for another application of fertilizer 
next year? 

Mr. Anprews. Or something else. 

Senator Taye. Then you get an appropriation of which you use the 
appropriation for that same purpose and you take the counterpart 
and 

Mr. Anprews. Rarely do you appropriate money for the same 
thing. 

Saanie Ture. My observation is in order to eliminate duplication 
and thereby reduce the administrative expense unless that is done it 
is going to be difficult for me to justify the continuance of an appro- 
priation, voting for an appropriation of the kind we have been appro- 
priating because it is so obvious we have had so many in the field that 
so much of the funds—— 

M». Anprews. I wish the Senator could come with me into some 
of these countries. 

Senator Ture. I tried to go with you this afternoon by asking you 
these questions which may have seemed irrelevant. 

Mr. Anprews. Let us review technical assistance. Here is an 
announced policy of the United States. Here is An act for Interna- 
tional Development. Congress has given certain appropriations. 
The objectives are to help people help themselves. 
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Senator Turn. Twice this afternoon—there are some very intelli- 
gent members of this committee who have been here a long, long 
time—-I have found that funds were being used, additional funds have 
been used which they were not aware were being used. 

Mr. Anprews. I believe the Senator was talking about the multi- 
lateral side. 

Senator ELLENDER. The money for technical aid is being used in 
the same manner as the ECA funds in Europe. What do you do? 
You furnish certain fertilizer. This fertilizer is sold by the host 
government to the farmers and the proceeds are taken in as counter- 
part funds and used the same as ECA. 

Mr. AnprEews. Would you permit me to give what we are trying 
to shoot at? 

Senator Eruenper. I think I know what you are trying to shoot at. 


INCREASED FOOD PRODUCTION CASE CITED 


Mr. ANprEws. Suppose you were the administrator of TCA and 
this Government, our Government, signed an agreement with Pakistan 
for a mutual assistance program, and that program was to decide on 
what is the basic thing in this country that we can do to help that 
country. We are trying to help the country. Here is a country 
that used to export food. Ia the last 2 years it had to beg the United 
States to give it food. Then the logical thing would be, well, let’s 
attack the food problem. 

Then you go out there and you find what is the food problem. 
Why aren’t they growing the food? ‘Two things almost immediately 
show up. One is that you have the water problem which is a problem 
of irrigation. 

The second is you have the little cultivator, the little boy, so far 
away from credit, fertilizer, good seed, that he does not even know 
what you are talking about, and yet in order to raise the food level of 
Pakistan you have got to get to the little cultivator. 

He has got to double his yield. At the present time he is making 
8 bushels to the acre of wheat. But this last year, with the distribu- 
tion of fertilizer on a controlled basis in the Punjab and in Hindustan, 
you have a twofold increase in bushels and a fourfold value for each 
rupee or dollar that that little fellow paid for the fertilizer. 

He got four times as much yield out of it, but this required a pro- 
gram which went right down to this fellow. They do not have the 
normal distributing system you have here. The other thing is the 
little fellow says, ‘‘Why should I buy fertilizer and pay 40 percent 
interest on it and $125 a ton for it merely to enrich my landlord?” 

So, this fertilizer that the American taxpayer bought did go there. 
We saw it got to the little fellow. He paid a fair price—what it cost 
us—he did produce, and he knows now, and I can tell you now they 
are swamping the Pakistan Government and trade and everybody else 
to get fertilizer this year. 


PAKISTAN FERTILIZER PLANT 


Senator Smirx. How much of that money was used for building a 
plant rather than straight fertilizer? 

Mr. AnprRews. About $4 million is going to be used for building a 
plant for fertilizer in Pakistan. 
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Senator Smirx. That is capital investment? 

Mr. AnprRews. Yes. 

Senator Smirxa. And you have sold fertilizer that has gone in. there 
to the small farmer? 

Mr. Anprews. Yes. 

Senator ELLenper. And you call that technical assistance? 

Mr. Anprews. What would you do? 

Senator ELLenper. It is not a question of what I would do. I 
would try to follow the law. Come to Congress and let Congress pass 
a law somewhat similar to what we did for Western Europe. 

Mr. Anprews. I am not a lawyer. 

Senator ELL.enver. That is the trouble. 

Mr. Anprews. None of this was done without the benefit of counsel. 
All I can say, sir, is our attorneys did advise that this type of program 
in this particular situation in Pakistan was not only within the law 
but in the spirit of what the Congress did last year. 

Senator Smiru. Is it not true that similar programs in Indonesia 
and the Philippines have not resulted in a satisfactory distribution of 
fertilizer? 

Mr. Anprews. I could not say that because only recently Indonesia 
came into our picture. I will tell you that it is very, very difficult to 
get fertilizer to the small cultivator, because there is no commercial 
or distributing system, and it is exceedingly difficult. 

I will say also that most of the countries have not used fertilizer 
very much. 

Senator Ture. We interrupted Mr. Ingram. Have you anything 
further or have we covered everything? 

Mr. Ineram. In talking about Pakistan under the miltilateral 
program, | would like to make one point which I think is significant: 
Pakistan in 1953 will put in about $2,340,000 in the form of local 
supplies and services. 

Senator Smirn. That is under the technical assistance? 

Mr. InGcram. United Nations technical-assistance program. When 
we talk about a total program of $21 million for the United Nations, 
we should keep in mind that over $38% million will be put in by the 
countries receiving the assistance in the form of local help, supplies, 
buildings, and so forth. 


HIGH ADMINISTRATIVE COSTS 


Senator Smiru. | must go back to the original observation. I 
have felt that this program could do a great deal of good over the 
world, but, as I have listened in the last few days, it just seems to me 
we have almost set up an unemployment bureau which we work 
through with the money we appropriate, giving our own people jobs 
at high rates of pay and subsistence and travel, and so on, when 
actually we wanted to give that money in helping the other countries. 
With a large percentage for operation and administration of this 
program, I just do not see how we can ever hope to get very far in the 
countries where the need is other than for ourselves. 

Mr. Incram. As I say, Senator, we are always trying to keep the 
administrative costs down. 

Senator Smiru. You would agree it was a pretty high percentage 
for administration and operation? 
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Mr. lncram. I think, in terms of any operation like this where 
you are supporting technicians, if you are not putting in large amounts, 
for supplies and equipment, if you are not operating a grant program, 
your administrative costs will always appear high. 

Senator Smirn. | want to go into administration and costs, but I 
presume we should go into it on the overall problem. 

Senator Toye. Are vou through with the technical cooperation? 

Mr. Incram. I will submit a statement for the record 

Chairman Bripces. You may do that. 

(The statement referred to follows: ) 


MULTILATERAL TECHNICAL COOPERATION 
PRINCIPAL WITNESS STATEMENT 


Pending before this committee is a supplemental appropriation for fiscal year 
1953 in the amount of $4,595,812 and a request for $13,750,000 for fiscal year 1954. 


Background 


The United Nations expanded program of technical assistance and the program 
of technical cooperation of the Organization of American States were established 
in 1950 following announcement of the United States bilateral program of tech- 
nical assistance to underdeveloped countries. In accordance with the concept 
that technical assistance should be a cooperative enterprise in which nations work 
together through the United Nations and its specialized agencies and the Organ- 
ziation of American States, wherever practicable, the United States has been a 
strong supporter of multilateral technical-cooperation programs, and the United 
States Technical Cooperation Administration has worked closely with the technical- 
assistance experts of the multilateral organizations. Each approach-—the bilateral 
and the multilateral—has its particular merits, and the use of both produces more 
substantial results than the exclusive use of either. 

The first operating period of the United Nations expanded program of technical 
assistance extended from July 1, 1950, through December 31, 1951. For the 
support of this first financial period, 55 countries contributed approximately $20 
million to the special technical-assistance account. Of this amount, the United 
States contributed $12,007,500, or approximately 60 percent of the total. Sixty- 
five countries pledged approximately $19 million for the second financial period, 
calendar year 1952. The United States pledge of $11.4 million represents approx- 
imately 60 percent of total pledges for that period. 

Since the inception of the United Nations technical assistance program, 1,500 
requests from governments for technical assistance have been received by the 
United Nations agencies participating in the program, and some 700 agreements 
have been signed by these agencies with requesting governments. Approximately 
1,200 experts, of whom about 25 percent or 300 are from the United States, are 
now working in approximately 70 countries and territories. Almost 1,200 fellows 
are receiving training abroad and of this group some 200 are being trained in the 
United States 
1953 supplemental request 

Section 10 (a) of the Mutual Security Act of 1952, Public Law 400, 82d Congress, 
authorized the appropriation of $15,708,750 for United States contributions to the 
multilateral technical cooperation programs. 

While your committee reported favorably on the request that the full amount, be 
appropriated, the reduced amount of $9,171,333 was appropriated by the Supple- 
mental Appropriation Act, 1953, in June of last year. One million dollars of this 
amount has been pledged by the United States to the technical cooperation 
program of the Organization of American States for the calendar year 1953, leaving 
a balance of $8,171,333 for the United Nations expanded program of technical 
assistance for 1953. 

In February of this year the United Nations held its third technical assistance 
conference at which governments announced their pledges for the calendar year 
1953 program. The United States representative stated that the United States 
would make a conditional pledge of an amount not to exceed $14,708,750, the total 
authorized in the Mutual Security Act of 1952, subject to congressional action 
in the appropriation of any amount involved in excess of $8,171,333, and subject 
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to the United States pledge being not in excess of 60 percent of total pledges to 
the technical assistance account as of April 1, 1953. By that date, 66 other 
governments had pledged a total of $8,511,430. At 60 percent of total pledges, 
the United States pledge stands at $12,767,145 within a total of $21,278,575, 
subject to the serronnns of the amount of $4,595,812 now requested. The 
appropriation of this amount will permit the United Nations program to continue 
at an effective level, in the provision of technical assistance to countries whose 
economic development is important to the United States and to the unity of the 
free world. 


1954 estimates 


Of the $13,750,000 authorized by section 544 of the Mutual Security Act of 
1953 for multilateral technical cooperation, $12,750,000 is for a United States 
contribution to the United Nations expanded program of technical assistance for 
calendar year 1954 and $1 million is for a United States contribution to the 
technical cooperation program of the Organization of American States for calendar 
year 1954. 


United Nations—technical assistance 


The $12,750,000 requested as the proposed United States contribution to the 
United Nations technical assistance program is based on the assumption that 
other governments will contribute for 1954 at approximately the same level as 
for 1953, i. e., about $8.5 million. If the United States contribution is 60 percent 
of total pledges to the special account, as is proposed, this will make total new 
funds available for 1954 of approximately $21,250,000 or roughly the same amount 
as pledged for 1953. This $21,250,000 is exclusive of the very substantial contri- 
butions made by governments receiving assistance in the form of supplies, services 
and equipment locally available. 


Organization of American States— Technical assistance 

The technical cooperation program of the Organization of American States 
began operations in 1951, and by the end of 1052 had 6 regional projects in opera- 
tion, with 5 additional projects planned for 1953. This program, sponsored by 
the Organization of Amerivan States, is supported solely by the American States, 
and is carried out by the Organization of American States and the specialized 
organizations of the inter-American system. The program is Limited to “‘re- 
gional”’ as distinct from “country” prejects, and provides training and instrue- 
tion at regional training centers and educational institutions within Latin America. 

Since the beginning of the program, the United States has each year pledged 
a maximum of $1 million, with the proviso that this not exceed 70 percent of 
total pledges. On this basis, the United States contribution for calendar year 
1953 is estimated at $955,957. One million dollars is included in the mutual 
security request for 1954 to enable the United States to continue its support of 
this program at approximately the present level, on the assumption that other 
governments will contribute for 1954 approximately the same amounts as they 
have pledged for 1953. 


CHILDREN’S WELFARE 


STATEMENT OF GEORGE M. INGRAM, DIRECTOR, OFFICE OF 
INTERNATIONAL ADMINISTRATION AND CONFERENCES, DE- 
PARTMENT OF STATE; DR. MARTHA ELIOT, CHIEF, CHILDREN’S 
BUREAU, DEPARTMENT OF HEALTH, EDUCATION AND WEL- 


FARE 
PREPARED STATEMENT 


Senator Taye. The next is “Children’s welfare.” Mr. Ingram, you 
will take children’s welfare item? 

Mr. Incram. I will take that, sir. If I could submit a statement 
for the record. 

Senator Toyz. You may. 

(The statement referred to follows:) 





ee 
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INTERNATIONAL CHILDREN’S WELFARE WorK 
PRINCIPAL WITNESS’ STATEMENT 


Two items are currently pending before the committee regarding a United 
States contribution to the United Nations International Children’s Emergency 
Fund (UNICEF). One item is a request for a supplemental appropriation for 
fiscal year 1953 in the amount of $9,814,333. Appropriation of this amount is 
required to permit the United States to make a contribution toward the calendar 
year 1953 UNICEF program. The second item is the request for $9 million 
from fiscal year 1954 funds, which is for contribution to UNICEF in calendar 
year 1954. 

The Children’s Fund is one of the most constructive and popular programs of 
the United Nations. This program today is reaching millions of children and 
families in underdeveloped areas throughout the world. It is bringing practical 
benefits of real significance to untold numbers of children suffering from or under 
constant exposure to disease and malnutrition. 

The United States has given strong support and leadership to the program from 
the beginning. To date the United States has contributed a total of $87,416,667 
to the fund. Sixty-two other governments and hundreds of thousands of indi- 
viduals all over the world have also made contributions to enable the fund to 
carry out its program of aid to children. The total funds made available to 
UNICEF have, under agreements with the countries receiving aid, been more 
than “matched” by the recipient countries themselves. As a result of these 
combined efforts, and the concrete benefits resulting therefrom, UNICEF has 
become an outstanding symbol of a successful United Nations activity to free 
peoples everywhere. 

I would like to explain briefly where our Government stands with respect to its 
contributions to the United Nations International Children’s Emergency Fund. 

In December of 1950 the General Assembly of the United Nations authorized 
the continuation of the Children’s Fund through December of this year, at 
which time it will review its status and consider its further continuation, In 
June of 1951 the Congress appropriated $5,750,000 as a contributon to the fund, 
and in June of last year authorized an additional contribution of $16,481,000 for 
the period ending December 31, 1953. 

While $16,481,000 was authorized, and while your committee reported favor- 
ably on a request that this amount be appropriated, something considerably 
less than that amount, $6,666,667, was appropriated by the Congress in July a 
year ago. It is the balance of $9,814,333 that is now requested as a supplemental 
appropriation. 

With the payment of the $6,666,667 appropriated last year, United States 
contributions to the central account of the fund were brought to a total of 
$87,416,667. As of that time, other governments had contributed $34,744,428 to 
the central account, for a combined total of $122,161,095. Of this sum, the 
United States contribution represents 71.5 percent. 

The contributions made to the central account of the fund are allocated by the 
executive board to assist countries requiring aid in the development of their own 
maternal and child-welfare programs, This assistance is now going primarily 
to the underdeveloped countries of Asia, the Near and Middle East, Africa, and 
Latin America, 

In order to qualify for an allocation from the fund, the country requesting 
assistance in the advancement of a joint project must agree to give substantial 
support to the project in the form of materials, supplies, equipment, and services 
locally available. The value of these ‘local’ contributions to the Children’s 
Fund has been greatly in excess of the value of contributions to the central ac- 
count. Contributions to the central account of $122,161,095, as of the time 
of the last United States contribution, were ‘matched’ by local contributions of 
$206,255,730. The aggregate United States contribution of $87,416,667 repre- 
sented 26.6 percent of total ‘central account’’ and “local” contributions of 
$328,416,825. 

The United States paid the $6,666,667 to the central account of UNICEF 
last fall, as its contribution to the calendar year 1952 program of the fund. These 
funds were allocated by the Executive Board of UNICEF at its fall meeting 


to assist countries requiring aid in the development of their own maternal and 
child-welfare programs. 

The Executive Board met again in March of this year and allocated $5,349,000 
from funds paid into the central account from sources other than the United 
States Government. After the conslusion of the meeting there remained an 
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approximate balance of only $2,600 in unallocated funds. Since that time a 
comparatively small amount of additional contributions has been received from 
other governments resulting in the availability at the present time of approxi- 
mately $752,000 for allocation at the next meeting of the Board in September. 
Since most of the other participating governments have already paid their con- 
tributions for 1953, the only substantial additional resources must come from 
the United States. 

Public Law 400, 82d Congress, the authorizing legislation under which this 
supplemental appropriation request is submitted, requires that the United States 
contribution not be in excess of one-third of all government contributions, in- 
cluding ‘‘local”’ contributions. Contributions and pledges of other governments, 
not previously taken into account in the payment of a United States contribution, 
are now more than sufficient to permit a further United States contribution of 
$9,814,333. As of March, other governments had contributed to the central 
account, or had pledged for contribution this year, the amount of $7,761,396. 
In addition, even before the beginning of this year, there were “local’’ con- 
tributions in the amount of $15,576,270 which had not been taken into account 
when the last United States contribution was made. A contribution of $9,814,333 
would represent approximately 29 percent of a total consisting of this figure 
plus the $23,337,666 in other government contributions, or $33,151,999. 

This $9,814,333 is not requested for contribution now merely because the 
conditions of the authorizing legislation will be met. It is requested because 
there is an urgent need for additional funds to finance sound and worthwhile 
projects which will be ready for presentation to the Executive Board for approval 
at its September meeting if funds are available for their support. If no United 
States contribution is made in 1953, these projects will have to be laid aside 
for lack of funds. 

The United Nations General Assembly will consider the future status of the 
Children’s Fund this fall, and, it is expected, will vote to continue the present 
Children’s Fund program essentially as it is now. We believe that it is in the 
interest of the United States, for political as well as humanitarian reasons, to 
continue its financial support of this program. For this purpose an appropriation 
of $9 million is requested as a part of the fiscal year 1954 mutual security program. 
lt is expectcd that contributions from other governments to the central account 
should be about $6 million next year, producing a central account of $15 million 
of which the United States contribution would be approximately 60 percent. At 
the sare time, it is expected that countries receiving assistance will continue to 
put in such substantial amounts in the form of local contributions that the United 
States contribution will be well within a figure of 33% percent of total contributions. 

Much has been accomplished by the Children’s Fund in the past. There is 
much more to be done in the future. Of the approximately 900 million children 
under the age of 15 in the world, an estimated 500 million live in economically 
underdeveloped areas. The surface of their needs has only been scratched. 
When projects now underway are completed, approximately 60 million children 
will have been reached by UNICEF in 69 countries and territories. Many govern- 
ments, with UNICEF aid, are initiating or expanding child-welfare programs of 
their own. Further assistance must be given these governments if their initial 
efforts are to culminate in the development of effective permanent programs 
which can be carried on without outside aid. 

It is our hope, therefore, that Congress will give its support both to the request 
of the $9,814,333 requested for contribution to the fund’s program for this year, 
and of the $9 million authorized as a 1954 contribution to a further program of 
international children’s welfare work which the United Nations General As- 
sembly is expected to authorize beginning January 1, 1954. 


Mr. Incram. This has to do with the Children’s Fund which is 
today bringing practical benefits of real significance to children in the 
underdeveloped countries. 

These benefits do not take the form of handouts of material goods 
and services to the individual child. They take the form of an intelli- 
gent and well-considered assistance to governments to help these 
countries build into their own activities programs of maternal and 
child health assistance which would not be possible in the absence of 
external help. 
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LOCAL CONTRIBUTION 


From the standpoint of the country receiving assistance they do not 
come free. The country must prov ide the loc cally available buildings, 
equipment, and services which are necessary to make the center a going 
institution. 

The United States Government has been the mainstay of the fund 
since the beginning. Not only has it contributed a total of $87,416,667 
through 1952, but it has continuously urged upon other governments 
that they make contributions. 

Yet this year, in a year when more countries than ever before have 
contributed to the Children’s Fund, the United States has made no 
contribution. 

i would like to explain briefly where we stand with respect to our 
contribution. 

In June last year the Congress authorized $16,481,000 for the period 
ending Dec ember 31, 1953. 

We have authorized $16,481,000 for the contribution through 
calendar year 1953. Something considerably less than that, 
$6,666,667, was appropriated by the Congress and paid to UNICEF 
in the calendar year 1952. 


SUPPLEMENTAL REQUEST 


The balance of $9,814,333 is now requested as a supplemental 
appropriation, which is urgently needed by the fund, in order that the 
United States Government may make a contribution. 

Chairman Bripces. What did you say was needed? 

Mr. IneoramM. $9,814,333 as a contribution for this calendar year. 

Chairman Bripcss. That is in the budget? 

Mr. InGram. Yes, as a supplemental request. 

Chairman Brinces. What did the House allow? 

Mr. Incram. The House gave $5 million for a 1953 contribution. 
We are also asking for a contribution of $9 million toward a continua- 
tion of this program in 1954. 

Chairman Bripcss. We understand about the fund. You may 
put your statement in the record since we know the background. 

Now tell us what countries you do this in and how you are chec king 
to see that we get the end results, and that the free world is getting 
the benefit of it, 

Mr. Ineram. I would like to ask Dr. Martha Eliot to address 
herself to those questions. You know her as Chief of the Children’s 
Bureau of the United States. She is also the United States repre- 
sentative on the Executive Board of the Children’s Fund of the 
United Nations. She sits on the Board that allocates the fund and 
reviews the programs. 


STATE DEPARTMENT APPROVAL OF PROGRAM 


Senator Smita. Does the State Department approve the program? 

Mr. Incram. The State Department is in contact with Dr. Eliot 
and advises her on questions she refers to it that come before her as a 
member of the Board. 

The State Department does not-individually control the Board. 
We speak only through Dr. Eliot, the United States representative. 
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Senator Smit. Then the State Department does not have to 
approve the budget or the program? 

Dr. Exsor. No; Mr. Chairman, 1 would be very glad to make a 
statement before this committee to explain, as far as I can, the 
situation. 

May I pick up that point in a moment, Senator Smith, and explain 
as I go along, my relationship to the organization and, insofar as I 
can, the relationship of this organization to other United Nations 
organizations? 

Senator Smira. What I wanted most particularly was to know 
whether this was something that was a duplication of what is being 
done by the State Department or by the United Nations or by some 
other group or if it is a program set up by itself and having the approval 
of all groups. 

Dr. Evtor. The United Nations International Children’s Emer- 
gency Fund is an organ within the system of the United Nations. 
It is a fund set up by the General Assembly of the United Nations in 
December 1946 for the purpose of extending benefits to children and 
adolescents of countries which were victims of aggression, assisting 
in their rehabilitation, and also for child health purposes generally. 
In addition it was to be used for the benefit of children and adolescents 
in countries that had been receiving assistance from UNRRA. 


OPERATION OF FUND 


The fund operates as aa independent organ of the United Nations; 
the Executive Director is appointed by the Secretary General. The 
policies of the fund are established by an intergovernmental Executive 
Board representing 26 countries. This Board reports regularly to 
the Social Commission and to the Economic and Social Council of 
the United Nations. 

In 1950 the General Assembly reviewed the organization of this 
Children’s Fund and passed a new resolution which commended the 
Fund for its operations, and pointed out, among other things, that at 
that time, December 1950, the Assembly wished the Fund to realine 
its type of work. 

Originally it had been an emergency program. The programs that 
were carried out were to a very large exten! feeding programs 
in Europe. 

In 1950 the General Assembly in reaffirming its interest in this 
fund, said that it should give greater at‘ention, through the pro- 
vision of supplies, training and advice, to long-range needs of children 
and to the continuing needs of children particularly in underdeveloped 
countries with a view to strengthening, wherever this may be appro- 
priate, the permanent national child-health programs of the countries 
that would receive assistance. 

At the same time, in December 1950, that the General Assembly 
gave these new directions to the fund, it decided to consider again 
the future of the fund ‘‘at the expiration of another 3 years with the 
object of continuing the fund on a permanent basis.” 

he latter phrase I quote directly from the General Assembly 
authorizing resolution 417 (v) (e) adopted December 1, 1950. 

Now this fund is therefore one of a group of United Nations’ 

activities. It was created primarily to focus attention on the needs 
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of children in different parts of the world under the two mandates 
of the General Assembly that I have referred to. 

| want very strongly to support action on the part of this committee 
with respect to the requests for the supplemental appropriation of 
$9,814,333 and also an appropriation under the authorization for the 
calendar year 1954 of $9 million. 

As a member of executive board of this organization, | am in a 
position to know a great deal about the workings of the organization. 
I am not only a member of the executive board which passes on the 
programs that are presented to the board for approval, but Il am a 
member of the program committee. The executive board gives to its 
program committee the responsibility for reviewing with the adminis- 
tration of the fund each individual activity, each proposal that comes 
up to the board from a country and at the request of the country 
through the staff of the administration of the fund. 

I say that I am thus in a good position to judge something about 
the fund, but I also am fortunate in that I have had a relation to the 
work of this organization in one way or another almost from the 
beginning. 

In the spring of 1947 I took leave from my position in the Children’s 
Bureau and went to work for this children’s fund to help it in estab- 
lishing its initial programs in Europe. I made the initial investiga- 
tions in the countries of Europe for the fund and assisted the Board and 
the administration of the fund at that time in establishing the type of 
emergency programs that would be set up in the European countries. 
This was largely at that time a European country activity. 


SELECTION OF PERSONNEL 


Chairman Bripces. Did you have anything to do with the per- 
sonnel at that time? 

Dr. Exror. Did I have anything to do with the selection of per- 
sonnel? 

Chairman Briveus. Yes. 

Dr. Exior. No; I was selected myself by the fund. 

Chairman Brincss. I mean the personnel who is administering this 
program over there. 

Dr. Exior. At the time I was making that first investigation for the 
fund, the fund had no personnel in Europe; it was just beginning. 

Chairman BripGes. We have heard a great deal about it from year 
to year and have had many complaints about it, but let’s take a 
typical country and see how this is handled. 

Take any country you wish and tell us how it is done. 

Dr. Exror. I would be very glad to. 

I would like to take one of the countries that had a request before 
the Board at its last meeting last March and indicate through a de- 
scription of that particular program how this organization works 
itself and how it works with other organizations. 

It is important that you realize that this fund works with other 
United Nations organizations, particularly with the specialized 
agencies. In structure this fund is not exactly like the specialized 
agencies, but though different, it works very closely with them. 

I would like to take a project that was before the Board in March 
1953. 


86234—53———36 
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REQUEST FROM THAILAND 


It was a project that had been requested by the Government of 
Thailand. I have brought with me the records of these meetings so 
that you all may know we have the detailed picture. 

Now the request that the Government of Thailand made was for an 
extension of the maternal and child health centers that the Govern- 
ment was trying to establish in their villages to improve the health of 
the mothers and children. 

The Children’s Fund received the request for this program through 
its regional office in Bangkok. From that office in Bangkok the whole 
of southern Asia is served; it is placed out there to be nearer the coun- 
tries stretching all the way from the Philippines to India than is the 
headquarters office in New York. 

The office in Bangkok, being in touch with the Thai Government 
because of previous requests from that Government, received this 
request sometime during the calendar year 1952; after review by the 
staff of the fund it came before the Board in March of 1953. 

This project was to provide for expanded training activities for mid- 
wives, village midwives, and for the tr personnel who were attempt- 
ing to train themselves to work with children in the health field in the 
villages of Thailand, and for equipment and supplies for the maternal 
and child health programs. 

The function of UNICEF in this program is to provide the spear- 
head of planning for children as far as the United Nations group of 
activities goes and also to review the proposals made by the Thai 
Government, through its Health Ministry and maternal and child 
welfare personnel in particular. 

Senator Tuyr. How much money was allocated for this purpose in 
Thailand? 

Dr. Exvior. At this time in March? 

Senator Tuye. Yes. 

Dr. Exror. For this particular program an allocation of $94,000 
was made from the total allocated to all of the Asian countries. 

What was that used for is what you would like to know? 

Senator Tuyr. Yes. 


THAILAND CONTRIBUTION 


Chairman Brivexs. Before you get into that, did Thailand con- 
tribute to this fund? 

Dr. Exior. Yes; Thailand also contributes to the fund. 

Chairman Brivges. Yes. 

Dr. Evror. You are saying to the overall fund? 

Chairman BripGes. Yes. 

Dr. Exvror. Yes; Thailand contributes to the overall fund as it can, 
namely, through giving rice to the organization so that the organiza- 
tion in turn may use that rice, not in Thailand, but in other coun- 
tries where the children need food. 

The United Nations Children’s Fund has done that type of thing 
quite frequently. For instance in the early days when it was doing 
emergency work more frequently than today, one country would con- 
tribute leather or hides, and another country would take that leather 
and, as its contribution to the fund, turn it into shoes. It was the 
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fund itself that worked out a way for this type of contribution to be 
made in behalf of children. 

By giving rice the Government of Thailand has thus contributed the 
equivalent of considerable amounts of money each year for quite a 
long time. 

On:the other hand, the Government of Thailand did not have the 
experts to help them develop some of these child-health programs 
that they wanted. And so they asked particularly to have supplies 
that were not manufactured or made in the country of Thailand but 
would have to be imported and paid for from some source. The 
responsibility of the UNICEF—may I refer to the United Nations 
International Children’s Fund as UNICEF as a short name which we 
commonly call it—-UNICEF’s responsibility was to provide certain 
types of supplies for these child-health centers. Those supplies | 
would like to point out were in the first place actual equipment and 
supplies needed to help run these centers; they consisted of such things 
as midwife kits. 

MIDWIFE KITS 


Now a midwife kit is a very simple little package of materials that 
will help an untrained village midwife do a better job. It will include 
a pair of scissors which some of these midwives may not even own. 
It would include appropriate pans in which the midwife could boil that 
pair of scissors. It will include certain kinds of tape for tying the 
cord of the newborn baby. 

It will include soap, an extremely simple type of contribution, but 
one which is extremely meaningful in terms of the betterment of the 
health of the mother and the baby. 

The supplies may consist of that type of thing. For these health 
centers the doctors will need more than the midwife kit. They need, 
for example, a small sterilizer for sterilizing needles which would be 
used in vaccinating children. 

Senator Tuyr. Where does the doctor come from? 

Dr. Evror. For the medical technical assistance required to advise 
the Government in setting up these centers, the UNICEF called 
upon the World Health Organization. This was done according to the 
provision made in the original resolution of the General Assembly 
which instructed UNICEF to work with the World Health Organiza- 
tion in terms of obtaining technical help so as not to duplicate 
functions. 

This was a purposeful action on the part of the General Assembly. 

Senator Tuyr. Mrs. Eliot, the only reason I asked that question is, 
do you include or through this fund here do you aid in recruiting and 
bringing a doctor to a center where there is no doctor at the present 
time? 

Dr. Exror. The Children’s Fund personnel in Bangkok will work 
with the World Health Organization regional office in Delhi—which 
also serves the country of Thailand—and will, if the Government asks 
for it, request that organization to select an international medical 
expert in the field of maternal and child health to go to Thailand to 
help the Thai Government and the Ministry of Health develop the 
program and the standards for the work in these centers. 

Senator Turse. Then he would have to be a medical man? 

Dr. Exror. Yes. 
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Senator Tarr. He would have to be a professional? 

Dr. Error. He is a professional man I may say. 

Senator Tuyen. And all he is doing there is to set up with the local 
doctor, there must be some doctors there? 

Dr. Exror. That is right. 

Senator Torx. Set up the necessary technical methods, the tech- 
nique of organizing a health center and then to aid in recruiting and 
instructing those that will act as midwives? 

Dr. Exusor. That is right. 

Senator Toyz. My concern is that you are actually taking this 
money to a certain degree, and equipping a local doctor’s office, are 
you not? 

Dr. Exsor. Senator Thye, the local doctor is a Thai doctor. 

Senator Tuyr. Yes. 

Dr. Exror. That Thai doctor is not paid from these international 
funds; the Government does that. 


EQUIPMENT FOR PUBLIC HEALTH CENTER 


Senator Toye. But you are equipping his office because you are 
putting in a sterilizing unit? 

Dr. Exior. Yes, but it does not go into his private office; it goes 
into a public maternal and child health center which serves a total 
community or several communities to which the mothers come and 
bring their children, to the public service in Thailand. This particular 
center would come under the control of the Thai Ministry of Health 
and the local health services in Thailand. It is not a private physi- 
cian’s office. It is a public maternal and child health center which is 
for the benefit of all the mothers and children in that neighborhood. 

The service provided through such a center is not only the work done 
by a local doctor, a nurse, a nurse’s aid, a midwife, with the advice 
of the international health personnel; another part of the work that 
needs to be done after the children are examined is to see whether 
some form of supplemental food is necessary. Many of these children 
in these underdeveloped countries are themselves pretty under- 
nourished. 

Many of them may have protein deficiencies in their diet, they 
may lack a variety of the food elements we are very familiar with in 
this country. 

So, as part of the function of this maternal and child health center, 
it is to give to the mothers as the doctor, nurse, midwife sees appro- 
priate, certain food supplements. 


FURNISHING OF DRIED SKIM MILK 


UNICEF therefore provides to these centers for this continuing 
long-range program a certain amount of dried skim milk which is high 
in protein and which is an extremely valuable food for many of these 
children who are undernourished. This total program in Thailand 
for the development of these maternal and child health centers scat- 
tered all through the rural areas of the country will not be completed 
until the country is reasonably well covered. At the present time the 
Thai Government is not in the position by itself to extend these pro- 
grams, group of villages by group of villages. The Government is 
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contributing much to the program, but they cannot do it all at once. 
Neither do the International funds allow them to do it all at once. 
it is a process of gradual expansion. The program now is well beyond 
the preliminary stage of working out the techniques and the Govern- 
ment itself is expanding its program by training midwives, bringing 
the midwives into two training centers that have been established 
with the help of UNICEF and the World Health Organization. 

Chairman Brinces. May I ask this—Who do these people in 
Thailand think are doing this? 

Dr. Error. The people in Thailand think that the United Nations 
International Children’s Fund and the World Health Organization, 
together, are doing this program. Very often over the door of such 
a rural center it will say “The Maternal Child Health Center aided 
by the United Nations International Children’s Fund and the World 
Health Organization.”’ 

In other words, they know it is a United Nations undertaking. 
For this particular part of the work the United Nations Children’s 
Fund puts in supplies. the World Health Organization puts in technical 
know-how in terms of physicians, and others. I will tell you exactly 
what is being provided that way for this program. 


PEDIATRICIANS 


Two pediatricians each for a period of 3 years, 1 midwife instructor 
to help train and teach the many village midwives, 3 public health 
nurses, 1 for 2 years and 2 for 3 years; 1 sanitarian to work with the 
village fathers and the other people in these villages in terms of 
sanitary programs to go along with the development of the maternal 
and child health centers. 

I go into this in detail somewhat because I want to come back and 
tell you what the Government does because the Government itself is 
contributing very materially to this program. 

In the first place, the Government provides the quarters for these 
centers in every one of the villages where they are set up, and quarters 
for the personnel. 

The Government obviously pays their owr local personnel. I do 
not know that I should say “obviously,” but I should point out that 
the Goveroment does pay all of the loca] personnel that are trained 
to go out and establish new centers. 


TRANSPORTATION OF MIDWIVES 


The Government also provides for the transportation of these mid- 
wives to a center for the training opportunity. The Government 
maintains those midwives going back to her village and develops her 
program of service for the mothers and the children in that village. 
The Government maintains the whole operation with the exception 
of the fact that UNICEF has put in (1) the supplies that will not be 
destroyed like scales to weigh the babies and us I sav, a little sterilizer 
or some of the equipment such as the needles and the supplies, trans- 
port, and (2) the expendable supplies such as drugs and soap and 
dried milk. The Government also maiatains the upkeep of these 
activities. 
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This for a country like Thailand is a most important development 
in terms of the health of children. I have described only one kind 
of activity now in Thailand. This particular one that was added to 
at the March Board meeting. It has been expanded so that more 
midwives can be trained and so that more villages can have the benefit 
of this type of program. 

The Government itself is enormously interested in this program. 
I have visited in Thailand myself and have seen activities of this sort 
there. The reason I was able to do that was because I was employed 
for 2 years by the World Health Organization as Assistant Director 
General from June 1949 until June 1951. In this way I became very 
familiar with the work and had responsibility for the WHO for working 
out the relationships between World Health Organization and the 
United Nations Children’s Fund. I am therefore very familiar with 
the way in which these two organizations really do work together 
and do plan in the countries together and do not allow their programs 
to overlap one with the other; instead, they compliment each other 
in terms of doing a good job for child health. 


OPERATION IN COMMUNIST COUNTRIES 


Chairman Brinces. You have given us a very good picture of 
Thailand. Let’s take a country, a Communist satellite country, for 
example. 

How do you operate in those? 

Dr. Exror. At the present time UNICEF is not carrying on any 
operations in any one of those countries. 

Chairman Bripces. The children’s fund is not in any way doing 
any work in any Communist satellite country? 

Dr. Exvior. | am not certain whether you include Yugoslavia in 
that category? 

Chairman BripGes. No. 

Dr. Exior. The United Nations Children’s Fund is working in 
Yugoslavia at this time. 

Chairman Brings. But Czechoslovakia, Bulgaria, Hungary, it is 
not working there? 

Dr. Exror. No. 

Chairman Brinees. You have described very well one of the 
projects. When you distribute food how is that done? Take some 
typical country and explain the distribution of food. 

Dr. Exror. I would like to take another country. I have picked 
out a couple of countries because I thought this type of thing was 
meaningful. I would like to speak now of a country like Costa Rica 
and come to another part of the world. 


COSTA RICA 


| want to preface my remarks about this by saying that in the early 
days UNICEF did large emergency feeding operations, carried out 
almost like a soup kitchen. The fund set up feeding operations in 
Europe where hundreds of mothers came to get the equivalent of a 
cup of milk a day for a child. That has become past history as far 
as this organization is concerned. This is the change that took place 
about 1950 because of the instructions given to the penenes by 


the General Assembly to develop a progrtm to meet the long-range 


needs of children. 
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The activity that is going on in Costa Rica is now, I think, a good 
example of how food, milk, is used still, but for the purpose of develop- 
ing a long-range program. Costa Rica asked the Children’s Fund for 
a milk-drying plant; for help in setting up and equipping a milk-drying 
plant. 

One of the outcomes of these emergency feeding programs in Europe 
was that many of us who were connected with the Board of the Organi- 
zation realized that though milk was saving the lives of children the 
more important question was, How could a country be helped to de- 
velop a better supply of milk which would be continuing? 


MILK SUPPLY 


Senator Tuyr. Was an adequate supply of milk available to dry? 

Dr. Exror. In Costa Rica that is true, in certain parts of Costa 
Rica there is a supply of milk available for drying. I could illustrate 
this in some other country, like Brazil, where the same thing is true. 
In certain parts there is a supply of milk whereas in other parts of the 
country there is none. This is one reason why it is important to pro- 
vide dry milk. In such countries it is impossible to transport fresh 
milk from one part of the country to another without its spoiling in 
transit so the dry milk is very important. 

In Costa Rica 

Chairman Bripers. Another technical question, Dr. Eliot: When 
you put in a drying plant, is the milk pasteurized or not? 

Dr. Exior. Before it is dried? 

Chairman Bripers. Yes. 

Dr. Exior. It depends upon the circumstances of collecting the 
milk. In some situations, ves, to make it as safe as possible in the 
process. 

] will show you in connection with this particular program how 
that works. 

SCHOOL-FEEDING PROGRAM 


One of the programs that Costa Rica is also interested in is to 
determine whether a school-feeding program is a good way to help 
the nutrition of the children in the country. Therefore as part of 
this milk-feeding proposition they asked the UNICEF if they would 
also provide enough skim milk during the period when the milk- 
drying plant was being set up to feed children in the schools at the 
same time. 

In the past UNICEF had done that and approximately 10,000 
children who have been fed in the schools are now receiving this dried 
milk provided by the UNICEF. 

The Ministry of Health of Costa Rica is particularly interested in 
this program and created a new division, a nutrition division, to 
handle this particular operation with the UNICEF program. 

The Food and Agriculture Organization appears at this point in 
the operation as a cooperating activity because, after all, the produc- 
tion of milk is something that is very much in the area of interest of 
the Food and Agriculture Organization. 

So FAO sent to Costa Rica at the request of the Government an 
expert in milk marketing and a nutrition expert to help the schools 
in how they will teach the children the advantages of having milk 
as part of their diet. 
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Senator Taye. Dr. Eliot, what are you doing in the eastern 
Mediterranean area? 
Dr. Exror. In that area—— 
Senator Taye. There is no question but that you know what you 
are doing. 
EASTERN MEDITERRANEAN AREA 


Dr. Exsor. In the eastern Mediterranean area during 1952 the 
UNICEF Organization approved for Egypt a program of feeding for 
some of the refugees from the Palestine area. 

In Jordan it also provides for some feeding for refugees from——— 

This is milk and it was done in cooperation with the United 
Nations—— 

Senator Taye. Did you finance any plans there? 

Dr. Exror. In Jordan? 

Senator Tuye. In that area, all of it. 

Dr. Extor. Yes. I will get a more detailed list of programs. 

In Egypt, Ethiopia, Iraq, Jordan, Lebanon, Sudan, and Syria there 
have been some programs. 

I would be glad to tell you something about the program that has 
been developed for instance in Egypt. There they are working on 
maternal aid child welfare programs; centers something of the same 
sort that I have described for Thailand. The activities that were 
approved at the last March meeting included more supplies and 
equipment to extend that maternal and child health center program 
into an increased number of villages in Egypt. ‘The money went for 
skim milk for these centers, for fish liver oil capsules, for soap, for 
equipment for 233 centers which would be edlinel over a period 
of time, and provided a small reserve. 


USE OF PENICILLIN 


Also I see here an item of penicillin which I presume is for the treat- 
ment of children and mothers with syphilis. Egypt has been inter- 
— in trying to reduce the amount of congenital syphilis among the 
children. 

I know something about this because of my World Health Organi- 
zation activities. Among other projects the Government of Egypt 
has set up a special venereal disease program with some help 
WHO. The UNICEF provides the penicillin in order to treat the 
children and the pregnant mothers. 

In other words, UNICEF carries the supply end of this activity; 
the World Health Organization comes in with medical and other 
types of technical aid. 

TOTAL PERSONNEL 


Senator Tuyr. How many people are engaged in the administration 
of this program? 

Dr. Ex1sor. I have that. There are 168 headquarters and inter- 
national field staff, with a total throughout of 272 people. 

Senator Tuyr. 272? 

Dr. Exror. 272 for the total operation at headquarters and the 
regional office staff that goes into the countries to help the countries. 
The very large proportion of the money goes for programs that actually 
reach children. 
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Senator Tuyr. 272 people, they are not all technically qualified 
so that they are not all up in the higher brackets? 

Dr. Exior. That is right. Only the headquarters and international 
field staff are significant in terms of salary. I can tell you what those 
are. There is a technical staff at the headquarters; there has to be, 
for the purchase and shipment of supplies. The handling of the 
supplies UNICEF gets out is a very big operation. 

In the regional offices there are small staffs. For example, in the 
Bangkok office and for the Asia mission there are 22 people. These 
are internationally recruited people. 

In the office that provides for Europe, what little is done in Europe, 
and for Africa and the eastern Mediterranean, 29 people do all of that 
work—29 international personnel. 

For the Latin-American countries, there are 11 persons in the 
regional office and local missions. This adds up to a total of 62 people 
who are actually handling the operations in the countries. The over- 
all total here is 168, including field and headquarters. 

There are, of course, locally recruited people also. That is the 
cheapest way to do it. There are 32 people in the Asian office and 
missions and in the African and eastern Mediterranean and European 
55, and in Latin America 17 people. 

The total for this type of staff is 104 people, the grand total being 
272. 

Chairman Bringgs. Dr. Eliot, I think you have given us a very 
good picture of this. The committee knows the picture pretty 
generally. What we would like now from you or from Mr. Ingram 
is this: The list of countries where the Children’s Fund functions and 
the list of contributions it receives from each country as well as our 
own. Do you have that? 

Mr. Ineram. I have it here. 

Chairman Bripges. Will you make it a part of the record? 

Mr. InGram. Yes. 

(The list referred to follows: ) 
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Contributions to UNICEF in 1952 by assisted and nonassisted countries and 


ASSISTED COUNTRIES 

Africa 

Belgian Congo and Uranda-Urandi 

French Equatorial Africa 

French West Africa 

Liberia ; 

Morocco 

Tunisia 


Subtotal 


Asia: 
Afghanistan 
Burma 
Ceylon : icialeted 
China (Taiwan) 
India 
Indonesia 
Pakistan 
Philinpines 
Thailand 
Hong Kong 
Camfodia 
Viet-Nam 


Subtotal 


Eastern Mediterranean: 
Egypt 
Ethiopia 
Tran 
Iraq 
Israel 
Jordan 
Lebanon 
Libya 
Sudan _- 
Syria 
Turkey 


Subtotal 


Europe: 
Greece 
Italy 
Portugal 
Yugoslavia 


Subtotal. -__. 


Latin America: 
Bolivia 
Brazil 
British Honduras 
Chile. 
Colom bia 
Grenada 
Haiti 
Honduras 
Jamaica 
Nicaragua 
Panama 
Paraguay 
Peru 
St. Lucia 
Surinam 
Trinidad and Tobago.._. 


Subtotal 


Total, assisted countries 


1 Not available. 











Contributions! 


to central 


420, 950 


100, 000 
29, 614 





Local con- 


tributions Total 


$94, 000 
571, 000 
100, 000 
172, 000 


1, 109, 000 


145, 000 145, 000 
1, 492, 000 1, 744, 000 
(‘) Subvacte ine 
3, 089, 000 3, 149, 450 
874, 000 874. 000 
1, 110, 000 1, 160, 000 
104, 000 104, 000 
65, 000 65, 000 
141, 000 141, 000 


7, 745, 950 


350, 000 
15, 000 
9, 000 
(') 
50, 000 
42, 000 
800, 000 817, 857 


4, 071, 387 


159, 000 


1, 843, 614 





10, 000 
161, 725 





8, 282, 614 


85, 000 95, 000 
550. 000 711, 725 
15. 000 15, 000 
582 000 630. 764 
34, 000 34, 000 
81, 000 
552, 000 
557, 000 
50, 000 
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Contributions to UNICEF in 1952 by assisted and nonassisted countries and 
territories—Continued 


Contributions 








] con- 

Country to central Loca Total 
econant tributions 

NONASSISTED COUNTRIES 

Piet... ..ncncinvvvibitinbvud weiebbbipdbnile Jabhindocdthinbhbid $452, 464 

SE ceqvaspdpstuogueeses paves cqannieananivorniamtnin 49, 000 |. 

CR cndecdiidésdddune césbdevedddedccedatadungebateteses 510, 204 | .... 

i ccéetavcsius ncngn ttinateenns danennccent 28, 960 

Eee in hgbitp deed naiiuigtapinagneaiie ' 3 See 

ED saidibi ning 04460~chieiind Shdeubbasoanpbecdbodbh 20, 000 

Germany sina aa iitantetiatimntinidinsi 119, 048 

Japan *eT es paste gel cidttiad duecbbehebbubasocéad 100, 000 

Liechtensteir ‘ » sandsdnanmiwaiin ae 468 

Luxembourg... pros bie adied sinthea eadtniee ics bier eal at ahd 3, 000 

Netherlands. - - - dicidatibdibiedpantihe da shits etmiibdi's cinta 26, 316 

New Zealand _. shui 6 ainititentee es ieedenann me 140, 000 

NWO ia on Siteicswccdcédbeudédacécadebedasebadedtotens 28, 000 


a ae ent J 193, 050 
United Kingdom... .. aplian ; 
United States_........ 








Total, nonassisted countries 8, 478, 177 |_....- 8, 478, 177 








eae 25 Ee. 2 ee 9, 352,617 | $23,616,000 | 32, 968, 617 


Dr. Exsor. I would like to add one more thing, Mr. Chairman. 
Chairman Bripges. Certainly. 


MARCH ACTION OF EXECUTIVE BOARD 


Dr. Exsor. That is, I attended the last meeting in March, the last 
meeting of the Board. At that time we allocated practically all of the 
resources of the fund. There were available for us to work with, 
something over $5 million and this was entirely allocated to meet the 
most urgent requests that had come in from the countries. There 
remained in the fund at the end of our meeting something over $2,000. 
Since then some $750,000 has been contributed by other countries. 
That $5 million that we allocated in March was contributed by 
countries other than the United States. 

I would like to say that at that time the Executive Board was given 
to understand by the administration of the fund that many requests 
from governments for extension of this type of aid for children were 
known to the regional offices of the fund in terms of something like 
$11 million worth of additional programs that the countries felt were 
urgently needed at that time. The Board was totally unable to meet 
any additional requests because there was no money in the fund. 

would like to say, also, that I know of the character of the requests 
that are before the fund at this time. I know this program well 
enough to know that these requests are good substantial requests that 
will meet the needs of children in these countries to a greater and 
greater extent. 

I have not referred in my talk to the tremendously important work 
that has been done by UNICEF in terms of what we commonly 
refer to as mass health programs. 

For instance, the prevention of tuberculosis. As you know, 
tuberculosis is a disease that is extremely common among these chil- 


dren in the underdeveloped countries, especially among those who 
are malnourished. 
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TUBERCULOSIS VACCINATION PROGRAM 


The BCG tuberculosis vaccination program has been going forward 
and to date nearly 32 million children have been examined to see 
whether they should be vaccinated for the prevention of tuberculosis. 
Fifteen million children have been so vaccinated. This program 
needs to go forward. There are many countries where the tuberculosis 
rate is high and the tuberculosis vaccination program is the first 
way in which we can help those countries lower the rate of tuberculosis 
by helping to prevent it in the children. 

UNICEF is doing a tremendously important job by providing the 
penicillin and other supplies and equipment for very large campaigns 
for the eradication of yaws. 

Here the World Health Organization is collaborating by bringing 
in a few international experts—one or more—in order to give guidance 
to the country programs. ‘The country provides the teams of workers 
that, under the advisory help of the experts, undertake the work that 
ultimately could eradicate this disease. 

Literally hundreds of thousands of children have been cured of 
this disease—yaws—through this program. 

I earnestly urge that the United States come forward with the 
amount of money we are esking at this time becouse the programs 
are so real in terms of the lives of the children in these countries. 

I think that if any single program of the United Nations programs 
has real meaning for the people of these countries it is this program 
because it goes down to the children who are in the villages and 
small towns; literally millions of children are being affected by these 
programs. 

It is very hard to estimate how many are so affected, but we do 
know for instance that more than 30 million children have had the 
benefit of being tested for tuberculosis and 15 million have had 
inoculation. 

MALARIA CONTROL 


What about the program of malaria control and contribution 
UNICEF has made to that? That, too, is very great in terms of 
the lives and the well-being of children not only because it helps to 
prevent a child from getting malaria, but because it means that a 
child can grow up in a territory where there is no malaria and where 
he, as an adult, will be able to work effectively rather than as a half- 
sick person. 

Therefore the work done through this program in my estimation is 
some of the most worthwhile work that is being done anywhere in 
behalf of the people of these countries. 

Chairman BrinGes. Just one question now. 


CONGENITAL SYPHILIS 


When you speak of congenital syphilis being in the mothers in these 
countries, how does that show up? We will say the mother was not 
treated. How would that most frequently show up in the child? 

Dr. Exior. Congenital syphilis in the baby, if the mother has had 
active syphilis throughout her pregnancy, is a very serious condition 
and as a result many babies die in utero, many babies are born with 
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serious manifestations of the disease such as skin and bone lesions 
(blindness develops usually later). It is a generalized disease in the 
newborn babies, and is not just localized in the eyes or in any one 
particular area. 

For instance, the bones are affected. If you take an X-ray of the 
bones of these children you may find areas of loss of tissue, on the 
surface of the bones. 

The growing surfaces of the bone are diseased so that the bone does 
not grow normally. 

It affects the total well being of that child and many die unless they 
are treated quickly. 

Today we have penicillin. When I was in active work in pediatrics 
because I am a pediatrician by traming and experience, when I was in 
active contact with sick children we had to treat those children with 
arsenicals which was difficult. You had to get a vein to inject the 
drug and that is not easy in a newborn baby. Now one has penicillin 
and one dose of it has remarkable results, though more may be needed 
to effect a cure. If you treat the mother early in pregnancy the baby 
will be born without the disease. 

In Yugoslavia, for instance, one of the projects UNICEF as helped 
on has been to eliminate this form of syphilis in Boznia and certain 
other territories of that country. 

| have visited Yugoslavia twice so I have some real understanding 
of what this means to people in the hill country. 

Chairman Brinces. Thank you, Dr. Elliott. One more question. 
When you have been active on one of these assignments, what hap- 
pens to your salary in the Department of Health, Education, and 
Welfare? 

Dr. Exvior. In 1947 when I went to work for UNICEF for 4 months 
I took leave of absence and was paid by the United Nations Inter- 
national Children’s Emergency Fund. When I went to the World 
Health Organization I resigned from the Children’s Bureau. 

After I had been with the World Health Organization for close to 2 
years I was invited to come back again and become Chief of the 
Children’s Bureau. In July of that year the President appointed me 
as Chief of the Bureau. I have done a variety of things, but my 
greatest interest is that not only should our own children in this country 
get the benefit of everything that we can do for them, and still there 
are many things to do here, but that children in foreign parts of the 
world get the benefit of the advantages we know here and some of our 
funds that can make it possible. 

(See also p. 595.) 

Chairman Brinces. Thank you very much. 

Governor Stassen, what would you like to take up next? 


OCEAN FREIGHT VOLUNTARY RELIEF SHIPMENTS 


Mr. Srassen. The question of the ocean freight voluntary relief 
shipments, 

May I say first on this matter of UNICEF that as Director of 
Mutual Security | consider it one of the best programs that is con- 
ducted, I feel that it is tremendously important that the United 
States not only pick up the deficiency that develops from 1952 au- 
thorization, made in 1952 for the calendar year 1953, but also that we 
provide these new funds. 
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There is a special matter here, a tendency always for this program 
to get caught two ways. In other words, because the United Nations 
Assembly has not provided for the next year’s work there is a tendency 
to ask why we should appropriate money, and then because the 
United States has not appropriated the money the Assembly says: 
How can we plan for the next year’s work? 

It is unfortunate because it is one of the most desirable projects 
and I do not think there is anything more important in this whole 
situation that this Congress can do than to definitely provide the 
funds for the remainder of this year and next year so that Dr. Eliot 
and others can plan through the United Nations for this very impor- 
tant work. 

Chairman Bripexs. I will say Dr. Eliot’s presentation is one of 
the best I have heard. I have listened to him for many years. 

Mr. Srassen. They speak from real experience in the program. 

On the ocean-freight voluntary relief shipments, I think you are 
quite familiar with that. I will state the request is in section ITI, 
page 166, of the big volume for 1,125,000. I think we may have i in 
fact just a trifle underestimated the needs. Mr. Ringland | is here to 
testify. I thought you may not specifically need witnesses. 

Chairman Brivces. We understand the situation and will make 
it part of the record. 

(The document referred to follows:) 


SUPPLEMENTARY STATEMENT ON OCEAN FREIGHT FOR VOLUNTARY RELIEF 
SHIPMENTS 


The estimate submitted to the committee for ocean freight for voluntary relief 
showed a total requirement, to be fulfilled from both new obligationai authority 
and unobligated balances from prior appropriations, of $1,825,000. This remains 
the requirement. This estimate, which was necessarily Popes before the end 
of the fis¢al year, also showed an unobligated balance of $397,000; such balance 
to be applied to reduce the amount of new obligational authority to $1,428,000. 
Due to the shipment of surplus milk late in June, after the foregoing estimate 
was prepared, the unobligated balance actually existing on June 30 was $245,000, 
a reduction of $152,000 below the earlier forecast. Therefore, the need for new 
obligational authority is $1,580,000 rather than $1,428,000, and we therefore 
request leave to amend the estimate by substituting $1,580,000. 


Ocean freight— Voluntary relief shipments 


Actual fiscal year 1952______.____- =o tlg d ese Ces tid | tae $2, 871, 713 
Estimate fiscal year 1953__._..._____._-- Bs ey eye el ae giv sch 2, 191, 078 
Estimate fiscal year 1954 


Under the authority provided in section 117 (c) of the ECA Act of 1948 and 
subsequently section 535 of the Mutual Security Act, the United States Govern- 
ment has furthered the humanitarian activities of eligible American voluntary 
relief agencies by reimbursing ocean freight costs on relief supplies shipped to 
certain countries. These countries include “participating countries” under the 
ECA Act and by extension under the authority of section 535 to any country 
eligible for economic and technical assistance. It was under this latter authority 
that payment of ocean freight on voluntary relief shipments to India during fiscal 
1953 was possible. It is intended in fiscal 1954 to extend the subsidy program to 
Pakistan, the Arab States, and Israel. In each instance, before expending United 
States funds for this program, an agreement is entered into with the receiving 
country providing that American representatives be permitted on the spot to 
supervise distribution, duty-free entry of the supplies, and the provision by the 
receiving government of inland transportation to the point of ultimate distribu- 
tion. 

This support represents a recognition of the value of people-to-people giving as 
distinct from government-to-government aid, It is a useful supplement to official 
aid programs of the Government in terms of the goodwill generated by these 
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agencies whose work is made possible by the voluntary donations of the American 
public. These American voluntary agencies, through their constituencies, receive 
substantial quantities of gifts-in-kind such as used clothing, medical supplies, and 
food, including United States Government surplus commodities. Without the 
subsidy their limited cash resources which are used now to pay United States 
transportation and handling costs, would not permit them to deliver much of 
these donations vo needy persons abroad. 

The American agencies now receiving support under this program are: American 
Baptist Relief, American Friends Service Committee, American Friends of Aus- 
trian Children, American Jewish Joint Distribution Committee, American ORT 
Federation, Brethern Service Commission, Church World Service, Congregational- 
Christian Service Committee, CARE, Foster Parents’ Plan for War Children, 
Greek War Relief Association, International Rescue Committee, Lutheran World 
Relief, Mennonite Central Committee, Near East Foundation, the Salvation 
Army, Save the Children Federation, Unitarian Service Committee, United 
Lithuanian Relief Fund of America, and War Relief Services of National Catholic 
Welfare Conference. 

The subsidy on parcel-post packages sent by individuals in the United States to 
individuals abroad, which was previously part of this program, has been progres- 
sively reduced in previous years, and was terminated on March 31, 1953. 


OCEAN FREIGHT 


STATEMENT OF ARTHUR C. RINGLAND, ADVISER TO THE ASSIST- 
ANT SECRETARY FOR ECONOMIC AFFAIRS ON VOLUNTARY 
FOREIGN AID, DEPARTMENT OF STATE 


GENERAL STATEMENT 


Mr. Strassen. Mr. Ringland might make a statement. 

Mr. Rineianp. The significant factor in this is in relation to the 
surplus dairy products made available by the Department of Agri- 
culture. On May 4 the Department made available 45,000 tons of 
dried milk for distribution through the voluntary agencies that are 
operating overseas. That allocation is in course of distribution. I 
think the present estimate of funds will make it difficult for the 
agencies to accept further supplies which the Department would like 
to make available for voluntary distribution. 

Chairman Bripces. You take care of the CARE packages and 
other things? 

Mr. RinGuanp. Yes, sir; there are 21 voluntary agencies of which 
CARE is one. These are the agencies that represent the great church 
organizations, Protestants, Catholic, and Jewish, labor groups, 
ethnic groups, and the like. Those agencies for the past 6 years— 
this will be the seventh year—have obtained support to meet in part 
the cost of the movement of the freight from warehouse to the ultimate 
consumer. 

Chairman Bripces. Will you present for the record the typical 
content of the different CARE packages? It changes from time to 
time, I am informed. 

Mr. Rineianp. They have a great variety. 

Chairman Bripeges. J know. I have seen a list of them. May 
we have a list for the record. 

Mr. RinG.anp. It could be made available. 

Chairman Bripcrs. Thank you very much. 

(The information referred to follows:) 


36234—53—— 37 
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Apvisory COMMITTEE ON VOLUNTARY FOREIGN Arp 
Murua Security AGENCY 
D.C. 


25, 


Washington 
Juy 20, 1953. 
MEMORANDUM 


To: Chairman, Senate Appropriations Committee. 
From: Arthur C. Ringland. 

At the hearing on Saturday, July 18, with respect to the estimate of ocean 
freight for the movement of relief supplies by voluntary agencies, the chairman 
requested a list of the packages provided by CARE. ‘This list is attached. 

Attention is invited to the fact that these packages support programs in various 
countries which the Advisory Committee on Voluntary Foreign Aid has approved 
under the terms of CART’’s registration. 

In addition to CARE, the following registered agencies are shipping food, cloth- 
ing, and medicines in bulk to support their approved programs overseas: 

American Baptist Relief 


American 
American 
American 
American 


Friends of Austrian Children 

Friends Service Committee 

Jewish Joint Distribution Committee 
ORT Federation 


Brethren Service Commission 

Church World Service 

Congregational Christian Service Committee 

Foster Parents’ Plan for War Children 

Greek War Relief Association 

International Rescue Committee 

Lutheran World Relief 

Mennonite Central Committee 

Near East Foundation 

Salvation Army 

Save the Children Federation 

Unitarian Service Committee 

United Lithuanian Relief Fund of America 

War Relief Services— National Catholic Welfare Conference 
Attachment: List of packages provided by CARE. 


List oF PackaGces Provipep By CARE, Inc. 


Apprentice carpenter set 
Apprentice toolkit 
Blanket 
Braille kit 
Cotton 
Cotton, far eastern 
English language instruction kit 
Escapee kits 
Food: 
All meat 
Baby 
British 
British budget 
Budget 
Canned pot roast 
Chanukah 
German 
Far East 
Greek 
Ham 
India 
Israel: 
Baby 
Budget 
Family 
Italian 
Japanese 
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Korean 
Kosher 
Lard 
Passover 
Standard 
Yugoslavia 
Yugoslavia Tri-Pac 
Hand tool 
Knitting wool 
Korean: 
Blanket 
Cotton package 
Golden Rule tuberculosis kit 
Knitting wool 
Teachers suiting 
Underwear 
Woolen suiting 
Layette 
Layette, Israel 
Linen, household 
Midwifery kit 
Midwifery replacement package 
Plow 
Plow, India 
Resettler’s kit 
Woolen suiting 
Woolen suiting with findings 


U. N. KOREAN RECONSTRUCTION AGENCY 
STATEMENT OF GRAHAM HALL 
GENERAL STATEMENT 


Mr. Srassen. The United Nations Korean Reconstruction Agency 
is a multilateral approach. You will find some information on it in 
section III, page 107 toward the back of your big book. Mr. Graham 
Hall is here and will take the stand and present this matter. 

Chairman Bripers. Do you have a prepared statement? 

Mr. Hauu. I do have one if you desire me to submit it for the 
record, sir. 

Chairman Bringss. I would like to have it submitted and made 
a part of the record. 

If you will highlight it, and then we may have some questions. 

(The statement referred to follows: ) 


Unirep States CONTRIBUTION TO THE UNITED Nations KorBAN 
RECONSTRUCTION AGENCY 

Summary statement 

The military aggression against the Republic of Korea has caused vast damage 
to its economy and great suffering and privation for its people, resulting in the 
necessity that economic assistance be furnished to enable the Korean people 
to sustain their military resistance to aggression and, in time, to recover from 
the ravages of war. The United States has been providing economic assistance 
to the Republic of Korea by contributions to the United Nations Korean Recon- 
struction Agency (UNKRA) which was established in December 1950 by the 
General Assembly of the United Nations to provide relief and rehabilitation in 
Korea. During the continuance of hostilities the United States has also provided 
through the unified command in excess of $300 million for emergency: direct 
civilian relief in Korea. The unified command has the primary responsibility 
for emergency civilian relief until a time after a cessation of hostilities; and, 
during such continuance of hostilities, UNKRA has been engaged primarily in 
rehabilitation activities. 
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The United Nations authorized an initial $250 million budget for UNKRA 
to be met by voluntary contributions from governments. Of this initial amount, 
the United States eres, subject to the approval of the Congress, $162.5 mil- 
lion as its share. Pursuant to appropriations made under the Mutual Security 
Act in fiscal years 1952 and 1953, the United States has paid $50.75 million on 
its pledge, leaving a balance of $111.75 million. The present appropriation 
request is for $71 million. In addition to this appropriation request, legislation 
has been requested which would authorize the United States Department of 
the Army to make available toward the United States contribution to UNKRA, 
at the time when UNKRA assumes that responsibility for emergency civilian 
relief now being exercised by the unified command, civilian relief supplies in the 
Army pipeline to Korea of a value not to exceed $40.75 million. Thus the re- 
quested appropriation, together with the requested authorization for transfer of 
Army pipeline civilian supplies, would total $111.75 million and would complete 
the payment of the pledged amount of $162.5 million. 

Objectives of UNKRA program 

The overall purpose of UNKRA’s program is to assist the Korean people in 
their own efforts, first, to produce the ee necessities of life and, then, to restore 
a stable economy. The principal objectives of this program are to assist in (1) 
providing food, shelter, clothing, and medical services required to sustain life, 
(2) developing agriculture, fisheries, coastal shipping, and mining so as to minimize 
food import requirements and to maximize exportable surplus, (3) rehabilitating 
or reconstructing the damaged or destroyed Korean facilities for the production 
of goods and materials, and in some instances (such as a fertilizer plant) con- 
structing a facility which had not previously existed, thus restoring and increasin 
the Korean production of goods and materials and making the maximum use o 
indigenous resources, (4) counteracting the inflationary tendencies resulting from 
the war conditions, (5) achieving economic conditions conducive to the mainte- 
nance of economic and political stability, and (6) training Koreans in technical 
skills such as agriculture, industry, public health, and education. 


Current status of UNKRA program 


Continuance of hostilities and the consequent military requirements necessitated 
the deferment of large-scale operations by UNKRA until January 1953. At that 
time, UNKRA, in agreement with the unified command and the Republic of 
Korea, embarked on a program of rehabilitation calling for the cbligation of $70 
million prior to July 1, 1953. UNKRA has proposed a $130 million program for 
fiscal year 1954. This program does not cadiade dhe expenditures which would 
be necessary if UNKRA assumes during fiscal year 1954 the responsibility for 
emergency civilian relief now being exercised by the unified command. 


Coordination of economic assistance to Korea 


A coordinating committee composed of representatives of the Republic of Korea, 
the unified command, and UNKRA functions in Korea for the purpose of coordi- 
nating the respective parts of the overall economic assistance efforts in Korea to 
be fulfilled by each of the three entities. 

In addition, UNKRA has employed and loaned to the United Nations Civil 
Assistance Command 137 persons who have professional or special training for 
the civil assistance work. This plan is designed to continue during the period 
while the United Nations Command has primary responsibility for emergency 
civilian relief. In this way, UNKRA is able to give immediate assistance in 
emergency civilian relief work as well as to ensure an efficient and swift changeover 
when the full responsibility for such work may be assumed by UNKRA. This 
staff is engaged in the distribution of relief supplies, the prevention of epidemics, 
related health and welfare activities, educational activities, and coordinated 
planning of longer range rehabilitation projects. 


United States participation in UNKRA policy determination 

The Secretary General of the United Nations, after seeking the advice of the 
UNKRA Advisory Committee, has appointed Lt. Gen. John B. Coulter, United 
States Army (retired), to take office as Agent General of UNKRA on Ma 16, 
1953. General Coulter has served as the Chief, Washington Office, UNKRA, for 
the past year. The UNKRA Advisory Committee meets frequently to advise 
the Agent General on major financial, procurement, distribution, and other eco- 
nomic problems pertaining to the planning and operations of UNKRA. The 
United States is a member of the advisory committee. The other members are 
United Kingdom, Canada, India, and Uruguay, 
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Contributions by governments to UNKRA 

Thirty-three governments (including the United States) have pledged or con- 
tributed a total of $207.5 million to UNKRA. Of this amount, $70.5 million has 
been paid. 

Mr. Hau. I am aware of the long and arduous sessions this com- 
mittee has held and the lateness of the hour; and I will confine my 
verbal statement to just 7 or 8 minutes on 5 questions which I am sure 
will be in the minds of the committee and then come to your questions 
which I would welcome. 

Chairman Bripges. Very well. 


NEED FOR ASSISTANCE 


Mr. Hau. First of all, what is the need for United Nations economic 
assistance in Korea? It is not for me to tell this committee, as well 
informed as they are, about that need except to make this one com- 
ment. Ihave been in Korea working as recently as June, last month, 
and I can only say that until you have seen the need on the ground 
with your own eyes it is very difficult to picture the enormity of it. 
But if we lay aside just for a moment the homelessness, the privation, 
and suffering and come straight to the question of United States 
policy, then I would ask the committee to consider for a moment the 
war which we have been fighting and the situation which we must 
prevent from occuring after any truce or settlement. 

We must prevent the economic collapse of the Republic of Korea, 
which might cause that country to fall prey to a new aggression from 
the north either by military force or by subversion and propaganda. 

The second question is—— 

Chairman Bringsgs. I think we will also enter page 107, as there 
is nothing of a confidential nature in it. 

Mr. Srassen. That is unclassified. 

Chairman Brings. We will make page 107 part of the record. 

(The information referred to follows:) 


AsIA AND THE Paciric—Unitrep Nations KorREAN RECONSTRUCTION AGENCY 
FUNDS REQUESTED 


The United States representatives in the General Assembly of the United 
Nations pledged, subject to approval of the Congress, $162.5 million as the United 
States share of the initial $250 million budget of the United Nations Korean 
Reconstruction Agency (UNKRA). Pursuant to appropriations in fiscal year 
in fiscal year 1952 and fiscal year 1953, the United States has contributed to 
UNKRA the unobligated balance of the appropriation previously made and avail- 
able to Korea under the Far Eastern Economic Assistance Act of 1950 in the total 
amount of $50.75 million. There remains unpaid on the $162.5 million pledge 
the amount of $111.75 million. 

The present appropriation request is for $71 million. In addition to this 
appropriation request, legislation has been requested which would authorize the 
United States Department of the Army to make available toward the United 
States contribution to UNKRA, at the time when UNKRA assumes that respon- 
sibility for emergency civilian relief now being exercised by the unified command 
civilian relief supplies in the Army pipeline to Korea of a value not to exceec 
$40.75 million. The requested appropriation together with the requested au- 
thorization for transfer of Army pipeline civilian supplies would total $111.75 
rr pe and would thus complete the payment of the pledged amount of $162.5 
million. 

The estimated UNKRA program and plan of expenditure of $130 million for 
fiscal year 1954 is based upon a program presented by the Agent General of 
UNKRA to his advisory committee which is composed to representatives of the 
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United States, the United Kingdom, Canada, India, and Uruguay. It is anti- 
cipated that this advisory committee will have formally acted on this program 
before action by the Congress with respect to appropriation for a contribution 
to UNKRA. The UNKRA program does not include the expenditures which 
would be necessary if UNKRA assumes during fiscal year 1954 the responsibility 
for emergency civilian relief now being exercised by the unified command. If, 
because of a cessation of hostilities and a consequent change in the military 
circumstances, UNKRA is called upon to assume such responsibility for emer- 
geney civilian relief during fiscal year 1954, a larger UNKRA program would be 
required. However, it is assumed that such a program, together with that part 
of the initial $250 million budget expended prior to fiseal year 1954, would not 
exceed the presently authorized total initial budget of UNKRA in the amount 
of $250 million; and the requested legislation would result in the payment of the 
full United States pledge toward such total $250 million budget. If, on the other 
hand, military circumstances render unavailable as a contribution to UNKRA 
during fiseel year 1954 the $40.75 million value of civilian relief supplies from the 
Army pipeline, UNKRA will not have sufficient funds to complete its $130 
million program unless there be a supplemental appropriation for United States 
eontribution to UNKRA of a part of the $40.75 million in cash in lieu of the un- 
available pipline supplies. 
THE NEED FOR AID 


The military aggression against the Republic of Korea has caused vast damage 
to its economy and great suffering and privation for its people, resulting in the 
necessity that economic assistance be furnished to enable the Korean people to 
sustain their military resistance to aggression, and, in time, to recover from the 
ravages of war. 

RELATION TO UNITED STATES OBJECTIVES 


The objectives of the United States with respect to the Republic of Korea are 
(a) to repel the aggression against the Republic of Korea and to restore inter- 
national peace and security in the area; (b) to seek, through United Nations ac- 
tion, the establishment by peaceful means of a unified, democratic, and independent 
Korea; and (c) to support United Nations assistance to the Korean people enabling 
them to recover from the ravages of war and to lay the political and economic 
foundations for a stable democratic nation. The strategic importance of a free 
Korea to the mutual security of the free nations of the world is obvious. The 
United States objectives can be greatly furthered by helping to provide, through 
its contribution to UNKRA, the funds needed to furnish part of the assistance 
required to keep the Korean people alive and help to sustain their economy on 
the minimum basis under which the nation can survive as a free country. 

The responsibility for furnishing relief and rehabilitation in Korea should be 
shared through the multilateral United Nations program of UNKRA. Appropria- 
tion of the requested $71 million for UNKRA will constitute a vital contribution 
by the United States toward demonstrating to the Korean people and the world 
the ability of the United Nations to aid a country which has been stricken by 
military aggression in its efforts to resist that aggression. 


Chairman Brinces. I would like to have you take a village in Korea 
and tell us how it works? 

Mr. Hau. Yes, sir. May I start on a larger scale than a village? 

Chairman Bringes. All right. 

Mr. Hatu. This would be true of any village or all the villages. 
That is the question of the homelessness. It is estimated that 400,000 
homes have been destroyed and that another 200,000 on top of that 
have been about 50 percent damaged. In addition to all that is the 
flood of persons displaced internally within South Korea by the war; 
and then the additional flood of refugees from North Korea who fled 
from Communist domination. That isthe picture that applies to 
every village and city in the country, and it is one of the problems 
UNKRA is seeking to solve. UNKRA sent to South Africa and 
bought earthen-block machines, relatively inexpensive, which are 
taken direct to the village. You may need one supervisor. Practi- 
cally all the labor is provided by the householder who plans to restore 





RO AE ds aR Se al ac eR iabanD 8 mittee ma. jet 





j 
if 








MUTUAL SECURITY APPROPRIATIONS, 1954 581 


the house for himself. They take the soil as it lies, add a slight 
admixture at little expense, pack it in the machines, and turn out 
what we would think of as an adobe house, and which has been 
proven in value. 

They add the absolute minimum of imported material. It is not 
even contemplated that they have window glass but that they use this 
very cheap sort of cellophane-looking material used so much in Army 
barracks overseas during the war. 


COST OF RECONSTRUCTED HOUSES 


To give you some illustration of that, it is estimated that the $5 
million provided in the UNKRA program for fiscal 1954 will turn out 
about 16,000 either new houses of this kind or at least 50-percent- 
repaired houses. 

It is true they will be very simple. They will be one room and a 
kitchen attached to it, all on a very, very small scale, but it does 
provide housing. 

On that basis the average cost would run somewhere between $315 
and $350. 

Mind you, the labor is almost entirely provided free by the house- 
holder trying to get a place to get in out of the weather. 

Could we turn a moment to the industrial side of UNKRA’s 
program? 

Included in the program of which you have an outline in the 
justification sheets and which I would be happy to furnish either for 
your committee staff or for the record, as you may prefer, in the form 
of a very detailed list of every single project in the program and ‘its 
exact status as of the current time. Let us take any one example 
from the industrial part of the program. 

In any basic reconstruction in Korea it would occur to any of you 
that one of the most basic materials you need is cement. The existing 
cement plant was badly damaged. Part of the program is to repair 
that, and also to increase the capacity for reconstruction by building 
another cement plant. 

Another part of UNKRA’s program goes direct to the primary 
purpose, and that is to help the Koreans help themselves. 

One of their greatest deficiencies in foreign-exchange requirements 
is attributable directly to their fertilizer imports. Up to this time the 
United States Army, to a large extent, plus UNKRA to a smaller 
extent, has had to import the fertilizer for them to grow the crops to 
try to feed themselves. 


FERTILIZER PLANT 


One of UNKRA’s projects, therefore, is a fertilizer plant, and figures 
show that this fertilizer plant will pay its entire construction cost 
within 3 years in the fertilizer it will produce. 

I do not want to extend that unduly. Would you prefer to ask 
specific questions? 

PERSONNEL 


Chairman Brinces. I have three things: What is the total personnel 
you have in Korea? 

Mr. Haut. May I refer to my schedule? Would you like to have 
it submitted for the record? 
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Chairman Brivces. Yes, but I would like to have you tell us now. 
Mr. Hauw. | will do both, sir. 
(The following information was submitted:) 


Total United Nations Korean Reconstruction Agency personnel as of June 1, 1953 


Location: 
New NE es thnk innit 


Washington 4 
Geneva 


Total. 


Classifications: 
General service_. 
Professional... ...... 
Principal officer. - ~ . .- 
Director__. 
Ungraded _. 


Total 


Nationalities: 
United States... __- 
United Kingdom. - . . 
Canada al ee 
Australia 
Denmark... ...... 
Netherlands 
Other nations 


Total 


Norte.—Among the United Nations Korean Reconstruction Agency personnel, there are 28 nationalities 
and 2 statoless persons. 


Chairman Brinegs. And how many in the United States and how 
many in Korea? 

Mr. Hau. The total personnel working for UNKRA, and I will 
explain that in a moment, is composed of 138 in Korea; and you wish 
other stations by number; is that right? 

Chairman Bringgs. Yes. 

Mr. Haut. Ninety-nine in New York, 25 in Tokyo, 18 in Washing- 
ton, 12 in Geneva; I must add the full explanation. 

In addition to that, at the request of the United States Army, to 
rovide specialists not available in uniform in the military forces, 
TNKRA has employed, pays for and loans to the exclusive adminis- 

trative jurisdiction and management of the United Nations Civil 
Assistance Command in their civilian relief work, 137 persons. 

Chairman Brinars. I was interested in this because we have had 

some talk about the New York office. 


NEW YORK OFFICE PERSONNEL 
Why do you need 99 there? 


Mr. Ha... I will answer you in two ways: First, you do not need 
them. Second, plans have already been consummated to change 
that situation, and, third, the plans are not to be announced by the 
general to his staff until next week; if it could be conveniently ar- 
ranged to have an executive session for a moment, I have the exact 
figures. 
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Chairman Bripeus. Are there any newspapermen in the room? 

Senator Tuyz. It is an open session. 

Chairman Brinces. Instead of giving it to us here, you had better 
give it in memorandum form and the committee will look it over. 

[t will be a confidential memorandum. 

Mr. Hau. May I say the impact of that proposed reduction is very 
marked not only with respect to personnel but with respect to overall 
reduction of grades of personnel? 

Chairman Bripces. Now there are several things in connection 
with this which this committee would like some answers on, and one 
of them is, Are we to understand this is the total rehabilitation pro- 
gram for South Korea or is the United States, directly, without refer- 
ence to the United Nations, to be asked for some other large appropria- 
tion in the future? 

Mr. Hau. May I answer you first with respect to the appropria- 
tion as it now exists and then may I refer your second question to 
Governor Stassen? 

I am entirely familiar with the answer but it is much more appro- 
priate that he give it. 

First, with respect to the present situation I will give you a running 
start on it to bring you up to date. 


NONMILITARY AID 


Since 1945 a total of $818 million worth of nonmilitary aid has been 
furnished to the Republic of Korea by the United States, and all but 
$106 million of this has been expended. Of the $818 million total, 
$430 million has been furnished since the outbreak of hostilities in 
Korea. 

That is United States money and this $430 million is almost entirely 
in what I am sure you gentlemen are familiar with from hearing army 
requests called CRIK Funds, civilian relief in Korea. 

Chairman Bripagxs. Now, Governor Stassen? 

Mr. Strassen. As Mr. Hall has just said, there is the CRIC fund, 
CRIK, civilian relief in Korea from the Army, and then there is the 
UNKRA fund and then of course there are certain voluntary activities 
now in Korea. It is clear that if we are to go forward either with an 
Armed Force situation building up of Korea or if there is a truce 
and you are to move for the rehabilitating and rebuilding of the Korean 
industry and economy that there will be additional amounts of some 
magnitude involved. We are not making a presentation of it and 
obviously the Korean situation at the present time is such that there 
is not a presentation to be made, but I think it is important as the 
chairman indicated that the committee understand, that the record 
show that there may well be an additional request in the complete 
program of rebuilding the economy of Korea Tocal the UNKRA 
$71 million and the CRIK funds. 

Chairman Bringgs. Also, when the committee was meeting with the 
President recently, the question was raised as to whether or not there 
was anything in such program for North Korea. We are not very 
enthusiastic about that. 

Mr. Srassen. This program has been built up on the basis of the 
requirements of the Republic of Korea. 

Chairman Brinces. That means South Korea? 
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Mr. Strassen. It means whatever the jurisdiction of the Republic 
of Korea is, and the situation actually over there is that the overwhelm- 
ing majority of the people are to the south and the industrial buildup 
question is in the south. 

[ presume circumstances might arise under which a special presen- 
tation would be made to the committee in that respect. 

Chairman Bripcrs. All right. 

Now do you do anything on food? 


GRAIN IMPORTS ’ 


Mr. Hatt. UNKRA in the program it has completed during the 
second half of fiscal 1953 did import grain. It does not propose to 
import grain in its fiscal 1954 program. 

Senator Tuys. Why is that? 

Mr. Hauu. That again relates to the answer which Governor 
Stassen mentioned and I believe could not be discussed except in 
executive session. 

Chairman Brinexs. Is there anything else you would care to tell 
us at this time? 

Mr. Hau. Yes, and I will be very quick. I believe you would like 
a word on the current status of the UNKRA program. It was not 
until January 1953 that the military needs permitted UNKRA to 
enbark on large-scale operations. It did then embark on a program 
for $70 million for the second half of fiscal year 1953 and has progressed 
very rapidly with its obligations under that program. 

It has proposed for fiscal 1954 a program of $130 million. On 
that point I know a question of immediate interest to the committee 
arises as to how does UNKRA’s program fit in with any other eco- 
nomic activity going on in Korea? I believe that is a basic question. 
On that, with your permission, I will read the telegram from General 
Clark with just a slight paraphrase: 

“UNKRA program for 1954 was approved by this headquarters 
for submission to the Joint United Nations Command, Republic of 
Korea, UNKRA committee,” which we call the Coordinating Com- 
mittee. “The Joint Committee approved the program. In this 
connection it is pointed out that the UNKRA program has been 
developed and has been regarded here as an integral part of the 
overall integrated program. The Tasca mission has accepted the 
UNKRA program as an integral part of the overall program.’ 

The greatest care is used to achieve the maximum coordination 
possible and it may be that under plans that Governor Stassen will 
later discuss with you, an even higher degree of coordination can be 
secured. 

In connection with the coordination, there is another question of 
national interest to the committee I am sure. 


UNITED STATES DETERMINATION OF POLICIES 


What is the degree of participation of our own Government in 
determining the policies of UNKRA? First, may I refer briefly to 
the fact that the Agent General of UNKRA, the top man, who was 
appointed May 16 of this year, was sponsored by the United States, 
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considered by the UNKRA Advisory Committee, ard appointed by 
the Secretary General of the United Nations. 

He is Lieutenant General Coulter, Urited States Army retired, 
who spent the best part of 3 years in Korea in both a military, diplo- 
matic, and economic missioc. 

He is exceedingly famitiar with the economic problems of Korea. 

Seconaly, with respect to the UNKRA Advisory Committee which 
I just mentioned, the Urited States is 1 of the 5 member governments 
on that committee, 

The other four are the United Kiagdom, Canada, India, and 
Uruguay. 

Past experience has shown that the advice given by the Advisory 
Committee in virtually every instance has been unanimous and also 
in every instance has been followed by the Agent General. The 
Advisory Committee has direct authority under the resolution estab- 
tishing UNKRA to advise the Agent General with respect to the 
major financial, procurement, distribution, economic and program 
formation questions. 

Chairman Bripees. Mr. Hall, you are directing the activities, are 
you not? 

Mr. Hatt. I did not introduce myself. I am sorry. I am Special 
Assistant to the Assistant Secretary for United Nations Affairs serving 
solely in the State Department. My duties are concerned primarily 
with relief and rehabilitation in Korea and particularly with the 
United Nations Korean Reconstruction Agency from the point of view 
of United States policy. 


BACKGROUND OF WITNESS 


Chairman Brinars. Before you assumed that job had you had 
experience in rehabilitatic on work? 

Mr. Hau. I appreciate your question. I have only been on the 
job for about 2% years. Prior to that for 25 years I was engaged in 
the practice of law and in very diverse business interests “with an 
income of $50,000 to $75,000 a year. I think I have had a very 
wide experience. 

Chairman Brinces. Your home was where? 

Mr. Hau. Little Rock, Ark.; furthermore, on the lighter side of 
the record, I was invited by a Democratic Under Secretary of State 
to come into the Department as an open and avowed and working 
Republican. 

Chairman Bripass. Is there anything else you would like to offer 
us on this? I think we have a general picture. 

Mr. Harty. Would you care to have me submit either to the staff 
or for the record the list of the contributing governments, the 33 
governments? 

The CuarrMan. Yes. 

(The list referred to follows:) 
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United Nations Korean Reconstruction Agency statement of pledges and 
contributions as of July 1, 1953 


{Expressed in terms of United States dollars) 




















> Balance 
Pledged Paid outstanding 
Mam ber states: | 
Argentina. . : ‘ . $500, 000 | SOOT Voatenucnabance 
BUND ie 6 do cp dctewee de aside « a | 4, 002, 710 1, 366, 856 $2, 635, 854 
Belgium wt 200, 000 |....... 200, 000 
Burma__..... > : ™ 49, 934 | GU UE Voenksvccthenss 
OS SSS ae ee ee jatedead wiih 6, 004, 762 | 6, 904, 7 Chiateteeers 
Chile... iat , | 250, 000 | 250, 000 
Denmark ‘ | 840, 000 | 289, 555 570, 445 
Dominican Republlic...........-..-.-..--. RR, ene ceneind 10, 000 
Eeypt be : 28, 716 28, 716 
Ei Salvador__........... on ore) eae aha 500 4 500 
Ethiopia ; ‘ 40, 000 40, 000 |... 
SN dah on. cicin decbbumoddak ‘ ‘ sieods id phinadd Rin 
Honduras... ...... 2, 500 DP a consennnnetedh 
Indonesia. ... .-- 100, 090 109, 000 
OT. .. tk unk dine i asekireanieed 33, 600 8 | eee 
Lebanon........ 50, 000 DET Dehnenaawes 
Liberia ......... ‘ bi / ke 15, 000 Gee too ae 
Luxembourg... = ; ‘ 30, 000 ie 
Netherlands. ._.....- 263, 158 263, 158 |..... ee 
ent SI 1c Shkihs Si55 04s 6hni-bk bo she-d ‘ dias eee 560, 000 
et lla mag 829, 000 11, 900 817, 100 
Panama. _..... . 3,000 |. 3, 000 
Paraguay sw tligl aaittiniuae ings ca shen iepinpenaieidaligs | 10, 000 OO. OUR he eclidlee 
Saudi Arabia. ; ; pa | 20, 000 20,090 |... 2 
Bs itebn -bgbssiechihn<6oe paint : 966, 518 322, 237 644, 281 
Syria anaes a 11, 408 |_. — 11, 408 
United Kingdom . bi smbbdndonnincessbackgistiieds bode 28, 000, 000 8, 540, 000 19, 460, 000 
BRINE, ound cnentie keninesieennnssnapetrs hes 162, 500, 000 50, 750, 000 111, 750, 000 
Venezuela. . Seat secaues : each 70, 000 70, 000 firsake 
Teotal...... lee poabial apensinntcs 206, 310, 806 69, 369, 502 136, 941, 304 
——_—_—_—_—_— —— SSS S E—E SS 
Nonmember states: | 
Austria i ‘ 162, 936 162, 936 |.... 
Italy theta s$6éhbedneaeediel pall aan 960, 000 960, 000 
aE edireenire ‘ 281 231 
III cig itp ct pdcbobere bein chiens oh 23, 256 | 23, 256 
Nh nai 6 ~ <tehencbdbits- oases) neanensseensene| 10, 000 10, 000 
ett. nit. cn 1,156,473 | 1,156, 473 |_- 
Total all governments... ..........-...-.-.....---.---.-| 207,467,279 | 70, 525, 975 | 








' Guatemala has offered ‘‘scveral thousand tons of timber” which has not yet been valued. 


Mr. Strassen. Mr. Chairman, and gentlemen of the committee, I 
think we have completed the multilateral items and might take up 
chapter III which is a very significant new chapter in the President’s 
program entitled ‘‘ Mutual Special Weapons Planning.” 


MUTUAL SPECIAL WEAPONS PLANNING 


The authorizing committee heard this at length and after due 
consideration authorized appropriation up to $100 million for this 
purpose. 

hairman Bringes. Several people requested permission to hear 
this part of the program. 

Senator Toyz. We were just trying to ascertain whether this was 
one of the items Senator Ellender had a particular interest in. 

Mr. Strassen. I believe it was point 4. 

Chairman Bringes. Is this all right to continue in open session? 

Mr. Strassen. There can be two versions of it. If you want more 
specifics, it might be better to go into closed sessions and give it 
complete. 


ett 
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Chairman Bripcegs. I will have to ask those not with Governor 
Stassen to leave at this time, aid we will proceed in executive session. 

Now, Governor Stassen, do you and your representatives vouch 
for the rest of them? 

Mr. Strassen. Yes, sir. 


SPECIAL WEAPONS DEVELOPMENT 


Mr. Chairman, there has been an awareness for some time that for 
the most effective defense of the United States, and particularly with 
reference to Western Europe, the use of the best of scientific advances 
in new weapons, nonatomic in nature, should be made if you are 
going to be able to face successfully the mass of men that would be 
involved in the Soviet military; and there has been special thought 
given to the matter of special weapons developments. It is proposed 
in this program that we make a very significant move in this regard. 

It is provided that there shall be appropriated to the President not 
to exceed $100 million for use in a mutual special weapons planning 
program. It is, of course, a fact from past experience and present 
knowledge that the scientific brains and ingenious thought do not 
necessarily come to a scientist in a large nation; it might and frequently 
does come from a small nation. 

In NATO there are 14 members, including a number of small 
nations. But at the present time there would be no real indication 
that the germ of an idea in a scientist in a small nation could properly 
be backed and developed from the standpoint of military special 
weapons. 

Establishment of this fund would make it clear that the research 
activities in all NATO countries could. be brought forward in this 
special weapons planning and backed up for the use of NATO as a 
whole but with a very significant eit control in the part of our 
President. 

The way it would work would be that through the Department of 
Defense and the Joint Chiefs of Staff, and through the research activ- 
ities of our own Armed Forces, this fund being voted could work 
through the NATO committees and through all the NATO coun- 
tries apprising them of our interest in backing good ideas for special 
weapons. 

It might involve guided missiles in knocking down aircraft. There 
are many scientific ideas in the early stage. It might involve new 
methods of knocking out massed tanks or methods by which these 
mass attacks of suicidal land forces might be stopped. 


PRESIDENTIAL DETERMINATION OF JCS RECOMMENDATIONS 


But the President must make a determination which would be made 
upon recommendation of the Joint Chiefs first that there is something 
that should be backed up toward either experimental production or 
initial pilot production and then, after it is produced, the law provides 
that there would be another determination by the President before it 
would be turned over to the NATO forces. 

We feel we have hedged it in very carefully for the United States 
control in relationship to the funds. But it would be an encourage- 
ment to other countries, a basically sound stimulation, and might 
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become one of the most sound portions of the program, By its nature 
there is no proposal in this $100 million that we are going to finance 
the construction of 2,350 of a certain aircraft intercepter guided 
missile, because these things are in a more nebulous stage; or that we 
will finance this kind of a new antitank weapon at all or another 
kind; but we feel it will have an important relationship to the very 
spirit of our NATO partners and may turn up some extremely sig- 
nificant new scientific advances, 


JUDICIOUS USE OF FUNDS 


It is so stated further that this fund cannot be used for any other 
purpose. This is not a way to get any added funds in the bill. If 
good projects do not come up that the Joint Chiefs and the President 
approve, such part as is not needed will be here. 

Senator Toys. Can that remain on the record? 

Chairman BripGrs. Why not let the Governor go over it? 

Mr. Strassen. This further point might have to come off the record. 

General Ridgway initiated and General Gruenther followed through 
on a special analysis of new and modern weapons in the NATO com- 
mand and that study should be out in September, and that will form 
the basis related to the research approach for this purpose. 

That special study is being conducted with a full knowledge on the 
one hand of the atomic capability that is not involved in this law but 
also the other kind of new and special weapons that are involved. 

It is carefully hemmed in for United States control but at the same 
time for the stimulation of the best scientific brains in other countries, 
Then—— 

Chairman Brivaps. I think we all understand that. 


MUTUAL DEFENSE FINANCING 


Mr. Strassen. We might take a few moments on chapter IT, ‘“Mu- 
tual defense financing” if Dr. FitzGerald and Mr. Ohly will come up. 
Many of these items have been gone into in earlier presentations, 
But let me state to you that this program in chapter II, the “Mutual 
defense financing’’, has been trimmed down to what we consider to be 
an absolute bare minimum. 

We are involved in this portion with authorization of not to exceed 
$250 million in Europe and $84 million in the Far Kast, $100 million 
for the manufacture in France of artillery, ammunition, and semi- 
automatic weapons and $100 million for the backing up of modern 
aircraft for the United Kingdom, and $400 million for the backing up 
of the Indochina war with equipment, materials, and service for 
France and the Associated States. 

In each of these situations there is a very high degree of sound 
United States national interest in following it through. You have 
the specific recommendations of the President which came at a cul- 
mination of a National Security Council study, and in which the 
Secretary of the Treasury and Director of the Budget and everybody 
concerned with the spending side was involved. 

Let me point out that in this illustrative program there is no 
money for Belgium. Belgium has recovered and is on its feet and in 
aecordance with the recommendations there is no money for them, 
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none for Denmark or Iceland, the Netherlands, Norway, or Portugal. 
We have nothing for Germany except $15 million for the refugee 
situation. 

INDOCHINA WAR 


We have the two large items, France with the Indochina war 
costing a billion two hundred million; for a 7-year period it has been 
a heavy drain and they are now moving in a more affirmative way. 
> You may have noticed they have just made a parachute jump to 
knock out some of the supply centers of the C ommunists coming 
down from the Chinese supply sources. We feel that it is so im- 
portant in that whole Southeast Asian area and in the world picture 
that we back the French up. We feel this $400 million item is of 
great significance, 

Likewise the $100 million to follow through for the French divi- 
sions in Europe with this artillery and semiautomatic weapons, that 
has been carefully calculated and trimmed down. We feel it is vitally 
important. 

UNITED KINGDOM 


The United Kingdom is the other large item. Britain received 
$400 million this last year. We cut in half the amount—$100 million 
for the RAF and $100 million in agricultural surplus products—wheat, 
cotton and lard, particularly. 

We feel that that phasing of economic aid to the United Kingdom 
makes it possible for them to adjust their own financing and balance 
of payments at that rate and have a faicly favorable strengthening 
of the United Kingdom economy at the same time; whereas, if you 
drop sharper than that, from our careful analysis in which the Secre- 
tary of the Treasury took part, we feel that there is a danger that 
you lose the very objective you have; to wit, having a confident 
economy in the United Kingdom and a strengthening situation for 
an expanded future defense effort on their part. 

The other items in here are $20 million for Italy; that is facing 
us, the phasing out—— 


COMMITTEE STAFF REPORT ON FRENCH SITUATION 


Chairman Brivaes. Before leaving France, you were provided with 
a copy of the staff report of this committee on the French situation, 
Do you have any comments to make on that? 

Mr. Strassen. Well, my first comment is that many of the things 
that were there stated, like the changing of the SRE Office in Paris, 
was with the same recommendations that came from our advisers, 
and we have carried them out. 

On the matter of being very critical of the Government of France, 
I have this feeling: It is much easier to be critical of the Government 
of France if you do not have the problems of the Government of 
France. We feel, for instance, in their move on greater independence 
for Indochina and their more active program and their campsign of 
General Navarre, they are moving in the right way. In fact, they 
just put on more taxes since the report to you was written 

With all their difficulties, we feel they are currently making efforts, 
and with us a joint effort, to strengthen their situation. They are 
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so important that, rather than sort of throw up our hands and say 
that the French situation just looks dark, we say there are a great 
many difficulties in France but we must nevertheless carry through 
and work step by step to bring about success. 
I do feel that in the last 6 months the situation has improved a 
trifle. 
LISBON-TYPE AID 


Chairman Bripeces. Let’s discuss the Lisbon-type aid. What is 
your comment on that? 

Mr. Strassen. We do not propose any, and we will not have any 
in this program. I do not know all the circumstances at Lisbon, 
what the emergency situation was there; and, therefore, I do not 
pass on it from the standpoint of the past; but I do say that, knowing 
the needs of France now, we present very directly and specifically 
to you what we intend to do. 

‘hairman Bripces. Do you know the position of the General 
Accounting Office on the Lisbon situation? 

Mr. Strassen. I am not familiar with whether or not they have 
commented on it, 

Chairman Bripces. Does anyone here know? 

Mr. Strassen. No, sir. 

Chairman BripGes. You are stating mainly that, regardless of 
what we have done in the past on it, there is no thought of going for- 
ward with that type of aid now? 

Mr. Strassen. No, and we do not propose to. 

Chairman Bripces. Would you want to give us for the record, 
because we are interested in the past, too, how this money has been 
used; also the relationship of your organization with the General Ac- 
counting Office on this type of aid? 

Mr. Strassen. We will furnish that for the record. If we have had 
a communication from the GAO on it, we will advise you. 


AUSTRIA 


The other amounts in here are about $20 million for Austria—that 
is phasing out of that situation but keeping Austria strong—$45 million 
for Yugoslavia and $70 million for Formosa, about $25 million locally 
in Indochina, $20 million phasing out of Greece, and $50 million in 
Turkey. 

Senator Ture. What do you do in Austria with the money that you 
are contemplating spending? 

Mr. Strassen. We provide a certain amount of commodities and 
machinery and equipment and things of that kind to bolster their 
economy, particularly from the standpoint of imports from the dollar 
area. 

Senator Tuys. Are you spending any money to improve their land 
conditions or productivity of their agriculture; all land, such as putting 
in manure pits as was done awhile back? 

Mr. Srassen. I think that the technical assistance to Austria is 
pretty well phasing out at present, but the past agricultural technical 
assistance has brought their food production up—I should say the 
effort of their own farmers perhaps plus some of our technical assist- 
ance—so that they are now up to prewar levels of agricultural produc- 
tion of food in Austria. 
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FORMOSA 


Chairman Brinces. What about in Formosa? Take that $70 mil- 
lion generally? 

Mr. Srassen. Formosa is maintaining a fairly substantial defense 
force and on a fairly small not too much developed country. 

So, you do need some economic backup if you are to have a reason- 
able standard of living for the people of Formosa and reasonable 
conditions to maintain those forces on Formosa. 

The Formosa program will be found in section 3, page 89 and 
page 88. You will find that in fiscal 1953 the level was about $75 
million; we are shading down to $70 million. 

(Discussion was continued off the record.) 

Mr. Strassen. Prices have been fairly stable in Formosa recently, 
and we feel with the $70 million if it is carefully managed we can back 
up their armed forces, do some development in their harbors, their 
roads, and so on, to fit in with work activity for the people and an 
expansion of their own production. 

I may indicate again in Formosa’s case we did not put in a figure 
readily to be chopped down. We really understood President Eisen- 
hower’s direction, figured very closely and carefully, and did the trim- 
ming and came before Congress with what we really felt was the neces- 
sary figure in Formosa. 

That is true in Mutual Defense Financing: Chapter II. The total 
amount in this part is sharply down in Europe; and we have told the 
European countries that this program is phasing out of all matters of 
economic grants or what we might call budget-support grants as dis- 
tinguished from military end items. But when they are in a stage of 
careful phasing out, so that countries stand on their own feet and by 
that means are off your feet, I think it is very important that just as 
the countries are about to get on their feet that we do not give them a 
sudden shove so they fall instead of stand. We feel those countries 
will stand and walk forward with us in a defense effort—Belgium, 
Norway, Denmark—these countries that have been aided to where 
they are on their own feet. Their industries are reestablished; they 
have their budgets in good shape; they have a good defense budget— 
more than they had before World War Il—and in these remaining 
countries we are presenting to the Congress our request that we be 
given this backing from Congress to get them completely on their 
feet. Otherwise, you get an adverse psychological reaction, and you 
can really cause hundreds of millions of damage sometimes just on a 
difference of $25 million. 


SPECIAL FUNDS FOR FRANCE 


I might point out that with careful marshalling of resources in 
May we made $60 million specially available to France. They were 
in a situation where they needed some backing in meeting their EPU 
payments and, with other problems that came up in the spring and 
their trade relations with the rest of the European countries, there 
was a grave situation facing France and $60 million was put in at the 
right time, and right away they were able to meet the payment. 
Trade picked up a bit with the rest of the European countries, and I 
feel they are gradually adjusting their budget and will come through 
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and take the other necessary economic steps, so that as we know from 
the standpoint of either confidence or lack of it, it can have a terrific 
impact on the economy. We have worked out this program with 
these amounts. We have been able to trim down a lot in United 
States expenditure but maintain confidence in Europe and economic 
success. 

That is the way we are trying to work through on chapter IT, 

Are there any questions? 

Chairman Brivers. I think perhaps we had better discontinue 
the hearings today. We are going on again Monday morning. 

I assume you will want a complete technical assistance presentation 
on Monday morning that Senator Ellender particularly wanted to 
pursue further. 

Chairman Brivces. Yes. 

Mr. Srassen. Then I believe Mr. Byroade will be available with 
particular reference to the Near East and India and Pakistan. 

Chairman Brinces. We want at sometime to talk to you and 
representatives of the State Department on American investments 
abroad. 

Mr. Strassen. We are prepared for that. Then you did request 
a report on the developmental projects, industrial developmental 
programs and projects particularly in Turkey and the Philippines. 

We are prepared on that. There were a series of questions Senator 
Dirksen asked on a certain purchase of a large number of aluminum 
fish pans. 

We are prepared with that for Monday. 

Chairman Brineces. We plan to start at 10 o’clock Monday and 
will go as far as we can. 

Mr. Stassen. There was some desire too, I believe, to hear Secretary 
Dulles in executive session before you finished. The other presenta- 
tion was in open session. If there was such a wish I am certain he 
will be willing to come up. 

Chairman Bringes. We will determine that Monday. Monday 
will be in open session. 

Mr. Strassen. Monday morning we start open session on technical 
assistance. 

Chairman Bripaes. We will recess now, until Monday morning. 


UNITED NATIONS TECHNICAL-ASSISTANCE PROGRAM 


I have received the following communication from Hon. Henry 
Cabot Lodge, Jr., United States Representative to the United Nations 
regarding the United Nations technical-assistance program. 

(The letter referred to follows:) 


Unirsep States REPRESENTATIVE TO THE UniTED NATIONs, 
New York, N. Y., July 17, 1953. 
The Honorable Styies Bripcss, 
Chairman, Appropriations Committee, United States Senate. 


Dear Mr. CuarrMan: This relates to the $4,595,812 supplemental item for 
the remainder of calendar year 1953 for the United Nations technical-assistance 
program. The item is contained in the current pending request for a supple- 
mental appropriation for multilateral technical assistance for 1953. 

This is the program which helps underdeveloped countries to get on to a bare 
subsistence level by such things as teaching them how to drain their swamps, 
irrigate their deserts, eliminate disease and increase the food supply. This is 
done principally by instruction on the spot and by educating young men from 
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these countries in schools of which the United States furnishes the largest number. 
It is a relatively inexpensive form of self-help. 

The $4,595,812 figure represents part of a total $12,767,145 pledge which we 
have publicly made. 

It has been the Communists’ practice to boycott this whole program and, 
since being the United States Representative here, I have publicly called attention 
to the fact that the Communists indulge in violent words and violent deeds but 
overlook this opportunity to do something practical to bind up the wounds of 
the world, 

I have just read a dispatch from Geneva saying that the Soviet Union and 
Poland have made offers to contribute to this program. While one cannot say 
how bona fide this offer is, the United States would certainly be in an extremely 
disadvantageous position if we failed to keep our pledge on a program which the 
Soviet Union says it is just beginning to accept. We would lose infinitely more 
in good will than the dollars involved in this program. 

This kind of program (in which many other nations join) represents the United 
States at its best to many people in many parts of the world. I wanted the 
members of the committee to know what I know about it so that they can then 
draw their own conclusions. 

I enclose a statement which I made on February 26 before the United Nations 
Technical Assistance Pledging Conference which will give further background. 

Very sincerely yours, 
Henry Casor Lopag, Jr. 

Attachment: Press release No. 1647, February 26, 1953. 


Unitep States DELEGATION TO THE GENERAL ASSEMBLY 


Advance release Press Release No. 1647 
For release on delivery February 26, 1953. 


SraTeEMENT BY Hon. Henry Casor Lopagsg, Jr., Unitep States REPRESENTA- 
TIVE, BerorE 1HE Unitrep Nations TECHNICAL ASSISTANCE PLEDGING 
CONFERENCE 


This conference on the annual renewal of life for what is surely one of the most 
important of the United Nations activities is a significant international occasion 
at which I am happy to represent the United States, 

Equally sicnificant is the fact that represented here are the Governments of 
Austria, Cambodia, Ceylon, Finland, Germany, Italy, Japan, Korea, Laos, 
Monaco, Spain, Switzerland, and Viet-Nam, Although not members of the United 
Nations, these countries show by their cooperation and presence that the idea of 
technical assistance is powerful and promising. The United States welcomes 
their presence, 

We may also note the absence of a number of governments who habitually speak 
so loudly of their interest in assisting underdeveloped countries and who are 
strancely absent and silent when the chance comes actually to do something 
helpful. 

he statesmen of southeast Asia were not deluded by the words of the repre- 
sentatives of such governments at the re:ent meeting in Bandung, Indonesia. 
At the Economic Commission for Asia and the Far East, Mr. Ahmad Khaleli of 
Pakistan asked the U. 8. 8. R. to stop shading crocodile tears, and Mr, D. B. 
Karmarhar of India said, ‘The Soviet Union has done practically nothing to help 
the rezion and has attributed malicious motives to other countries that have 
helped.” 

tn spite of this use of propaganda instead of action on their part, we look to the 
time when we who are here today will be joined by the Soviet Union, Poland, and 
Czechoslovakia in pushing forward this important work of bettering the life of 
hundreds of millions throughout the world. 

Mr. Chairman, technical assistance has been called an act of faith in the ability 
of people to help themselves. It can be a powerful force for the development of 
latent resources, both human and physical. It is one of the things President 
Eisenhower undoubtedly had in mind when he wrote to Assembly President 
Pearson on Tuesday that the task of achieving a just and durable peace involves 
not only the building of collective security: “‘it challenges our intelligence and 
our idealism on the whole broad front of human activity.” 

The response of the United States to this challenge is not new. The record 
of our missionaries; the work of our great foundations; the long experience of our 
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agricultural extension services in our individual states—all of these testify to our 
faith that people will accomplish big things by collaborating on common problems 
for their own advancement. 

The United States has for some 25 years, therefore, been engaged in its own 

rograms of bilateral technical assistance. Since the early days of the United 
Nations, the United States has supported the idea of multilateral technical 
assistance under United Nations auspices. 

Today, after two and a half years, the necessary administrative machinery has 
been set up and put into operation. Agreements negotiated with governments 
have enabled projects to start in some 65 countries and territories. Approximately 
1,000 United Nations experts are now in the field and at work. 

Already, this work is producing results. In the Near East, where the seasonal 
swarming of locusts has destroyed the crops, and has often discouraged farmers 
from even planting crops, international and national efforts are today combined 
to limit the depredations of this ancient enemy of man. 

In Asia, Africa, and Latin America, animal diseases which have deprived mil- 
lions of people of animal agricultural products and of draft animals are, thanks to 
this program, being eliminated. 

In the great arid and semiarid areas of the world, exploration and technical 
operations are bringing water to the surface for the livelihood of countless men 
women, and children. In other areas, swamps and lowlands are being drain 
and controlled—with a resulting drop in malaria and a rise in food production. 
Extension programs are bringing the findings of agricultural science to the indi- 
vidual farmer and showing him how to put them to work. 

These are results that can be seen; that can be measured—results that make life 
worth while, that make peace worth working for. 

There is also the long-range work. The meaning of village sanitation, with all 
it implies for increased health and energy, is now being taught in rural communities 
around the world. Governments are learning how to strengthen their health 
services. 

Mr. Chairman, this is a moving record which the United States Government is 
proud to help establish. 

Today, let me emphasize our interest in the United Nations technical assistance 
program by quoting a statement of our colleague, Prof. A. 8. Bokhari. He once 
told a group of students that ‘“‘a hungary man will choose 4 sandwiches instead of 
4 freedoms.” 

In other words, the idea of human freedom can only advance if the free govern- 
ments of the world conduct a program of action in which people can see with 
their own eyes that their lot is improving. The United Nations is accomplishing 
this in many places in the world. 

But the program, although substantial, is not yet operating at its full effective- 
ness. Undoubtedly one reason for this is that every government represented here 
has been prevented from contributing as much as it would like because of de- 
mands—demands arising from a basic threat to our peace and security by aggres- 
sive action by a small group of states. These threats limit our participation in 
some of the most worthwhile United Nations activities. 

The United States Government is acutely aware of the heavy defense burdens 
which we and many other nations of the free world carry. We are currently 
engaged in a detailed review of all of our expenditures, both domestic and inter- 
national and this review will of necessity extend not only to expenditures for 1953 
but also to the projection of expenditures for future years. 

Thus, while I am authorized to reaffirm the pledge of the representative of 
the United States made before the Negotiating Committee on Extra-Budgetary 
Funds at the first part of this session of the General Assembly, it should be 
understood that this pledge involves no commitment express or implied of 
the executive branch of the Government of the United States beyond the current 
year. The Government will wish to consider the amount of its pledge for 1954 
in the light of the degree of support given the program by other governments, 
the results accomplished under the program, the competing demands upon the 
United States Government for faaie: and the basic general budgetary policy 
of the Government. The statement of pledge which I am happy to confirm for 
this year is as follows: 

‘“‘The United States is prepared to pledge a maximum of $14,708,750 to 
the expanded program of technical assistance for the calendar year 1953 
provided that the United States pledge does not exceed 60 percent of the total 
pledges made by all governments for this period. 
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‘‘ An existing law of the United States authorizes an appropriation of $14,708,750, 
and $8,171,333 of this amount has been appropriated and is now available for 
payment to the special technical assistance account. 

“The Executive has requested action by the Co-igress to make an additional 
$6,507,417 available for this purpose. This figure will be revised to whatever 
amount is justified within the total authorized by the pledges made by other gov- 
ernments in support of the 1953 program. Insofar as an amount in excess of 
$8,171,333 is required this pledge is authorized by the Executive of the United 
States Government and is subject to congressional action.” 


Chairman Bripces. The following material has been received and 
will be made a part of the record. 
(The material referred to follows:) 


(See pp. 433 and 573) 
APPROPRIATIONS FoR UNICEF 


The United States Government has not contributed anything to the United 
Nations International Children’s Emergency Fund since July 1952. 

UNICEF needs: 

$9,814,333 supplemental appropriation for 1953. 
$9 million appropriation for calendar 1954. 

The House Appropriations Committee has recommended: 

$5 million supplemental appropriation for 1953. 

No appropriation for calendar 1954 because, as the report states, ‘‘the 
United Nations is not planning to meet until sometime this fall to decide 
whether to establish a program for 1954.” 

We urge the Senate Appropriations Committee to include both items listed at 
the top of the page under “‘UNICEF needs” and to add to the second item some 
such phrase as: “Subject to the authorization of a future program of international 
children’s welfare work by the United Nations General Assembly.” 


American Association of Social Workers, American Parents Com- 
mittee, Child Study Association of America, Child Welfare 
League of America, Inc., Friends Committee on National Legis- 
lation, National Council of Jewish Women, National Board of 
the Young Women’s Christian Association, United Church 
Women, Woman’s Division of Christian Service of the Board of 
Missions of the Methodist Church, Women’s International 
League for Peace and Freedom. 





(See p. 377) 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., July 17, 1953. 
Hon. Everett McKinuey Dirksen, 
United States Senate. 


Dear Senator Dirksen: Yesterday you inquired as to the operation of the 
transferability provisions with respect to military assistance to the Near East. 

The following forms of transferability are available with respect to military 
assistance: 

(1) Section 513 (a) of the Mutual Security Act of 1951, as amended, which is 
further amended by section 701 (c) of the Mutual Security Act of 1953, provides 
that not to exceed 10 percent of the funds made available under sections 101 
(Europe), 201 (Greece, Turkey, and Iran), 301 (Asia), and 401 (Latin America), 
respectively, may be transferred between such sections for the purpose of fur- 
nishing assistance in a different area from that for which such funds were origi- 
nally authorized and appropriated. 

(2) Section 201 of the Mutual Security Act of 1951, as amended, now made 
section 202 (a) and further amended by section 701 (b) of the Mutual Security 
Act of 1953, provides that not to exceed 10 percent of the appropriations made 
available for the purpose of furnishing military assistance to Greece, Turkey, 
and Iran may be used for the purpose of furnishing military assistance to other 
nations in the Near East. 

Funds may be transferred from the title 1 area (Europe) to the section 201 
area (Greece, Turkey, and Iran,, but such transferred funds cannot be utilized 
in computing the base for the 10 percent transfer to other areas of the Near East, 
permitted by section 202 (a). It should also be pointed out that prior appropria- 
tions made available pursuant to section 201 of the Mutual Security Act can be 
utilized in computing the base for the transfer of funds under section 202 (a). 
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All of the above transfers are, of course, in addition to the $50 million author- 
ized to be appropriated by section 202 (b) of the Mutual Security Act of 1951, 
as amended, which is section 704 of the Mutual Security Act of 1953. No trans- 
fers are permitted either to or from section 202 (b). 

This letter has been concurred in by the counsel to the Director for Mutual 
Security. 

Sincerely yours, 
N. E. Havasy, 
Deputy Assistant Secretary (International Security Affairs). 
CC: Mr. Goodrich DPHill/jrf/17 July 53 
Mr. Halaby OSD OMA 2C 861 78343 


STATEMENT OF THomas G. Watters, Operations Drrecror, GOVERNMENT 
Empioyees’ Councit, AMERICAN FrepERATION OF LaBoR, ON THE MuTUAL 
Security APPROPRIATION BILL 


Mr. Chairman and members of the mutual security appropriation bill com- 
mittee, by way of introduction, my name is Thomas G. Walters, operations 
director of the Government Employees’ Council of the American Federation of 
Labor, 100 Indiana Avenue NW., Washington 1, D. C., phone EXecutive 3—2820, 
3-2821. 

The Government Employees’ Council of the American Federation of Labor is 
made up of 23 national and international unions whose membership, in whole or 
in part, are civil-service emplovees. The total Federal employee membership of 
the Government Employees’ Council is more than 500,000 members. 

The GEC is concerned with the provision contained in Public Law 118, 83d 
Congress, premitting Mutual Security Administration to choose individuals for 
reductions in force outside ordinary civil-service regulations. 

We respectfully urge, that in the appropiration bill for Mutual Security, now 
being considered by your committee, that a section be inserted in the 1954 appro- 
priation bill, to this effect. ‘‘No part of any appropriation contained in this 
act shall be available for payment of any officer or employee in administering 
reductions in personrel required by this or any other act unless section 12, Public 
Law 359, 78th Congress, as amended, and civil-service regulations issued pursuant 
thereto are followed in accomplishing such reductions.” 

Mr. Chairman and members of the committee, we believe that all reductions 
in force, should be accomplished through the regular channels, and within the 
provisions of regulations issued by. the Civil Service Commission. 

Appreciate the opportunity of filing this statement, and trust that vour com- 
mittee will take favorable action to correct the injustice, that is contained in the 
authorization of Public Law 118, 83d Congress. 


STATEMENT OF AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES ON THE 
Murua Securrry AGENCY APPROPRIATION FOR FiscaL YEAR 1954, Juny 21, 
1953 


Mr. Chairman and members of the committee, the American Federation of 
yovernment Employees represents Federal Government workers in various agen- 

cies throughout the United States, its Territories and possessions. Included in 
our membership are employees of the Mutual Security Agency. 

Our purpose in making this presentation to the committee is to request the 
addition of a section in the general provisions of the Mutual Security Agency 
appropriation for fiscal year 1954 requiring MSA officials to comply with civil- 
service regulations in making any reduction in personnel necessitated by this 
appropriation act or other pertinent legislation. 

Although we are convinced the mutual security program has contributed greatly 
to the preservation of freedom and democracy throughout the world in post 
World War II years, we do not quarrel with the wisdom of Congress in reducing 
the activities of the Agency. That is a matter for the Senate and House of Repre- 
sentatives to determine after reviewing all aspects of our foreign policy program 
and the ability of our country to finance the program. 

We are much concerned, however, that any reduction in personnel resulting 
from the action of Congress be carried out in a systematic way without bias or 
favoritism and with due regard for the civil-service merit system. 
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Tn order to insure an orderly method for separating employees from the Federal 
service, Congress has enacted legislation (Public Law 359, 78th Cong., as amended) 
and the Civil Service Commission has developed regulations in keeping with the 
statute. Included in this system are two major points: 

(1) Separation of employees according to status (career, career-conditional, 
indefinite, ete.), veterans preference, length of service, and performance rating; 

(2) A right to appeal to the Civil Service Commission when the employee is 
convinced a violation of law or regulation has occurred. 

Since the basic statute noted above does not exempt the Mutual Security 
Agency from its provisions, we find no justification for permitting MSA to choose 
individuals for reduction in force outside ordinary civil-service regulations. This 
practice was authorized in the statute extending the mutual security program for 
fiscal 1953 and has been continued in Public Law 118, 83d Congress. 

In addition to the job protection provided by present civil-service rules, em- 
ployees in certain categories are entitled to consideration for placement in other 
agencies when they are separated from their own installation. These rights 
should be accorded employees of the Mutual Security Agency, particularly those 
who may have long years of service in Federal agencies prior to joining the MSA 
staff. 

Separation of employees through reduction in force is a tragic event. It 
threatens loss of livelihood for the employee involved, as well as financial and 
social hardships for his family. The least a separated worker, whether veteran 
or nonveteran, can hope for is that he will be selected for reduction in force under 
a regularly established system and that he will be accorded equal consideration 
with all other Federal employees in his group in obtaining employment in other 
Federal establishments. 

The general pattern of orderly selection where employees are involved in 
reduction in force prevails in most Federal agencies, both permanent and tem- 
porary. Our federation sees no reason why the Mutual Security Agency should 
be exempt from these well-established procedures. 

On various occasions in the past, all of us have heard reference to the difficulty 
faced by Federal agencies in recruiting qualified personnel, particularly in special- 
ized occupations. While there is no evidence to indicate the Mutual Security 
Agency would indulge in partiality in choosing employees to be separated, the 
human judgment factor and the ability to err cannot be overlooked. Certainly 
the employee who was selected for separation outside the normal civil-service 
procedure and who had no right to appeal such action could completely lose interest 
in future Federal employment. And even though a position were offered in 
another Federal activity, he would be most unlikely to accept. This would not 
be the first instance in which agencies were unable to recruit former Federal 
workers because they felt they had been unfairly treated during previous employ- 
ment with the Government. 

Mr. Chairman, the AFGE is convinced Congress desires all Federal employees 
receive equal treatment in reduction in force, regardless of the agency in which 
they are employed. We feel further that members of this committee and of the 
Congress generally were not aware of the significance of their past actions in 
approving legislation releasing the Mutual Security Agency from operation of civil 
service regulations in reduction in force. 

For these reasons, our organization sincerely requests that the committee edd 
to the general provisions of the MSA appropriation for fiscal 1954 language to 
this effect: ‘‘No part of any appropriation contained in this act shall be available 
for payment of any officer or employee in administering reductions in personnel 
required by this or any other act unless section 12, Public Law 359, 78th Congress, 
as amended, and civil-service regulations issued pursuant thereto are followed in 
accomplishing such reductions.” 

Mr. Chairman, the American Federation of Government Employees is most 
appreciative of the opportunity of bringing this important matter to the attention 
of the Senate Appropriations Committee. 


(Whereupon, at 6 p. m. Saturday, July 18, 1953, the committee 
recessed until 10 a. m. Monday, July 20, 1953.) 
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MONDAY, JULY 20, 1953 


Unrrep States SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met, pursuant to recess, at 10 a. m., in room F-39, 
the Capitol, Hon. Everett McKinley Dirksen presiding. 
Present: Senators Dirksen (presiding), Ferguson, Thye, Smith 
(Maine), Dworshak, Hayden, Ellender, McClellan, Magnuson. 


MUTUAL SECURITY AGENCY 
MurvaL DEVELOPMENT AND TECHNICAL PROGRESS 


STATEMENT OF HAROLD E. STASSEN, DIRECTOR FOR MUTUAL 
SECURITY; JOHN H. OHLY, DEPUTY TO THE DIRECTOR FOR 
PROGRAM; STANLEY ANDREWS, ADMINISTRATOR, TECHNICAL 
COOPERATION ADMINISTRATION; DR. D. A, FITZGERALD, 
DEPUTY TO THE DIRECTOR FOR OPERATIONS; AND JOHN E. 
MURPHY, COMPTROLLER 


AMERICAN REPUBLICS 


STATEMENT OF C. 0. ROWE, ACTING PRESIDENT, INSTITUTE OF 
INTER-AMERICAN AFFAIRS; RICHARD F. COOK, DIRECTOR, 
PROGRAM OFFICE, INSTITUTE OF INTER-AMERICAN AFFAIRS; 
AND EDWARD G. CALE, DIRECTOR, OFFICE OF REGIONAL 
AMERICAN AFFAIRS 


PHILIPPINES AND THAILAND 


STATEMENT OF SAMUEL P. HAYES, JR., ASSISTANT DIRECTOR 
FOR FAR EAST; AND SAMUEL T. PARELMAN, SPECIAL ASSIST- 
ANT, TO THE ASSISTANT SECRETARY OF STATE FOR FAR EAST- 
ERN AFFAIRS 


DerenpEentT Overseas TERRITORIES 


STATEMENT OF WILLIAM E. MORAN, CHIEF OF OVERSEAS TERRI- 
TORY STAFF; AND GLENN H. CRAIG, ACTING ASSISTANT DIREC- 
TOR FOR SUPPLY 


599 





600 MUTUAL SECURITY APPROPRIATIONS, 1954 


Bastc MATERIALS 


STATEMENT OF WILLIAM E. MORAN, CHIEF OF OVERSEAS TERRI- 
TORY STAFF; AND GLENN H. CRAIG, ACTING ASSISTANT 
DIRECTOR FOR SUPPLY 


Near East anp AFRICA 


STATEMENT OF HENRY H. BYROADE, ASSISTANT SECRETARY OF 
STATE FOR NEAR EASTERN, SOUTH ASIAN, AND AFRICAN 
AFFAIRS; ARTHUR Z. GARDINER, POLITICAL ECONOMIC AD- 
VISER, BUREAU OF NEAR EASTERN, SOUTH ASIAN, AND AFRICAN 
AFFAIRS; AND E. REESEMAN FRYER, ASSISTANT ADMINISTRA- 
TOR, NEAR EAST AND AFRICAN DEVELOPMENT SERVICE 


Soutrn Asia 


STATEMENT OF JOHN A. LOFTUS, COUNSELOR FOR ECONOMIC 
AFFAIRS, AMERICAN EMBASSY, NEW DELHI, INDIA; ARTHUR Z. 
GARDINER, POLITICAL ECONOMIC ADVISER, BUREAU OF NEAR 
EASTERN, SOUTH ASIAN, AND AFRICAN AFFAIRS; AND CHARLES 
WOLF, CHIEF, PROGRAM STAFF, ASIAN DEVELOPMENT SERVICE 


UNEXPENDED BALANCES 


STATEMENT OF ERNEST E. MAES, CHIEF, PROGRAM BRANCH, 
NEAR EASTERN AND AFRICAN DEVELOPMENT SERVICE; 
CHARLES WOLF, CHIEF, PROGRAM STAFF, ASIAN DEVELOPMENT 
SERVICE; AND RICHARD F. COOK, DIRECTOR, PROGRAM OFFICE, 
INSTITUTE OF INTER-AMERICAN AFFAIRS 


GENERAL STATEMENT 


Senator Dirksen. The committee will be in order. 

Mr. Outy. Mr. Chairman, in the absence of Governor Stassen, who 
will be here in a few minutes, I simply wanted to introduce today’s 
testimony by saying that we are addressing ourselves to chapter IV 
of the budget document covering programs in the underdeveloped 
areas in the field of technical assistance and economic development. 
We have arranged the schedule in the order in which you see it on the 
sheet in front of you, beginning with Latin America, in order that we 
could proceed for as long as possible in open session. 

There are certain parts of these areas, South Asia and the Near 
East for example, where we believe we can proceed more expeditiously, 
at least in part, if we can be in executive session. 

We tried to arrange all the open session testimony together. That 
will mean jumping around a little in the book, but I still think it is 
worth doing. 

Senator Dirksen. The figures on page 39 of the budget breakdown 
I assume are unclassified figures, and therefore available for the 
printed record? 
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Mr. Outy. They certainly are. I believe everything from pages 
1-39 to 1-53 can be placed in the printed record. ‘There may be one 
or two itiatin that need to be deleted, but if so, they are marked on 
the pages themselves. 


BUDGET BREAKDOWN 


Senator Dirksen. First of all, we will include in the record page 
39 of the budget breakdown, styled Chapter IV, Mutual Development 
and Technical Progress, Comparative Summary of Obligations by 
Activities, which of course means this is your point 4 program. 

(The information referred to follows:) 


CHapteR 1V.—Mutual development and technical progress, comparative summary 
of obligations by meeRy 


i. Actual, Estimate, Estimate, 
Activity fiseal year fiscal year fiscal year 
1952 1953 1954 


A. Technical progress and development: | | 
(a) Near East and Africa... Mi aseath -------| $37,775,544 | $51, 142, 166 $43, 792, 500 
(b) Asia and the Pacific... .._- he 124, 874, 632 94, 087, 699 72, 100, 000 
(c) American Republics. ...............- -+---+--| 17,788, 340 21, 595, 465 24, 342, 000 
Total direct obligations, technical enone and 
development programs. oe 180, 438,516 | 166, 825, 330 140, 234, 500 
Deduct carryover from 1953 Sol a | ihiee —1, 871, 000 
Deoblization of 1951, 1952, and 1953 pengians for | 
Burma in fiscal year 1954... - saete | ee —10, 000, 000 


Appropriation request for A.............-. cantons ‘ | 128, , 363, 500 

B. Basic materials development: r 
OGG aes GEE... ~ednccnccesecowenctbecacces 79, 183, 472 33, 096, 806 
Deduct carryover from 1953. - bid bibden ass J 





Appropriation request for B 
©. Special economic assistance in Near East and Africa: ey 
(a) Arab States, Israel, and Iran 64, 764, 087 70, 228, 000 , 000, 
(5) Palestine refugee procram ‘ - m 000, 000 16, 000, 000 44, 063, 250 
(c) Dependent overseas territories in ‘Africa. tau] << 24, 000, 000 








Total direct obligations... ......- c— sion ae 764, O87 86, 228, 000 208, 063, a 
Deduct carryover from 1953... - oa 3 } —44, 063, 2 


Appropriation request for C 164, 000, 006 





“s 
| 
| 


D. Special economic assistance for India and Pakistan: 
Total direct obligations , 7 
Deduct carryover from 1953... 





94, 400, 000 


Appropriation request for D_. ebentakasousin | 94, 400, 000 


Recapitulation—chapter IV: | | 
Total direct obligations toe . “ ---| 374, 386, 075 | 286,150,136 | 482, 697, 7! 
Deduct carryover from 1953 aueateeans : — 45, 934, 250 
Deobligation of 1951, 1952, and 1953 pngeen? Burma in in | F 9 
| | 


fiscal year 1954 — 10, 000, 000 


Total appropriation request for mutual development | | 
and technical progress - - - - y pit tek ae 426, 763, 500 


POINT 4 PROGRAM 


Mr. Onty. It includes four segments, sir. First the regular point 
4 program, which we have very carefully restricted to what we believe 
is the concept which Congress has of the point 4 program. Separated 
out from that program, and placed in a special category, are the pro- 
grams denominated special economic assistance. These other types 
of economic assistance which supplement and complement the point 
4 we tried to segregate so you could look at them separately. 
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Senator Dirksen. In the public mind they are all regarded as 
point 4, I would think. 

Mr. Outy. They may be, sir. But as you recall, in the past Con- 
gress has felt that we should make a clear distinction between the 
technical cooperation program and those things which represented 
the actual provision of what you might call capital for economic 
development purposes. 

You will find that items C and D, special economic assistance in the 
Near East and Africa, and special economic assistance for India and 
Pakistan, are types of aid which go far beyond what I believe is popu- 
larly known as the point 4 concept. 

Senator Dirksen. Let us break it down a little bit. Under your 
first activity, technical progress and development, after making 
appropriate deductions here for carryover and deobligation, your 
estimate for fiscal year 1954 is $128,363,500, is that correct? 

Mr. Ounty. That is correct. 

Senator Dirksen. Now, in category B, basic materials develop- 
ment, after appropriate deductions you have $40 million. Then C, 
special economic assistance in the Near East and Africa, total direct 
obligations after appropriate deductions, $164 million. Then category 
D, special economic assistance for India and Pakistan, which when 
revised would be the net for direct. obligations, $94,400,000. So that 
you corrected request, after making allowance for deductions and 
deobligations for mutual development and technical progress would be 
$426,763,500. That is correct, is it not? 

Mr. Outy. I should make one correction, Mr Chairman. These 
estimates were prepared before the conference report; and from the 
amount of $40 million shown for basic materials development, $7.5 
million should be deducted to reflect the reduction made in the 
authorizing legislation. 

Senator Ditcher, All of the point 4 money is in this chapter 4 
setup, is that correct, plus the other special assistance? 

Mr. Outy. Yes. 

Senator Dirksen. So that. is that whole program in a chunk? 

Mr. Onty. Yes. 


HOUSE REPORT ON TECHNICAL ASSISTANCE 


Senator Dirksen. I think, Mr. Ohly, since your allocations are 
here and the sheet would show them, I think the first thing I would 
like to ask you something about is personnel. I notice in the House 
report they have this to sav about technical assistance: 

Personnel statistics furnished the committee show that only about 1,700 of the 
2,630 field positions authorized for 1953 were actually filled as of May 31, leaving 
nearly 1,000 vacant positions under projected plans for 1953. Despite this situa- 
tion, the request for 1954 provided for copcenineey 2,900 persons in 1954, an 
expansion of over 70 percent as compared with May 31 employment. 

I wonder if vou can first of all tell us how many you have on the 


rolls at the present time, how they are divided as between Washing- 
ton and the field, and then what your projected buildup is for fiscal 
1954? 

Mr. Axprews. There are approximatelv 1,800 program technicians 
and country director's staff now in the field. 

Senator Dirksen. As of now? 
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Mr. Anprews. As of now, yes, sir. It may be a little less than that 
since there are people in process now going to their posts, and there are 
some people coming back, but it runs close to that. I think that in- 
cludes the so-called contract employees which are people who are as- 
signed by engineering and other companies and universities with whom 
we have contracts. There are approximately 1,000, I think, or 1,093, 
here in Washington. This includes our staff here in TCA proper as 
well as the various people whom we pay for in other agencies of the 
Government. 

If you want the exact figure on board as of June 30, 1953, it has just 
been handed to me and this varies from day to day, 3,043 people were 
on board here and abroad including administrative, program, and 
contract technicians. 

Senator Dirksen. At the present time. 

Mr. Anprews. At the present time. 

Senator Dirksen. That sheet you have there, I suppose, shows the 
breakdown as between Washington and the field? 

Mr. AnpreEws. Yes, sir. 

Senator Dirksen. And then it shows that broken down further as 
to countries? 

Mr. Anprews. That is right. 

Senator Dirksen. Unless that is classified, why not submit that 
for the record. 

Mr. AnpREws, Yes, sir. 

(The information referred to follows:) 
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Analysis of personnel authorizations, 1953 employment as of June 30, 1953, and 1954 
budget request, departmental personnel 

















Authorized etn Budget 
1953 June 30, 1953 , Tequest, 1954 
I a Rain note een weit mesa a acta a icin alt Ae 516 49 1 306 
Administrative support, Department ONAN ne nk des 5k 216 23¢ 55 
Participating technical agencies... ....................-.---.-- 419 3K: 3443 
MRS ccccctcena tide ogininade uci aMtdidiinlodeiatiamonii 1, 151 1, 092 804 





! In addition, certain positions have been included in the combined overall ‘‘Common service” budget of 
DMS, MSA, and TCA. 

2 Of these, approximately 243 positions will be financed from the program funds of TCA in 1954, These 
positions relate to the training of foreign nationals and technical backstopping of field technicians, 


PERSONNEL INCREASE IN IRAN OFFICE 


Senator DworsHax. Mr. Andrews, I understand since February 1 
about 50 persons have been added to your rolls in Iran; is that correct? 

Mr. Anprews. I would not know exactly. I can get the personnel 
people to give the figures on that. There have been people added. 
That is a rather large program out there. There have been 42 persons 
added to the Iranian program since January 31, 1953, to June 30, 
1953. 

Senator Dworsnak. I would like to know why you have added so 
many in the last few months. What are they doing over there? 

Mr. Anprews. They are carrying on probably one of the most 
extensive technical-assistance programs anywhere in the world— 
outside of possibly India. They are extension people; they are irri- 
gation people; education people; and a whole host of that type; some 
industrial people; a very large group of health people; and people i in 
minerals development and natural resources. 

Senator DworsHak. What kind of minerals? 

Mr. Anprews. Primarily, to determine what the country has got 
in the way of minerals. There is some iron over there and there is a 
search for coal. That is not an operating thing; that is merely people 
who are going out and trying to find minerals. 

Senator DworsHak. What is the total cost for 1 year in Iran? 

Mr. AnprEws. The total program in Iran is about $25 million. 

Senator DworsHak. Are they eager to cooperate over there, or 
are they hostile like in many other places where we attempt to meddle 
with their internal affairs? 

Mr. Anprews. I would not say they are hostile to us anywhere in 
the world. 

Senator Dworsnak. You have not been any place, then. 

Mr. Anprews. The technical-assistance program is one program 
which the people of Iran want to keep, and which Mossadegh wants 
and must keep. 

Senator DworsHak. Was not that the place where some Americans 
were stoned in the street? 

Mr. ANpDrREws. Yes, sir. 


HOSTILE DEMONSTRATION 


Senator Dworsuak. Is that hostility or a demonstration of affection? 

Mr. Anprews. That was a demonstration, sir, staged by the Com- 
munist Party and it was purely a Communist demonstration against 
the American people. 








| 
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Senator Dworsnax. Are those Communists Iranians or just tem- 
porary visitors? 

Mr. Anprews. They are Iranians. 

Senator Dworsnak. They live in the country and belong there? 

Mr. ANpDREws. Yes, sir. To me that is a measure of the effective- 
ness of that program. As the program gets hold of the masses of the 
people, the shrieks of the Communists grow stronger and stronger. 

Senator DworsHak. The Iranians themselves are very helpful and 
responsive? 

Mr. ANpREws. The masses of the people are; yes, sir. 

Senator Dirksen. Now, Mr. Andrews, if the chairman indicates 
unseemly haste, it is only because he is working against the clock. 
I want to apoligize at the outset if I do seem a little arbitrary at 
times. Under “Technical progress and development,” let us take 
the American Republics, and fill us in for a moment here in your own 
way briefly to indicate how many people are working down there, 
generally what republics, and the type of work you are carrying on. 

Mr. Anprews. The American Republic work, sir, is one of the 
oldest programs of the United States in international cooperation 
along this line. It is operating down there now in the 11th year. 

The same type of work that is now going on in other parts of the 
world, as a matter of fact the present TCA program is pretty much 
of an extension of this program. Obligations totaled $17,788,340 in 
1952. This past year the figure was $21,595,465. We are asking 
for $24,342,000 for fiscal 1954. 


PERSONNEL FOR LATIN AMERICA 


Senator Dirksen. The sheet shows that as of 1953 you had 787 
persons for Latin America. 

Mr. Anprews. That is about correct. I can give you the exact 
figure on that. There were 663 United States technicians in the 19 
countries of Latin America on June 30, 1953. In addition there were 
237 personnel actions in the pipeline on that date. It involves 
principally work in agriculture, work in public health, work in educa- 
tion, and in the last 2 years a considerable expansion into industrial 
and natural resources development in terms of supply and technicians, 
to follow through on that type of work. 

I would like to mention one other thing, the importance of this 
Latin American area which has the largest private investment of the 
United States anywhere in any area of the world. The trade between 
the Latin American countries and the United States has grown b 
leaps and bounds in the last 10 years. It represents one-third of a 
of our export trade throughout the world. The only point I want to 
make about this program is that this development which we have 
shared in with our technicians and help, I think is a direct case where 
it shows this type of thing pays off when you go down the road 
together on it. 

Senator Dirksen. I presume you have assembled data showing 
the number of technicians in each country? 

Mr. Anprews. Yes, sir; I have it. 

Senator Dirksen. I wonder if you could not break it down by 
countries for the record. You do not have to bother at the present 
time. Then in connection with that, I think there ought to be 


36234—53—39 





608 MUTUAL SECURITY APPROPRIATIONS, 1954 


sufficient statement in the record to show the nature of the work 
being carried on in each country in the field of sanitation, health, 
forestry. If it is not too voluminous that can be inserted. 

Mr. AnprReEws. I have a sheet for each country of exactly what we 
spend and the number of people last year. 

Senator Dirksen. That will be submitted for the record at this 

oint. 

F (The information referred to follows:) 


SUMMARY 


Latin America (includ‘ng DOT’s and regional) 


{In thousands of dollars] 


Actual, Estimated, 
fiscal year fiscal year 
1952 1953 





United States program costs (obligations): 
Ut Wek... £5 con catdbadh - secusededeenne-naedat 5, 314.9 
For trainees__ : ‘ aa 2, 473. 5 
For local costs. - . oe 4, 005. 9 
For supplies and equipment ...............-. ; 5, 994.0 


Total 17, 788. 3 . 
Estimated Latin American contribution __- Siena 31, 970.3 38, 392. 3 


Num ber of jocal personnel. - = 7 ‘ “I, 744 10, 436 . 
Number of United States technicians........_...-----._- 549 701 
Number of training awards. ebbedn aula 774 569 





1 Includes domestic program costs; does not include program direction costs. 
2 Servicio grants. 


Principal activity fields 


{In thousands of dollars} 


Fiscal year Fiscal year 
: 1954 


Agriculture and natural resources _. 
General projects 

Education __._. 

Health and sanitation - 

All other 


n~ 
= 
a 


See & 
aoe ‘ 
See 

Oe as 

Coons 


s 


Total !..... ~aaeewdnton 
Domestic program costs. 


il icntinepishid@ababevccnwen ktm wha tnesiaaiaa area’ euisiee 21, 595. 5 24, 342.0 
1 Does not include either program direction or domestic program costs. 


Total cumulative utilization of TCA funds ' (fiscal year 1952 and fiscal year 1953) 
{In thousands of dollars] 


As of June As of June 


Authorizations ? 
Obligations_. 
Subobligations 
Expenditures 


Unexpended balance 


1 Includes 9 direction costs now shown under the administrative budget. 
@ 


2 Does not in domestic program costs, 





idle Satan 


ieee ad 


rte oe 
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Total cumulative utilization TCA funds! (fiscal year 1952 and fiscal year 1953)— 
Continued 


[In thousands of dollars] 





June 30, 1952 | June 30, 1953 








Fiscal year 1952 and fiscal year 1953 TCA fund utilization: 


«nn incthbne thi ddmihwenibabinebekentandae: iemaniasiinatine $17, 875 $40, 126 
PL sha ecs acacosihendeaebpeweounnges hid avwbiid wangannaaian 17, 875 40, 126 
in tincroncanaprsiawvesessae wistitiobaiabire digiigbamtendwnatte bbe 9, 347 30, 133. 
NOD. |. cncnnedewenwenerdenserers sinienitnaawesameni 8, 528 9, 993 
Unexpended 1951 balance... ... Dikeapaibosdvqeetdherepincoilen i iertalaal iadeieare ; 347 300 
cia eles enn ee ae ; | 8, 875 10, 293 





Explanation of unliquidated balance, estimated as of June 30, 1953 


Thousands 

Gi ai ncdtntgnrenuincammnantenas amines Miia tee $4, 303 
I Be oo i dn dee cena dds de amateriwnnsaaae 973 
Ca i Pe ae ck ivdwacsicectendcdsamutimacctaws 5, 017 
SE ie Re eRe ee ee ee ee ee eer meron 10, 293 


Remarks.—General reasons for unexpended balances (details shown on each 
country statement). 

Grants.— Relatively substantial grants to servicios and joint funds remain 
unexpended because most of the fiscal years of the Latin American countries are 
the same as the calendar year and consequently payments, both United States 
and host government, to servicio and joint funds, are often made 6 months or 
more after the end of the United States fiscal year, in accordance with payment 
schedules set forth in program agreements. 

Training.—Since letters of award are primarily issued to trainees coming to 
the United States during the next fiscal year, a sizable portion of the training 
expenditures will not be made until the following fiscal year. 

TOA.—Transportation of techniques, goods, and effects account for some of 
the unexpended balance. Freight and passenger bills are usually not received 
until 6 months after the charge is incurred. Obligations incurred for program 
supplies and equipment are not liquidated until delivery is made and bills are 
received. Obligations for contracts are liquidated on a gradual basis. 


Bourvia 
General agreement signed, Mar. 14, 1951 
g gned, ) 


(Thousands of dollars} 














Actual, Estimated, Proposed, 
United States program costs (obligations) fiscal year fiscal year 
53 1954 

SO a tes S9, SS. o S e oe wa vo ae 470.8 579.4 
DING oo Cocatessodsacadedendataes 127.5 151. 2 
I i satin dint ghdale en rm 165.7 269. 5 
nd SS eas 1 668. 0 525.0 
i nitaathehinipatet'atensbetsid tiuen tgtunonineiantadeaiesiie 1, 432. 0 1, 525.2 
Estimated Bolivian contribution.......... ~diabidenes saetnee 1, 532.0 2,113.7 
SE See 
Number of local personnel #______- diciiaa lida tele sais inant dias 289 770 
Number of United States technicia’ o 45 56 
Number of training awards. ................-............--..- 31 31 





! Grants to Servicios. 
2 Calendar-year extension of grants. 
4 On United States and Servicio payrolls. 
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Principal activity fields 
(In thousands of dollars] 








Agriculture and natural resources... ........ sec ee lk cece de ete keene 7.8 $602. 0 
EE Tl ans inthe cieeniceiaciinal nediiaiinn bpdsadeddiiedeaele wbaaie ~ sewufisewdierlldboos 
icncth Debiblbncocccicudaccdéundducdcssus on 353. 1 354.0 
Health and sanitation _ .__- - i 400.6 367.3 
BT can ocd canon ei ecbtnbidibinnnadta O48 153. 2 
Domestic program costs. .......... 41.8 48.6 

NN Sateen ce sit cabana phi deen seekeaeied 1, 528.1 1, 525.1 








Total cumulative utilization of TCA funds, fiscal year 1952 and fiscal year 1953 


[In thousands of dollars] ! 








As of As of 
June 30, 1952 | June 30, 1953 
ST 5 ann chckhstdbbosiescaeddasoaeness audrbadesaadure vale aipeaneh ik $1, 421 $2, 977 
GIES, sitednemeccniingtetsy ceneces od sedack pes premamenpnin cogun~ gatieenanl 1, 421 2,977 
INS.  tnccnmnpescancedemenesesenupensesocuatobpheubteninsgesbeseasternumiepamenaeme asain: 
icine rtcuktbaricncbinapepaeiidsivadsedesthhesutgnapabingnaes «i 615 2,011 
eed Be... dccornnich cuidmtinconssnapebtereite tethdu til tnah | 806 966 


! Includes program direction costs now shown under the administrative budget. 


TYPICAL ACTIVITY 


Agricultural extension and research, $502,000 for fiscal year 1954 


Improvement and expansion of the National Agricultural Extension Service 
and improvement of the country’s agricultural research program; continued 
experimentation to solve major problems, such ss introduction of improved 
varieties of plants and breeds of animals, better methods of cultivation, develop- 
ing new varieties, —_ and animal breeding, green manure and fertilizers, insect 
and disease control. 

Regional Departmental extension offices have been established at La Paz, 
Cochabamba, Santa-Cruz, and Sucre. Experiments with fertilizers have doubled 
the yield of many crops; phosphate treatment of pastures has increased the 
weight of cattle and milk production; introduction of purebred strains of cattle 
has demonstrated possibilities for increased production. 


Explanation of unerpended balance, estimated as of June 30, 1953 


Unliquidated obligations: Thousands 
i. Siite ci oll ons fom daeban sera kndaumeres = eae CSS $657 

nn Sn I en nn ecierenigiennnnie 90 
Rs recede dt chalice he bck cele wae rss Blanes o Ale iio owe aoe a 219 
TE 6h ck A 4c 2 ep eae meingheamweiete 966 


Remarks.—Fiscal year extension of grants authorized for $167,500, additional 
training authorized $64,200. Until grant funds are obligated few expenditures 
ean be made for ‘“‘other.”’ 





ie By 


ke 
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Brazin 
General agreement signed Dec. 19, 1950 
{In thousands of dollars} 


Estimated, Proposed, 


Actual, fiscal 
one fiscal year fiscal year 
year 1962 1963 1964 








United States program costs (obligations) : 























OE SID anni ins cde sina dion boxe odabckomen dighln tel $634. 9 $1, 197.7 $1, 380. 7 
WOE WE ccnccccnccccccss emaseuae nase civansiieahieenaiel 501.6 720.1 614.5 
I a eS Te on oe ne 894.1 791.4 616.5 
For supplies and equipment................-.....-......- 1615.0 995. 0 21, 160.0 
a ee 2, 645.6 3, 704. 2 3,771.7 
Estimated Brazilian contribution... .......................... 11, 350.0 13, 620.0 15, 663.0 
————— ee ——-——_ 
SOey Seen OIE Sonn wo coemasaeteinscocenses 1, 969 2, 288 2, 300 
Number of United States technicians--.................-.-... 82 103 120 
SE I, Bonet incnennovimennenetonsbeka 171 168 146 
1 Servicio grants. 
2 Proposed increase of joint funds grant ($380,000). 
5 United States and Servicio payrolls. 
Principal activity fields 
[In thousands of dollars] 
Fiscal year | Fiscal year 
1953 1954 
DRONES SRE TITE TUTOR. ....... ov pecedocasecnaccctessseccocsccecses $972.2 $1, 083. 1 
General projects _.._. sad dtl eins citvtnhinntiaiddudai bh saesincset ape 483.2 147.3 
Education PCR CREEEEESSSEEER cede cecdksewencnscouesecone ‘ 460.7 613.6 
ond od allah cancvehoesnereneenvannnesocochanasodann 806. 9 904.9 
All other aie aheendil giingh on ocnains carthinhaneditmaicinds nian 822.3 855.1 
ORNs an herrea edhe eRe avec cccce idhibdutcaviwatnboktl ie 158. 9 167.7 
Wd Ilapkeadennshdbh>sniececwuipeminaipciniiatiiin nenadiadidialints 3, 704.2 3,771.7 





Total cumulative utilization of TCA funds ' (fiscal years 1952 and 1958) 


[In thousands of dollars} 





As of June As of June 














30, 1952 30, 1953 
RII in inte scccunisciscccinacsdddtiasctisticehnlssnneconte $2, 605 $6, 338 
Obl I a tik Aa itn a ciliate telat Tin atin ictal 2, 605 6, 338 
RE SN TI ET FEARED, | INE aie ecaeepelaianans 
inn dc kb ed csenndunbncsdaeccsctnasedbsteduntvbesssanqeneasodnaue 985 4, 198 
III. 2... casanccccunthinavibaotnecthehendbeusbabdouinta 1, 620 2,140 





1 Includes program direction costs now shown under the administrative budget. 
TYPICAL ACTIVITY 


Joint commission, $147, 300 for fiscal year 1954, health and sanitation, $800,900 
for fiscal year 1954 

United States-Brazil Joint Commission, established in 1950, has been assisting 
Brazil in a long-range economic planning program of high priority; roads, water 
transport, electric power, agriculture, and food production. It is anticipated that 
the Commission will be terminated June 30, 1953, but the work is to be carried on 
by the new Brazilian Economic Development Bank with the assistance of a few 
United States technicians, primarily transportation and power. A countrywide 
health and sanitation program for improvement of health facilities, reduction of 
environmental health hazards. The Cooperative Health Servicio, during the 





612 MUTUAL SECURITY APPROPRIATIONS, 1954 


past 11 years has constructed 7 hospitals, 18 health centers and a large nursing 
school. The death rates in these areas of operation has been substantially reduced. 
Fourteen demonstration water supply and four sewerage systems have been 
constructed with most of the cost paid by the local communities. 


Explanation of unerpended balance estimated as of June 30, 1958 


Unliquidated obligations: Thousands 
a a a en STE ae eh ee 1, 590 
Zee Unseen Mietes................ccisseei eee eee 150 


Other, transportation of goods and effects, and other accounts payable 
for which bills not received 


ee cn datimeinnn aire kiee aia lep was 2, 140 


Remarks.—Grants recently authorized $105,000 for agriculture and $135000 for 
industry; education $115,000 contracts, public administration $60,000 private 
investment $35,000; additional training $125,000. 


CHILE 


General agreement signed Jan. 16, 1951 


[In thousands of dollars] 











Actual, Estimated, Proposed, 
fiscal year fiscal year fiscal year 
1952 1953 1954 
United States program costs eetpetton}: 

I a ia ll $168. 4 $329. 6 1 $437.7 
eae gt aster ett nesecusecusconaetnaeen ; 150. 6 180.7 201.7 
For local costs. saesosicall gieittaeedivindiniaiasitidapisinsaeeuicnanaiaainglitn capil 125.3 290.0 218.3 
For supplies and. equipment Pissctsncipnsenisdinaasletadiairtabcil guaidionians $625.0 513.0 4920.0 
i deliis ihiiseaeninmeninne ee geiaainitebanmaided 1, 069. 3 1, 313.3 1,777.7 
Estimated Chilean contribution..........-.------------------ 2, 346.0 2,815.3 3, 276.6 
Number of local personnel §__._................----------- eal ae 218 500 
Number of United States technicians.....-....-.---.--------- 18 29 35 
Number of training awards............-. jdmeheoaabinbbihas aaa 36 35 40 





1 Six additional technicians. 

2 Servicio grants. 

* Calendar year extension of grants. 

4 Increased grants, $407,000 including 1 new industrial servicio. 
* United States and Servicio payrolls. 


Principal activity fields 


{In thousands of dollars} 





Fiscal year | Fiscal year 








1953 1954 

Agriculture and natural resources $530. 4 $624.9 
Bamesel Cees onc ccescsaseecsss cotiesscsescscconwtec sch Sebawesasedhccsesunsagee 
Education ninen ctimeiicatalicdtieliaeiniad dtntalmetiiitaiilinis 20.8 214.8 
Health and sanitation ; 465.9 494.5 
a a a ar 258. 8 395. 7 
Domestic program costs 37.4 47.8 

TE... cctscidiimenidncbanavcditaaindncabividnckienindianeiar~timee ctetvede 1, 313.3 1,777.7 











+ aS eee 


+ iho 
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Total cumulative utilization of TCA funds! (Fiscal year 1952 and fiscal year 1953) 














{In thousands of dollars) 
As of June As of June 
30, 1952 30, 1953 
NE, so Soc cw ccccdncbstticbiddcds sudddasidssdsodciccucedengeebiis $1, 100 $2, 454 
I en 5 oil ces ce etceustsdt cic dsccatunbeddasumsaceliied oon Fok ee 
Subobligations sds Se sSNA Ebcehcevsccsbbonseseahe 
Bupendnares...........-...4-.- Sctebaielaadseuas edcocdebicseaie 317 1, 641 


EE ID tain dcnmunicnbintipennnmnbhieanttipaasdneeudibed 783 813 





1 Includes program direction costs now shown under the administrative budget. 
TYPICAL ACTIVITY 


Agricultural crop and livestock improvement, soil and water conservation, $521,400 for 
fiscal year 1954 nd 
Cooperative campaign to increase wheat production; expand acreage; improve 
varieties and diversify crops; improve dairy stock and increase milk production; 
demonstrate animal sanitation and artificial insemination; control animal and 
plant insects and diseases; demonstrate methods and techniques of scil conserva- 
tion, water application and drainage. A survey has been made of wheat acreage 
in the Cautin Province and the distribution of improved varieties of wheat, forage 
grass seed and fertilizers was facilitated, and a program to encourage planting 
pasture crops in wheat-growing areas as a soil conservation measure has been 
started. Plans for a joint project in the O’Higgins Province include agricultural 
extension, home demonstration and farm youth clubs. 


Explanation of unexpended balance estimated as of June 30, 1958 


Unliquidated obligations: [Thousands 
Ce i ek ate $450 

ST I tates a crt aeenaenie Gankariaen 200 
BN RE is pid eee a ee Uni & aed k eae ai otal alee planet hen 163 

ST PUIIIE nui ndiachctenimcenaiitinn diaeth enter mate’ ech eenateae ba mdatindea ee 813 


Remarks.—Authorizations during June: $100,000 health and sanitation grant; 
$100,000 agricultural grant; $77,500 training in United States. 


CoLoMBIA 


General agreement signed Mar. 9, 1951 


{In thousands of dollars) 





Actual, fiscal Estimated, Proposed, 

















: fiscal year fiscal year 
year 1952 195: 1954 
United States program costs (obligations): 
nS «noc tad gis ceesbedndudakhsankwanetnel ‘ $216. 2 $334.0 1 $487.3 
For trainees . 148.0 2.8 2 368.3 
For local costs. - . PRS «scat dunes casabdbaddvdoewuedben 170.6 362.5 1517.5 
For supplies and equipment *_............-.-....-.- aawon 187.0 225.0 4 415.0 
in. senkh Uhisininatebennemkederedeainenaewtbuldedthnn 721.8 1, 004. 3 1, 788. 1 
Estimated Colombian contribution ............. penis qidetigi e 2, 596. 5 3,115.8 3, 583. 2 
EE ND RN dic cncaccsndddwewnsncsadaeesdbese a. 623° es 797 2 it 600 
Number of United States technicians. ....................-.. 16 39 50 
ae 50 19 74 


111 additional technicians; increased local costs; 1 new program. 
? 55 additional trainee awards. 

3 Servicio grants. 

4 Increased Servicio grants ($240,000). 

+ United States and Servicio payrolls. 
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Principal activity fields 


{In thousands of dollars] 


| | 
| Fiscal year | 








Fiscal year 
Agriculture and natural resources.___-_- a . ; a a $584. 1 $832. 5 
General projects_............- 5 odin eeaaiinniad nih eebwdiwie ual eae |- «6nd 
I ie Ea can kechenes wanneeh bie tek errmeritiemuaaeamed 21.3 
Health and sanitation. 305. 1 455. 2 
All other. __. i ; vaduioed 81.5 398.3 
Domestic program aes racer tae 33.6 80.8 
So, titted ataptipbences ceeae 1, 004.3 1, 788. 1 











Total cumulative utilization of TCA funds (fiscal year 1952 and fiscal year 1958) ! 
{Thousands of era, 





As of June As of June 





30, 1952 30, 1953 
Authorizations. __.---- ; Tertnecrtcaeeeon detent : a Re te om $738 $1, 791 
UNI Bios Ssh La hc Seat SEO 738 1, 791 
Bubobligations.._.......- Chie ehh seth de cimaeeiddy Shidltn 42d oininsthiike é Pate o Wied tlen tibial ~ 
eS eee asinine RE a 397 1,310 
Unexpended Dakanos. . . ..- 02.2222 Jo cece ee ee ose sec cce cee on cowess 341 481 


1 Includes program direction costs now shown under the administrative budget. 


TYPICAL ACTIVITY 


Agricultural extension and rubber development, $569,300, for fiscal year 1954 

Modernization and expansion of the Ministry of Agriculture’s extension system 
and the agricultural educational system; improvement of soil fertility, plant 
breeding, and other measures to increase coffee production; exploration of new 
varieties of rubber trees and assistance in the operation of a pilot type rubber 
plantation; assistance in food processing, especially citrus fruits; and surveys of 
areas where agricultural production may be improved through irrigation, drainage, 
and flood control. 


Explanation of unexpended balance, estimated as of June 30, 1953 





ta obligations: Thousands 
irk arte bc dks tae Reh eee ee Bits wis BENS RE $192 
pe gS pipiens Sy A ee aoe ae 41 
GUN acts tec cedese ins tended eacadbe hc 6 cic csi cee ceacaceescs 248 
St a i a en eto as pith cps de Ae cae 481 


Remarks.—Grant agriculture $100,000 just negotiated. Additional contracts: 
Authorized health, $41,000; private investraent, $30,000 
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Costa Rica 


General agreement signed Jan. 11, 1951 
(In thousands of dollars] 


Actual, fiscal Estimated, Proposed, 


fiscal year fiscal year 
year 1962 1983 1954 











United States program costs (obligations): 










NE Test ddeadé cutmninoinnenshaovurdatinometebin $317.8 $437.0 1 $521.3 
SO i dinnellodiiaiecaaenetiiaaininatacimete ati ilinameiamia 91. 6 58.3 1116.3 
oe tk A i RR RS 216.0 156.8 1170.8 
For supplies and equipment #_______............-....-.--- 4 666.0 225.0 $325.0 
erent ie tain atic iiaain alee ae 1, 291.4 877.1 1, 133.4 
———— ll ELE SSS eee 

Estimated Costa Rican contribution -_...............-.--- $885.0 $1, 062.0 $1, 221.3 
Number of local personnel ®.___..............-.-.-----.--- 434 553 600 
Number of United States technicians_ _- 31 33 41 
Number of training awards... ....................-..-.... 42 15 29 


! 8 additional technicians; higher local costs. 

2 14 additional training awards. 

3 Servicio grants. 

4 Includes a special project (workhorse breeding and machinery pool). 
5 Increased grants ($100,000), 

¢ United States and Servicio payrolls. 


Principal activity fields 


{In thousands of dollars] 


Fiscal year | Fiscal year 
1954 











1953 
Re Giles THRE NONOIIINEN Go San le othe onic occ s canancscnesccsnesdncctn $525.7 $557.9 
Ge... 55 susie nhl pede auid deka nenndieddineaetedlinatiacwendeniiniemesiaaunanet 
EE cliliconketsctehididbrndwktnwebhbs1ehb ee cuhenssxheinedonsnhithnithesescdhteatnbaemeenei 
201.4 319.8 
122.3 213.2 
27.7 42.5 
Wlicaddancekidachnlenshnanedeaedsssaiie npn dehatiniianamataamlnsimaancamaa 877.1 1, 133.4 





Total cumulative utilization of TCA funds,' fiscal year 1952 and fiscal year 1953 


{In thousands of dollars] 





As of June As of June 











30, 1952 30, 1953 
Se. cuba deni abétahcaktuntiionsnnnd vinta 6oreaiindeedl senate $1, 299 $2, 223 
0 1, 299 , 
So c.cncdnsnpanngd cecsccntdbbttly gdh bsesbh deeeliee bcccecesdidncsenatacpaneiccceseshumane 
I nk, Jietoncnttetabuenienizetameineoincces hetrineernh dee iad wawiunsetiil 2, O74 
Unexpended balance. -._.........-- ce eaaltiaiaineati iain tet De cael ies 356 149 


: Ineludes program direction costs now shown under the administrative budget. 
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TYPICAL ACTIVITY 


Agricultural research, extension and soil conservation—$525,900 for fiscal year 1954 

Research to increase production of coffee, rice, citrus, and other tropical crops 
and study of techniques for increasing rubber production; extension programs 
for imparting basic agricultural knowledge and techniques to farmers and youth; 
technical services to farmers in soil conservation and irrigation and establishment 
and operation of a heavy machinery pool to open new lands and assist in cul- 
tivation. 

Production of food crops has been markedly increased through operation of 
30 extension agencies. Rice, corn, beans, tomatoes, and beef, formerly imported, 
are now exported. Irrigation systems have been installed for 10,000 acres of 
farmland and erosion-control measures for 20,000 acres and 2 heavy machinery 
pools, operating on a reimbursable basis, have been established. 


Explanation of unexpended balance estimated as of June 30, 1953 





Unliquidated obligations: Thousands 
Grants... . nadsétasnccwewew cee oh tL a $2 
Training in U Ma s.......... eee 25 
eos e nee eo. nantes De ee ae 122 

a i a talc a bepsiaces palma ligsa aad wiv wade ord ow ache 149 


Remarks.— Additional training authorized, $20,000. 
CuBA 
General agreement signed June 20, 1951 


{In thousands of dollars] 


Actual, fiscal} Estimated, | Proposed, 














a 4 fiscal year fiscal year 
year 1952 1953 1954 
United States program costs (obligat mm: 
nr SIN Gi cbdencéphGindtnieminncenwd Judetean $51.8 $131.7 $188. 6 
Ok TS Sisisetnstebopitasiataretuudise 58.4 18.5 1 36.0 
For local costs icaianeeiainedibndan netivendeatih 43.3 3107.0 32.9 
For supplies and equipment. whartnqradaiaeretremnbaliouiawuneeininedan 2066 seus.cveeul seccseusdsnccdntelthadeauses 
idihthddhdiimisiehendadniniEibnieam etme needs ‘ 153. 5 257. 257.5 
Estimated Cuban contribution. .............- scllaved P . $60. 0 “Ps $100.0 $115. 0 
oe ee anita 3 10 
Number of United States technicians. -.................---. 6 ll 17 
Number of training awards. _.. nqueiienimendeeiinaaa 24 9 y 


! Provides for 6 additional technicians. 


2 Local costs higher in 1953 than 1954 owing to setting up facilities for program operations. 
* United States and servicio payrolls. 


Principal activity fields 


[In thousands of dollars] 


Fiscal year | Fiscal year 
1953 1954 





Agriculture and natural resources..............-.- 
SE I nnatndedcundeetbeneuarue 
Education Ciiamtinnnliananeten = 

Health and sanitation 

CE SE a ee 
Domestic program costs - 





NEE iii cin tkebiaitaiaidecaenniiinnne teams tsa ae biemibink ties 
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Total cumulative utilization of TCA funds ' (fiscal year 1952 and fiscal year 1953) 


[In thousands of dollars} 


hile ini eat 





j nadie 

As of June As of June 

’ 30, 1952 30, 1953 
inh strc gligninannenedeinbakoounvesindbt: betimmenexendnn $161 $427 
Obligations........... ba bistctccceosdee 161 427 
OL. conn teeeibs: b6abdderedebevs cenesebese vessecbeesoesescuceutipesseoenbe se saureeeeoueeate 
po ee ee SdELddeseudewcessceetecdesecesaudoccevecncens 68 349 

TOO COREMOD... Socnctcrcccneccccncsacscesscctcoccesscoscceusces 93 78 


1 Includes program direction costs now shown under the administrative budget. 


TYPICAL ACTIVITY 


Agricultural research and fiber development, $125,500 for fiscal year 1954 

Continuing participation in the Cuban program to develop kenaf as a substitute 
for jute with emphasis on engineering development of decorticating machinery, 
development of disease-resistant varieties of kenaf and an extension program to 
give instructions in its cultivation and processing. 


ixplanation of unexpended balance estimated as of June 30, 1953 


Unliguidated obligations: Thousands 
aia sc a, er nc A ae ak rece tuo‘ ees: ow cnt alata te 
Tees ih UGG DRE DLR ANGI se Rita e den ncackduactcacucseuws $42 
UN a S56 Vek ET a a eas 36 

UGS i ckvdkccexk decue tendo addnn Le newdenawte tensed 78 


Remarks.— Additional training authorized $25,000. 


DomINICAN REPUBLIC 


General agreement signed Feb. 20, 1951 


{In thousands of dollars] 


Actual, fiscal Estimated, Proposed, 














year 1952 ee ear a J ear 
United States program costs (obligations): 

For technicians. .....-. Sbddivbets. ‘ Jee 66. 3 143. 3 1 224.1 
eat CONNOR s,s Satth otak. dp eed om chdn do dd ébubionbaes 9.0 38. 6 3 76. 6 

ON OR a a ee ae 62. 2 78.1 95. 
For supplies and equipment. ........... goadmaucdumpaauace 75.0 100. 0 3150.0 
I is edicintttibwetnstaGhestnsidbekeesiebtanxapbiivns 212.5 360. 0 546.5 
———————>—=_«—Fooa—eaeae—SS_™_—S a 
Estimated Dominican Republic contribution............- $123. 8 $148. 6 $170.9 
Number of local personnel 4.........................-..--- 16 33 50 
Number of United States technicians 7 11 19 
Nemaboer Of OInDis AWAFEE. «oo onnnasccmcassecpccracecnes 9 10 18 


18 additional technicians, 

48 additional training awards. 

42 new servicios, $100,000 (agriculture, $50,000, and health, $50,000). 
4‘ United States and servicio payrolls. 
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Principal activity fields 


[In thousands of dollars] 














1953 1954 

Agriculture and natural resources oe $74.5 $151.9 
General projects . ‘ ; miatabininm ieaniag Anh 
Education ieddmeses wad ecesubede aa 202.0 228.2 
Health and sanitation... _. ; noe thiews and 26.8 115.7 
tinned ittiisccadiliniieiaittianincn en inetieneenteeeeaan aad 44.4 27. 
Domestic ee eats ses esses eS SS sss el 12.3 oo 23.1 

Total ewe bsocuaieisnbntnidiettiesbetelbe ciiibentelcess datinaniin sabbeiinnane 360. 0 546.5 





Total cumulative utilization of TCA funds' (fiseal year 1952 and fiscal year 1953) 
{In thousands of dollars} 





As of June As of June 


30, 1952 30, 1953 
Authorizations. ............. hein iis $224 620 
GSLs 2. cblncdtbsbdivigi cde cbouclbldelecasbbubebeh dies 224 620 
Subobligations . . . shiciinndeatctssdbinteaiieks ‘ pew — soe ‘nom 
i ‘as CL ; ao juineioceelae 169 500 
En CNS 5.5 onl 6c eee eo 56 ey 490 








1 Includes program-direction costs now shown under the administrative budget. 


TYPICAL ACTIVITY 


Agricultural research, rubber development, and fisheries, $138,800 for fiscal year 
1954 

Cooperation with Dominican agencies to increase and diversify agriculturai 
production and to introduce modern crop practices, soil conservation techniques, 
methods of insect control, and to develop trained personnel. Agricultural re- 
search provides assistance with such crops as tobacco and cotton, studies insect 
problems including the establishment of an adequately equipped laboratory. It 
is working in the use of fertilizers and erosion control methods. 

Rubber research and development activities are producing hybrid varieties 
of disease-resistant rubber trees, in the expectation that a full-scale commercial 
rubber program can eventually be put into operation. Farmers have received 
budded trees from the experimental plantation at Piedra Blanca. A fisheries 
specialist was detailed in the last part ct fiscal year 1953 to survey coastal areas 
and to determine the feasibility of developing oie heries industry. He is advising 
on improving methods of catching, processing, and marketing sh. 


Explanation of unexpended balance, estimated as of June 30, 1953 





Unliquidated obligations: Thousands 
ORE) oe ceed le wee wen a dvowst seseeuslSwevewe Us Je Aaee 
Training i en ccuctiemesrentagrarepntranenlitinennaseapniiihers aaecsenkes cicnmntalliens $6 
NN ohare eetatias eid teieaiessvieresa aed aid oo eee eee ee ee ee 114 

BOs dcaccoscenslsadeee at ed ae ee ties tak amend 120 


Remarks.— None. 





a 
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ECUADOR 
General agreement signed May 8, 1951 


{In thousands of dollars] 








| 
Actual Estimated ] Proposed 
fiscal year fiscal year | fiseal year 
| 1952 1953 | 1054 
United States program costs (obligations): 
For technicians $400. 6 $523. 4 t $13 8 
For trainees ~ 152. 2 141.4 2104.3 
For local costs : 377.2 259. 7 396.5 
For supplies and equipment a at 4349.0 482.5 5 495.0 
Total sthee 1, 279.0 1, 407. 0 1, 390. 6 
$2, 242.0 $2, 690 4 $3, 094.0 
Estimated Ecuadoran contribution : ..  —————— SS Se 
Number of local personne! ¢ saineielialcadsiiiastiiainiiaaiiatintaal 667 655 ‘00 
Number of United States technicians _____- we 35 38 51 
Number of training awards Z oon 54 30 43 


1 13 additional technicians, 

213 additional training awards. 

+ Local costs lower owing to previous year expenditures. 
4 Servicio grants. 

$ One new servicio; overall increase only $12,500. 
‘United States and servicio payrolls, 


Principal activity fields 
[In thousands of dollars) 


Fiscal year Fiscal year 


1953 1954 

I BIE IRI cc cnccedptetecrnmmemmniimntiees 412.1 392. 6 
General projects Ranenb nouns: ontiasoenesnenbanngeenes: shebeaseue plisboe 
Education odéuwe paease panibes 286. 0 240. 5 
Health and sanitation - ‘ ‘ pietbupenaie wwe 473.4 446.7 
All other sense wowe eunneaecasenegguaceescenuamneqee 195. 9 201.8 
Dom. program costs. .......... eotecucsoesetibbebibddscetesteubel 39. 6 58.0 

Total . pehdinenisnadaeneae dddoecevovsnavedbubdeapeossces 1,407. 0 1, 899.6 





Total cumulative utilization of TCA funds," fiscal year 1952 and fiscal year 1953 


[In thousands of dollars} 





! 
| As of June 30, | As of June 30, 
1952 











1953 
DIED: Minunas cuss ebintanbiuneihntilitiinbiiebeeiitaainds aati 1, 265. 2, 687.0 
Obligations ................... sndinennnedinenampmmetiemangelmae peated 1, 265. 2, 687.0 
Subobligations. .... a cu cautions aa aS A SS a a 
Expenditures... .... nciomechuaiiiinsiniaiieniacpiin iunndnennaimnnaineiniainies 707.0 2, 091.0 
INO». «nia cance datigaubaniiniowesonsqaseebewiews 558. 0 596. 6 


1 Rotates program dtrection costs now shown under the eietabemaine budget. 





TYPICAL ACTIVITY 


Education— Elementary, secondary, agricultural, $215,000 for fiscal year 1954 


Assisting the Ministry of Education in the improvement of its urban and rural 
public-school system, by means of guiding the operation of an important normal 
school supervising a number of elementary demonstration schools, preparing 
textbooks, and providing special vacation courses. Professors are being trained 
in more effective teaching especially in agriculture, homelife, health, manual 
arts, and general methods, Stress will be laid on rural life and rural community 
development around 12 country schools affiliated with the program. Eight 
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rural normal schools have been provided courses of study with a teachers’ guide, 
lesson plans and teaching materials. Handicraft has been added to the curricula 
of_several elementary and normal schools. 


Yeplanation of unexpended balance, estimated as of June 30, 1953 


Unliquidated obligations: 
rants - 
Training in United States 
Other 
Total 


Remarks: Additional training authorized $15,000. 


Ex SaLvApoR 


General agreement signed April 4, 1952 


[In thousands of dollars) 


Actual, Estimated, 


United States program costs (obligations): 
For technicians... . 
Yor trainees 
For local costs 
For supplies and equipment 


5 


ciceno 


-~—= 

—— 
—so 

Sse 


3 


Estimated Salvadoran contribution 
Number of local personnel. . 

Number of United States technicians ¢ 
Number of training awards 


16 additional technicians, 

28 additional training cwards. 

* Local costs lower owing to previous year expenditures, 

4 Servicio grants. 

* Grants aren, $25,000 (H. and 8. $30.0 less; industry $55.0 more). 
* On United tes and servicio payrolls. 


Principal activity fields 
[In thousands of dollars) 


Agriculture and natural resources 

General projects 

Education 

Health and sanitation 

WAEt OOREP... nn codatsce Lon nam onnediithstnisuihdtinwn bhisleteininaainindndeaulchitanreenetieay 
Domestic program costs 


Total cumulative utilization of TCA funds! (fiscal year 1952 and fiscal year 1953) 
{In thousands of dollars) 


AsofJune | As of June 
30, 1952 30, 1953 


1 Included program-direction costs now shown under the administrative budget. 





; 


Da peal ee 
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TYPICAL ACTIVITY 


Health and sanitation, $271,100 for fiscal year 1954 


Supervision of construction and equipment of tuberculosis hospital, National 
School of Nursing, renovations and additions to a maternity hospital and two 
health centers; demonstration projects in design and construction of water-supply 
and sewerage systems, markets, slaughterhouses. Some 116 activities have been 
completed and transferred to the local government, including 8 health centers 
8 part-time health units, 4 hospital health centers, additions to 3 hospitals and 
the National Health Department building. Constructed or improved the water 
supply system in 11 localities and the sewer systems in 11 localities, 5 public 
markets, 11 slaughterhouses, and 5 public laundries, an extensive rural water- 
supply project, and malaria-control drainage in 7 localities. 


Explanation of unexpended balance estimated as of June 30, 1953 


Unliquidated obligations: Thousands 
Reet onc bens ot abe a alas aa 6 Ane cue el ao a dewe a wala oe $100 
Training in U ite CROs iii. Val JU. co UUSUES. Lec FeRsUeaa eS 38 
CORI, Bis COE SUSU sk A SS SS aU at SG 34 

ROO . LINGO . AA GSA. . SU Le a. Ses 172 


Remarks.—Additional grants: Agriculture, $50,000; Industry $50,000 authorized 
training, $21,500. 
GUATEMALA 
General agreement signed— None 


{In thousands of dollars} 





as 














Actual, Estimated, Proposed, 
fiscal year fiscal year fiscal year 
1952 1953 1954 
United States program costs name 

For technicians. + ee $163. 1 $115.8 $116.0 
For trainees , ; ‘ . son caignwedcccasingnegens Lalemcbeoowan ; 
For local costs. . . ~dhahnbadsabhsaenuccasueael 48.7 100. 7 99.9 
For supplies and equipment... ........ papdincaeo etal acupidmncedeheacinnbtecse 
Total. sea dina 4 ~ 211.8 216. 5 215.9 
Estimated Guatemalan contribution...._._- = 510.0 612.0 703. 8 
sr eee - = Se ee 
Number of local employees ! snabetianien Siimiiceeall 381 307 300 
Number of United States technicians... _.-. <a afetieknwe 9 9 uv 
Number of training awards. ..................-. é 0 0 0 


1 On United States and servicio vayrolls. 


Principal activity fields 


(Thousands of dollars] 


Fiscal year | Fiscal year 
1953 1054 





De BOE ROE TIRE a crcrcmambh nn nccescenseneseesecocccescncoses | $151.4 $151.4 
General projects...................-..- 

Education... ... . ern 
Health and sanitation.......-..------ 
Ali other. - 
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Total cumulative utilization of TCA funds * (fiseal year 1952 and fiscal year 1953) 














[Thousands of dollars] 
Asof June 30, | Asof June 30, 
1952 1953 

BI a divetbcarerattnde>:+drenqunsanperyerdmantrqent scented aearenpds $208 19 
Obligations... hema aeumnamitamnniaiiestikabdamises ool 208 419 
Subobligations Seca sees cecceton se gece necbus scones cncuadosgepscengegesfocecoespechans 
ik Sica Sk pide did abidcchiddembtnsusoucediesh db ininbuntbtlesoed 182 380 
Unexpended balance... .... pene eile ienesiaalaracn taindiieen eebntediaadinhniebutitnemaare 26 20 


1 Includes program-direction costs now shown under the administrative budget. 





TYPICAL ACTIVITY 


Agricultural research, extension and rubber, $151,400 for fiscal year 1954. 


Agricultural-research assistance to the National Agricultural and Livestock 
Institute; introduction of varieties of wheat seed yielding 4 to 5 times the amount 
of local seed. Similar assistance with rice and development of high-yielding 
disease-resistant coffee-plant stocks, Assistance to producers of wheat, rice, 
beans, coffee, poultry, hogs, and sheep, and in the development of strategically 
important fibers and other materials, including oil palms, kenaf, ramie, cinchona, 
and abaca, and an accessible source of rubber through the production of disease- 
resistant, high-yielding hevea trees. ‘Two thousand acres have been planted and 
there are available 1,200 trees of tapable size which will produce annual yields 
of about 425,000 pounds of high-quality rubber. 


Explanation of unexpended balance, estimated as of June 30, 1953 





Uareenes obligations: Thousands 
Ps SE IRS s oda eewenenseuese casted en adiecccshknp wee smd 
Teale te Cates -Wattesniss os iss eos oec ccsese sees oie oc sse eee 
QUT int ccuewrdecaSota ss Gas cos ooh cece. seuntigda an <seea anes $39 
Ta ee sk sabe eee 39 


Remarks.— None. 
Halt1 


General agreement signed May 2, 1951 
[in thousands of dollars] 








Proposed, 
year 
1954 
United States program costs (obligations): 

Ot PD nn nwccncescccncvencrslivissdecsbeus weioiL 1 $328.5 
INI 0a ndnuioagtitiibmwirEbborereurreronseCudwtit 1104.1 
For local costs... . eueeiines jucoahieaaed 1 259.1 
For supplies and equipment *.._.__. cae Sncseiamim nate $150.0 
w= nnwoeee wae anne nec ce were c er cr cee e ene cccecescvece 841.7 
Estimated Haitian contribution... -- 1,029.7 
Ss 
Number of local personnel *.__-.___ _- 600 
Number of United States technicians... .....................- 27 
Number of training awards... .................. vuubenieetial 2 


1 6 additional technicians; 1 new program; additional local costs. 
+8 additional training awards, 

4 Servicio grants. 

4 Calendar year extension of grants. 

* Increased grant funds, $100,000. 

* United States and servicio payrolls. 








shah bE — ase See Nil th ae a igi lily AL REE A a aR aati Ar CR 


nl 





ar tea! 
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Principal activity fields 


[In thousands of dollars} 


1 


Fiscal year | Fiscal year 
954 


1953 

Agriculture and natural resources. __. ‘ i ; . os $395. 0 $435. 0 
General projects : ; ; ond scat aaa nihiening 
Education waweascecaseucwneucees ° syonwecoreucouecreheenenes Jctmoipdaiamnes 
Health and sanitation . . : senhinen 216.3 302. 5 
All other e es at He bsbeuec 35. 6 71.1 
Domestic program costs. .. d Sadeamews —— 22.7 33.1 

Total... eches i etl su ssid datadeadeddquges 669.6 841.7 


Total cumulative utilization of TCA funds ' (fiscal year 1952 and fiscal year 1953) 


[In thousands of dollars] 


As of June As of June 





30, 1952 30, 1953 
Authorizations. - pactuhdetnbieegehbenneheewndgunbieaittetid $650 $1, 366 
Obligations... = eesenasetereces powensecwbouds hedienendintmail 659 1, 366 
Subobligations a . a pasasiiant tee nansecoododucasavenbal seth Bi Giauisous éotenbas 
Expenditures cosouvesvegeoras annestseséacesesesencebenenenbeuiet 434 1, 164 
NE BN ia cenncnecnvesiteoshionedenasenneth pwecanceteoes 225 202 





1 Includes program direction costs now shown under the administrative budget. 





TYPICAL ACTIVITY 


Agricultural extension and development, $409,000 for fiscal year 1954 


Operation of a system of field extension offices and a 500-acre demonstration 
farm as a pattern for development of the important Artibonite Valley by develop- 
ing methods of teaching, drainage, land preparation, application of water and rice 
cultivation; improvement of native livestock; development of disease-free rubber 
plants; development of irrigation projects; assistance in land clearing, irrigation 
and land reclamation project of 100,000 acres in the Artibonite Valley; and assist 
the Government reforestation work. Established, operated and supervised 22 
field extension offices; rehabilitated government dairy; imported dairy and breed- 
ing stock; inoculated cattle and hogs; planted 10,000 hevea rubber trees which 
produced 75 tons of rubber last year; 10,000 acres formerly nonproductive now 
irrigated; land clearing and cultivation services provided on a reimbursable basis; 
prepared plans for complete development of Artibonite Valley and also prepared 
plans for water shed protection. 


Explanation of expended balance, estimated as of June 30, 1953 


Unliquidated obligations: Thousands 
NU seach ee NespeheS Toate ate skeames sty omeaneereuan wane $28 
TIED TRIER BORGER cca cn ewan wsedi enn teels Joke 19 
eects ad atic aa ee ali eo ele te andiereetnmaeniotents 155 

iiss tine serge cen taeda ih a ids pie tat a 202 


Remarks.— Additional training authorization $15,000. 


862845340 
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HONDURAS 


General agreement signed Jan. 26, 1952 


{In thousands of dollars] 











Actual, Estimated, Proposed, 
fiscal year fiscal year fiscal year 
1952 1953 1954 
United States program costs (obligations) 

For technicians. .... De $183.8 $329.8 1 $345.4 
in mecetebonshseuce 74.6 77.8 788.0 
Se SOE Sth ese nccommeennnusageowenaaneequwens ee 77.0 101.7 115.0 
For supplies and equipment *.......................-... 310.0 $10.0 4460.0 
ne — apen > 645.4 819.3 1, 008, 4 
Estimated Honduran contribution...............-..-....--.-. 1, 654.8 1, 985. 8 2 383, 7 
Number of local personne] *.._. pinenlindotosedipedinnh a ‘809 629 650 
Number of United States technicians. .......... “ 18 25 29 
Number of training awards. . : ; oa 32 20 22 


! 4 additional technicians. 

12 additional training awards. 

§ Servicio grants. 

4 Increased grants, $150,000. 

* On United States and Servicio payrolls. 


Principal activity fields 


[In thousands of dollars) 


Fiscal year Fiscal year 








1953 1054 

Agriempase end antes edivenees.. cso snkeaisdadactucudbbecondesiscke $301.8 $442.5 
General projects. ............ cll tne enenenah Sibctanieia meses ~obtenhedaeaeainouwens aS ho a 
tt. -enattenmenensnananeence aah ahtinibenE aoa hemha’ henna 183.3 197.9 
ET NE Cs ww cc dbs cakbh dd cnccnkcnsccdavdosddd ccensuwstbadebascses 189.9 229.4 
All other........... sales Tiha ill, wcbblabliicataatitsin's ai ttiinalitiaa tiie oii 118.1 107.5 
Domestic program is nitedines cindubatedhsngtilieeneibancinae 26.2 31.1 

be hiiinc eth ercvnbldisaditiesn cnctdadadscactbuscthiesa ‘ 819.3 1, 008, 4 





Total cumulative utilization of TCA funds ' (fiscal year 1952 and fiscal year 1958) 
{In thousands of dollars) 





As of June As of June 


30, 1952 30, 1953 
Aa dn <b Sie cbtbbdenbiovdis cntindd ti dcbinclanbinddvcdsediasghiedbsd $653 $1, 517 
A ticdbnd de dbseeebectebsvabuenanceonecce 653 1, 517 
Subobligations.............. detctdwbwbbocudeucasdguseluatinecscavadedaehenenetetiie tebien theme 
SE icandiceiens 513 1,414 
Unexpended balance 140 103 








1 Includes program direction costs now shown under the administrative budget. 
TYPICAL ACVIVITY 


Health and sanitation, $216,400 for fiscal year 1954 


Cooperation with the National Tuberculosis Sanatcrium, in the malaria- 
control and intensified vaccination program. Assistance in constructing a building 
for the National Department of Health. Three health centers and 9 preventive- 
medicine and medical-assistance clinics are in operation, and there are 4 projects 
for the construction and operation of the tuberculosis sanatorium and annexes, 
as well as 10 insect-control and drainage program; there has been a substantial 
reduction in insect-carried disease. Cooperation in the construction of water- 
supply and sewerage systems; 27 water-supply systems and 11 sanitary sewer 
systems have been constructed or improved. Continuation of the program for 
fiscal year 1954, 








es 
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Explanation of unerpended balance, estimated as of June 30, 1953 


Unliquidated obligations: Thousands 
Grants jindtnacn Miideeb ado akdodegie wa pat és 
Training in United States __- BeeSh Sethe can carebooes bean dauns $34 
Ge ee cow cepend : eae cee .e ue a ; a ee 69 

Total. _-. eee te PA . cates 103 


Remarks—$17,000 additional EEN in June for training in United States. 


Mexico 


General agreement signed June 27, 1951 


{In thousands of dollars} 











: , Estimated, Proposed, 
A ee fiscal year fiscal year 
sigs oo 1953 1954 
— — — -- - - —_-—— | 
United States program costs (obligs ations): 
For technicians cane ea $273. 3 $414.1 1 $584.6 
For trainees : be 183. 6 144.7 7190.2 
For local costs _ - . ae atts 147.3 141.3 1215.9 
For supplies and equipment 3 a in 125.0 125.0 # 330.0 
Total dose seddioidd 729.2 "825 1 1,320.7 
Estimated Mexico contribution... . 585. 0 702.0 7.3 
Local personnel § a3 ; j = 7 725 341 a 500 
Number of United States tec hnicians. _- 32 39 51 
Number of training awards.......... made ale 69 36 50 





1 12 additional technicians; 1 new program; increased local cost for education technician's quarters. 
2 14 additional training awards. 

5 Servicio grants. 

4 New agricultural servicio; increase in grant funds $185,000. 

* On United States and servicio payroils. 


Principal activity fields 


[In thousands of dollars} 





Fiscal year Fiscal year 











1953 1954 
ee ictnidielalipnagie ao 
Agriculture and natural resources... .....................-...-.-.-.-- _ $311.4 $618. 6 
General projects. _- ‘ i intinddditiiveetassdinbibsaceses oquéelaguabdussquctatines iegtebcae 
Education... anudipessetettenmsaebeesaaddmathawsbeinoumalie hidddebinassun 37.9 
Health and sanitation. hbtennan odaddedatecadaenseesiasetane jeasaaine 333.9 457.6 
i la a in i ect iene aes 136. 0 143.3 
Domestic program is ance stent dermadeeaie inca mbadiemeanh » seiahndkinsaiiiteil eg ia mstaie 43.8 63.3 

OGG . .cacnnancacnnacnnctuubabuadentnsceleeusibshausd ibbnacbeasads 825. 1 1,320.7 


Total cumulative utilization of TCA funds! (fiscal year 1952 and fiscal year 1953) 


(Thousands of dollars} 


As of June 30,|As of June 30, 








1952 1953 
Authorizations. . . cecum wesenseveedsuedelaetaleddddieanumpeonstl $716 $1, 589 
a al i lia et all eras 716 a ~ 1 589 
lS i pielidecnmanntitiiiiniaiaiiiiingediitioness lav ctdécbedede 
Expenditures.................. esnadobenaresebbontswedineeetanntabis 490 1, 260 
Unexpended balance __................ shihininel diiieelitanaitiitee tn sided ini nemannunii 226 329 


1 Includes program-direction costs now shown under the administrative budget. 
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TYPICAL ACTIVITY 


Agriculture and natural resources, $582,600 for fiscal year 1954 

Planning broad extension and agricultural development; research in rubber 
production; improvement of marine and inland fisheries; exploration for potash 
and phosphates for land fertilization and quartz sands and clay for glass, ceramics, 
and building materials, and iron ores, solid fuels, and other minerals for industrial 
use and export. Assistance in techniques of mining and metallurgy, labor training, 
and laboratory testing. Total rubber production increasing and demand for 
plantings exceeds supply. Large shrimp industry established. Studies com- 
pleted to determine the nature and extent of deposits of lead, silver, zinc, copper, 
mercury, antimony, phosphate ores, and coal. Assistance has resulted in six 
mining properties improving operations, in establishing a new mill to treat lead, 
gold, and silver ores in Lower California, in conversion of an old mill to fluorspar 
production, in operation of a tungsten plant, in construction of a lead smelter and 
in supervision of laboratory testing of ores. 


Explanation of unexpended balance, estimated as of June 30, 1953 


Unliquidated obligations: Thousands 
I a eetaa lat eae atl sas da tacovet ae Ns a © ps x bo Sole oa we Oo a ew we hens Genet oa wie 
ee on eed mentes....... 2.2.4. cbdeledduAiee nese $23 
ite Bee wn tmib Shinn as mena beak ea 306 
OTe wncm alls cnc n dann ciamaianmolndinixim SEER eTON 329 


Remarks,— Additional training authorization, $2,000. 


NICARAGUA 
General agreement signed December 1950 
[In thousands of dollars] 


Actual, Estimated, Proposed, 
fiscal year fiscal year fiscal year 








1952 1953 1954 

United States program costs Cue: 
For technicians. ..............-- wilukesedinenmitubid $224.6 $330.3 1 $323.5 
I a a aa ian a as 42.3 58.3 163.5 
a eenew hieeaidenaridiienia 131.8 224.7 197.3 
For supplies and equipment Ra cak sab cciencienledas aed 200. 0 210.0 4215.0 
Total____. shite wdewinanitteana 598. 7 823.3 699. 3 
Estimated Nicaraguan ee ees 813.0 976.0 1,122.4 
lS bob Oo SS aE 
es OG ene CEO . . . on nninnnidenannaneenstnenin 49 61 70 
Number of United States technicians.._...............-....-..- 2 27 2 
nN... ccumssaneunemeeumabeniinne qiniaies 25 16 4 


1 1 additional technician; 1 less program (public administration). 

1 Less local cost owing to previous years’ expenditures and 1 less program. 
§ Joint fund and Servicio grants. 

4 Increased grant fund, $5,000. 

4 On United States and Servicio payrolls. 


Principal activity fields 





[In thousands of dollars) 
Fiscal Fiscal 

1 1954 
Agriculture and natural resources.................. itacabbimealigenied Caetaniaa etamond $357.6 $249.7 
did cp didihdedbhdednncnuetimnes tid pSSeSEED ES RNSSSEeShheROUReD 195.7 202. 
Health and sanitation. -_................ KadehtistbGEheeSGeenbasesennseneniee 219.9 ‘209. 
TE ot astediieattccescnh enna Neciasdamesameamaenenaneiemnnaaiiian ana enesain siteioeid 25. 2 12.9 
Domestic program costs | ai iccuenscluebeeetsSUVisbepernibeutnbectesteouss 24.9 2. 
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Total cumulative utilization of TCA funds ' (fiscal year 1952 and fiscal year 1953) 
{In thousands of dollars} 








As of June As of June 








30, 1952 30, 1953 
SD canaacnseidbbeaaabacaneseonabend T saeieinaaestimemempiediaimanmuna oareneaianten $590 $1, 448 
OUMsAtINIS. .-. 5.2.6... jabsancecsbeduse\oknscekkeonceiiiene juin desea 590 1, 448 
I sn iti nineties hence tenn sits a Sora capes Rianaich rah inaee arent eeany élinetaie oe enmetanelenmtsdiaenae iad 
Etihad inateciien na enatiinn.¢ a eenhiaiapwiainiainronaminns were radiamiared: 386 1, 229 
Unexpended balance - - . .._-- encncttenincea a die esis: comer en eeaeniea dipiete-ante-h aeeinasatp 204 219 


1 Includes program direction costs now shown under the administrative budget. 
TYPICAL ACTIVITY 


Education—Rural, elementary and vocational, fiscal year 1954, $193,000 


Completion of construction and equipping of National Trades School in 
Managua; establishment of three workshops for training of vocational, industrial, 
and household arts teachers; opening of three new “industrial arts’’ and home- 
making centers, to supplement the three opened in 1952-53. Operation of a new 
rural school at Esteli, as a pilot school for the country; development of new rural 
school curriculum with increased emphasis on agriculture, household arts, hygiene 
and manual skills; three workshops have been established for rural normal school 
and rural elementary schoolteachers in modern teaching methods and educational 
objectives; development of instructional material in reading and arithmetic; 
development of school lunch and school garden projects. 


Explanation of unexpended balance, estimated as of June 30, 1953 





Unliquidated obligations: Thousands 
Canta i a late Sian sii ah itil. deemieentieiinae ta lncit eee Seti $42 
I 20h: OE ON ches ahaa mie die Geant en tei 27 
Nene nen ee lee 150 

ee ae A Oe a ae maha 219 


Remarks.— Additional grant to agriculture, $40,000. 


PANAMA 
General agreement signed Dec. 30, 1950 
(In thousands of dollars] 


Actual, Estimated, Proposed, 
fiscal year fiscal year fiscal year 
1952 1653 1954 


ee ace f 








United States program costs (obligations): 


I a ee ele $192.1 $425.3 1 $487.4 
i a eueenbaanesae 93.0 108. 4 2125.7 
ITI dina ctiinnacesini ie thennapidindn amaigeenenenmantis 251.0 283. 4 304.0 
For supplies and equipment #___._____.............--- ; 4775.0 170.0 § 355.0 
ae ee Se Se ae eS 8 oe ee 1,311.1 987.1 1, 272.1 
Estimated Panamanian contribution........... .......--- ; 1, 204.0 1, 552. 8 1, 785. 7 
OR tr I IND oi ion ok. ois rteecescntescccocsccse 59 100 150 
Number of United States technicians._.__.__............--.-- 20 38 45 
Number of training awards- - Picnbpoeetendecuaintbiaowadd 29 25 28 


! 7 additional technicians. 

23 additional training awards. 

§ Servicio grants. 

* Includes fiscal year 1952 and 1953 agriculture servicio grant, $625, 

* Inereased grant funds and fiscal year 1954 agriculture servicio ant: total, $250,000. 
* United States and servicio payrolls. 
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Principal activity fields 
[In thousands of dollars} 








Agriculture and natural resources $609. 5 
GINO cnc cctccheascooceass Ere aan See eee ee Ladgatied iis ches Olina Meda o pdanieeh ile 
Education.............. is 277.8 
Health and sanitation - . 5 as = ; 261.9 
ME  candetiiocesent<« wc : 79.2 
: 43.7 

1, 272.1 


Total cumulative utilization of TCA funds! (fiscal year 1952 and fiscal year 1958) 















{Thousands of dollars] 
AsofJune | As of June 
30, 1952 \ 

ii Ie $1, 320 $2, 348 
Obligations....... 1, 320 2, 348 
Subobligations. 
Expenditures.............. ‘ 

aD Cea a a Bis. 3 ia La cnn sbpdiiigeelecselh eeckd 1, 005 493 





1 Includes program direction costs now shown under the administrative budget. 
TYPICAL ACTIVITY 


Agricultural extension and development, $580,000 for fiscal year 1954 


Cooperation with the Panamanian National Institute of Agriculture in coordi- 
nating agricultural research, specifically testing of crops under dry and rainy 
season conditions; testing of fertilizers, insecticides and herbicides; research on 
cattle and on dairy herd management; experimentation with irrigation; planning 
and organizing extension service and related farm youth club work; land clearing, 
irrigation, marketing, weed and insect control; improving crop storage facilities; 
increasing the availability and use of animal drawn and mechanized farm equip- 
ment; and crop improvement, particularly of rice and sweetpotatoes. 

The National Extension Service organized by a mission from the University of 
Arkansas was accepted, and established by law, November 1952. Five rural 
offices have been opened, others are projected for fiscal year 1954. Selected rice 
seed, herbicides and insecticides introduced and demonstrated by United States 
technicians, together with self-propelled rice combine harvesters have contributed 
to increased rice production to near self-sufficiency. 


Explanation of wnexpended balance estimated as of June 30, 1953 


Unliquidated obligations: Thousands 
SIE fa BRE sn Mh, WODGS hidip ceihsin wn nc dipn ints ital awe ace oe tain cn OE $162 

7 raining if United DUBRS .. 2 bcc wescscaweccusvewsS RCRA 24 
LIE 16 amp sas oatap ougay eae Cee DES ane Atetans wsiunwenenh 307 

es Tin xkwek pin ndsnwennek eee 493 


Remarks.—Additional grants authorized: Health, $10,000; agriculture, $25,000. 


LL AN ARR A ee os eo oe Sina 





padtap on: 








oe i 








fn 
i 
t 
y 
7 
i 
- 





Night 


MUTUAL SECURITY APPROPRIATIONS, 1954 629 


PARAGUAY 


General agreement signed Dec. 30, 1950 


[In thousands of dollars] 





Actual, Estimated, Proposed, 











fiscal year fiscal year fiscal year 
1952 953 1954 

United States program costs (obligations): 
For technicians anbthadianiinniiintieetraidimba detain ideas, $450.4 $630.9 1 $677.8 
pS Ee ee 87.7 111.5 1160.8 
SET RRS Pea 193. 2 § 273.5 4 305.8 
For supplies and equipment 5 437.0 6740.0 7 440.0 
DOM: :.0ccasctbesei eh. SA ONG. Use i 1, 168.3 | 1, 755.9 1, 584.4 
Estimated Paraguayan contribution ......................-.-- SS | See 
$840.0 $1, 008.0 | $1, 159.2 
Nember of doen) perpen 8c ok cn esiccnccadeccasvavesdeticiecsc 950 1, 159 1, 100 
Number of United States technicians. ............-.......---- 45 48 55 
Nuskban e8 teeinine WAGER. Bo 0is << Sek c catadacnemieiences dacs 22 23 29 





17 additional technicians. 

2 6 additional training awards. 

§ Includes contracts (hydroelectric). 

4 Includes contracts (hydroelectric and rivers and harbors survey). 

5 Servicio grants. 

6 Includes $440,000 for education and educational center servicio grants. 
’ Education servicio grant $330,000 less than fiscal year 1953. 

§ United States and servicio payroll. 


Principal activity fields 


{In thousands of dollars] 





Fiscal year | Fiscal year 


















1953 1954 

Agriculture and natural resources $548. 6 $609. 4 
Ge BRIN D «con cecenesubbocoecnncessepannannnnsnnentsincenntaesntngnecstnehhmetnennnel ane dared 
ee fia eee iacasanucchaavonsenthhwbarteanhen simidenes 644.1 336. 1 
Health and sanitation - . 264.4 304.7 
DE) CR Cin nsid dann éhenesennddeddeepemucee) 4000 4enat ipemiracessci<nadiats 257.7 284. 6 
Domestic program costs. ...............-..- 41.1 49.6 

Welissieccnudsucnsedesdcencdsanns sovecsncagnteliidieshed eee 1, 755.9 1, 584.4 





Total cumulative utilization of TCA funds! (fiscal year 1952 and fiscal year 1953) 


{In thousands of dollars] 


| 


| 
As of June 30,| As of June 30, 








1952 | 1953 
RE canewnccuncubastedutadcevectenduvecdaisskcaccedseodbcechenan | $1, 217 $3,012 
eee | 4227| 3,012 
Subobligations_..... 
pS SS ee ae suineGuweanienentiatsaditinnmneiaiienianentind 






Unexpended balance 





1 Includes program direction costs now shown under the administrative budget. 


TYPICAL ACTIVITY 


Education—vocational, industrial, rural elementary, $306,100 for fiscal year 1954 


Improvement of existing shops and courses in auto mechanics, woodworking, 
plumbing, blacksmithing, and refrigeration; continued instruction in radio shop; 
establish new courses, construct and equip new shops in machine shop, electricity, 
and graphic arts; develop industrial arts curriculum for secondary and upper ele- 
mentary grades; and establish industrial arts shops in two schools in Asuncién. 
A pilot rural normal school, where a curriculum for all rural schools is to be worked 
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out cooperatively, is being established. This school will stress agriculture, home 
life education, and simple manual skills, workshop for rural normal school teachers 
and for rural school teachers and supervisors from all parts of Paraguay, in modern 
teaching methods and use of teaching materials. 


Explanation of unexpended balance, estimated as of June 30, 1953 


Unliquidated obligations: Thousands 
Grants _ cavawer asa sks eeenaesaweR $490 
Training eed a ee ee 40 
Other_ : Sib caucs siphoned nines eee 281 

Total. __ aac eee ais woes 811 


Remarks.—Grant for educational center, $360,000, negotiating. 


Perv 
General agreement signed Jan. 25, 1951 


[In thousands of dollars] 


Estimated, Proposed, 


Actual, fiscal) ‘fiscal year | fiscal year 














year 1952 1953 1954 

United States program costs (obligations): 
For technicians... .... s ime $566. 9 $785. 6 1 $742.1 
For trainees ; ‘ i t 265. 8 216.8 2316.2 
For local costs * : — 324.7 367.5 $207.4 
For supplies and equipment 5 pedusenen 610.0 700.0 $785.0 
I i a col iit : panesaencne Tae | 2, 069. 9 2, 140.7 
Estimated Peruvian contribution oo "8 * 956. 0 | : _ 2, 347.2 7 2, 699. 3 
Number of local personnel ? : 2,012; ‘1,184 1, 500 
Number of United States technicians. eabetw 60 62 69 
Number of training awards... . Kia Ccaseewe’ wets 77 45 68 





! 7 additional technicians, but less international travel and transportation than in fiscal year 1953. 
323 additional training awards. 

+ Includes contracts—$25,000 for water resources. 

‘ Less local costs owing to previous year's expenditures. 

§ Servicio grants. 

* Increased grants, $85,000; new industrial servicio. 


Principal activity fields 
{In thousands of dollars] 








Fiscal year Fiscal year 
1953 1954 
Agriculture and natural resources... ae ae $1, 074.4 $992.7 
General projects. . ..-- % SLESSELRaLEDEEDeeeedesccsccccsccnstowstibudbeiiink 
Education. passseuaese Sasass . ‘ . 410.9 365.0 
Health and sanitation basnht beers . : 397.0 431.8 
All other : aoine eniinanne lnaaihndan 125. 4 265.3 
62.2 85.9 


Total... poet een sane teiene = ae 2, 140.7 
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Total cumulative uttlization of TCA funds,' fiscal years 1952 and 1953 


{In thousands of dollars] 





; 
AsofJune | As of June 


30, 1952 30, 1953 
| 
Authorizations : . . $1, 756 | $3, 849 
|e ene | nace 

Obligations... ‘ cicinniiataadal : 1, 756 | 3, 849 
Subobligations : pihweotandGenadiabaden aoe ‘ | rn tiers 
Expenditures. .. 1,021 | 2, 818 

Unexpended balance ‘ outebesibtie snewenddns | 735 1, 031 


1 Includes program direction costs now shown under the administrative budget. 





TYPICAL ACTIVITY 


Agricultural research and extension, $896,600 for fiscal year 1954 


Research in two distinct agricultural environments: Tingo Maria, in the 
jungle; and La Molina, for the coastal and sierra areas. Tingo Maria emphasizes 
development of food crops suitable for production and storage in humid climates, 
and industrial crops suitable to jungle areas. La Molina concentrates on food 
and forage crops. The 37 rural extension offices cover the 3 agricultural zones 
of Peru—the coast, the sierra, and the jungle—and are in direct cooperation with 
350 area advisory committees with an organized membership reaching 1.5 
million rural people. Considerable crop improvement has been achieved on 
corn, potatoes, wheat, and cotton. Specialized veterinary services are available 
to farmers through the extension service, and agricultural engineering assistance 
is offered to farmers in protecting their land against erosion, in providing irriga- 
tion-water supplies, and in constructing drainage systems. Farm machinery 
pools assist farmers in preparing and seeding the land, harvesting crops, and other 
operations. Breeding cattle, sheep, goats, hogs, and chickens have been imported 
for the improvement of the native stocks. 


txplanation of unexpended balance, estimated as of June 30, 1953 


a obligations: Thousands 
yrants 7 ‘ eee oot ae omnes an PR ky am | $481 
aes: Cee eee Oe nS a eee eed a eee 55 
Other - - - - t aon Salute cae das BRA. gree sens Sad 495 

ani acaeriat cla ar cdc h ens ecard iden bias theaheaadieneciiigaadiicnas wtvdecsintaail 1, 031 


health, $20,000; training, $42,000; contract private investment, $35,000. 
UrvuGuay 
General agreement signed, Mar. 14, 1951 


{In thousands of dollars} 








Actual, Estimated, Proposed, 
fiscal year fiscal year fiscal vear 
1952 1953 1954 
United States program costs (obligations): 

For technicians ena aed : $74.8 $145.7 1$188. 8 
For trainees... - bdvdliné bodes tt~dteuneeend 82.7 121.2 #92.1 
For local costs . aitcpeuices nl iniabews : 166.5 24.9 3107.5 
For supplies and equipment. . - - nates teiserenewnoenn 450.0 100.0 | 5 150.0 
Total be aléddaiewods asnplh th tetas ol tthe ii eDbneinieintal 374.0 391.8 538. 4 
Estimated Uruguayan contribution.................... m4 431.7 518.0 595.7 
Number of local personne! ¢ . eda Ldongea Lh 228 207 200 
Number of United States technicians. -_..............-.-. ‘ 10 11 6 
Re I a occa cc ens creadésosdepbanane ns 23 25 21 





! 4 additional technicians. 

? 4 less training awards. 

5 Increased local costs. 

‘ Servicio grants. 

* Agriculture servicio grant increased $50,000. 
* United States and servicio payrolls. 
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Principal activity fields 
{In thousands of dollars} 


Agricuiture and natural resources 
General projects..................- 
Education... a a aaa 
Reesith end semitetion.............6..<0-.-.- ‘ aia 

es Se RaERetetinnbeainenswiusuwccetstasdwenen 
Domestic program costs_...........- 


Total 








Total cumulative utilization of TCA funds,' fiscal years 1952 and 1953 


[In thousands of dollars} 





As of June As of June 








30, 1952 30, 1953 
a ee eee eee tt ieieaee $384 $812 
I ine, chiens tdsins oak ieinesiaeeedhiecthbandaleebesesind 384 812 
Subobligations...-. aa lia aktinadiitins idl canines erated miata 
Neen a aeadnaee <del ttsgi eaten emesis 162 539 
Unexpended balance -__-.........-..-- ~becieha einai abide bln 222 273 





1 Includes program direction costs now shown under the administrative budget. 


TYPICAL ACTIVITY 


Industrial development, $126,700 for fiscal year 1954 


Program now being formulated provides for an industrial productivity servicio, 
which will render consultant management and engineering services to aid medium 
and small industry aimed at increasing productivity. 

A number of general meetings have been held with many representatives of 
industry, universities, commerce, and government, and the groundwork has been 
laid for national support for this program of industrial improvement. 


Explanation of unexpended balance, estimated as of June 30, 1953 


Unliquidated obligations: Thousands 
a a a eT ee a a aig a i $50 

2 eee Us - Cee Gn 2 SSA eo  wiccntcec suena ccdede 11 
Ni a sin he an ae ode vn 212 
a a eee 273 


Remarks.—Additional grant, ‘‘Industry,’’ $50,000. 
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VENEZUELA 


General agreement signed Sept. 29, 1952 


{In thousands of dollars] 





Actual, fiscal} Estimated, | Proposed, 














year 1952 Races oer a 

United States program costs (obligations): 
i a tla it teeta cinin eet eh ial $77.6 $115.6 $121.4 
DU 62 soko dccebnd badeceactbesd sebutchseweesd 13.6 ys ee 
I oc ass isi bie tanith diedlitrhoiedebiaa teh peas ue 18.5 25.5 45.6 
For supplies and equipment !....................-...--..- 25.0 25.0 25.0 
i iiadacccsvactvenusenshcnacscabionlladube ohusseubhs 134.7 187.9 192.0 
Estimated Venezuelan contribution... eahisiiindiiieaindiilatiatetata hited 1, 059. 0 1, 270.8 1, 461.4 
ee a i arn stati aa atl a 251 250 
Number of United States technicians... _- 5 s v 
Number of training awards 5 5 0 





1 Servicio grant. 
2 United States and Servicio payrolls. 


Principal activity fields 


[In thousands of dollars] 


Fiscal year Fiscal year 











1953 1954 
— — —_——_—__— — .| _ ~ | ——— 
Se BRE Sis oii ode niin vi cncnccccuccunspenceccvcs«dina a | 
Se BION anos acids <<. 0200 had neds echnas Lennasatle a |---- ici A ieactariledan 
a lan atitnlidetels ine tinied tet ireareeshisedianecaaiibaiaieiiniaesan ia giao i 
Health and sanitation. _ eae ee ee ae | $156.8 $148.4 
Std. .d manda naddnhuinnaseinuenntpangereerieeds : 23.5 39.1 
Dee, ee CE $5. 22-5... =e] 7.6 | 4.5 
Csi J. x ARE omeektininiannamaioaeaa bet akek ees es eeeinda cme. =3 
| 





Total cumulative utilization of TCA funds,' fiscal year 1952 and fiscal year 1953 


[In thousands of dollars] 


As of June 30, As of June 30, 











1952 1953 
ic Ec tect arihen since tae SiteciuadaSiebarcdenel $130 $310 
85 Sie anni Gn dn Sek adage nadesee te bEUISER an easeeneceNs 118 236 
Ss onc sanndebupddbdenacteckbeblindiuinccesad 12 74 


1 Includes program direction costs now shown under the administrative budget. 


TYPICAL ACTIVITY 


Health and sanitation, $148,400 for fiscal year 1954 


Construction, extension, and rehabilitation of water supply systems and assist- 
ance in the government’s industrial hygiene program. Plans for construction, 
extension or rehabilitation of public water supply systems serving more than 100 
communities have been completed by the engineering division of the Servicio, 
and the program for fiscal year 1954 envisages the actual operations that will help 
to bring these plans to fruition. Nurse training activities resumed. In the past a 
supply of competent nurses was trained through the assistance given the National 
School of Nursing. Plans are being developed to provide technical assistance in 
the improvement of collecting and analyzing vital statistics. 
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Explanation of unexpended balance estimated as of June 30, 1953 


Unliquidated obligations: Thousands 
I rao acetal eutcdomien cma ada seas naires eas a wie ea ciao ews 
‘Teams tm Uatted Biates lect su Malebeedi al... . 2. oc eno ceenntacnss sa 
ee ee ee $74 

i ee... wae ckenscehnaddcnsweguap eee 74 


Remarks.—N one. 
DOTS 


(DEPENDENT OverseAS TERRITORIES IN WESTERN HEMISPHERE) 


General agreement signed 


[In thousands of dollars] 


Estimated, Proposed, 
Actual, fiscal — year fiscal year 














year 1952 1953 1954 
United States ne costs ao Geeipetionn): 

For technicians. - & Skewes shusccceaese $26.6 $2.1 $93.0 
For trainees... _. tiliatsdsbitiemagewsupintmwwcnenegeibiitniectmiaets 19.8 131.1 
For local costs. ; ati Tecate tata) TR nie cease 22.0 
For supplies and equipment. iiiabwenicqeusnaqenrenseedsamnenniibiade Bid Bedtcaneseeuper 
i ee aia Le ease geaveaaenaen 69.9 24.0 246.1 

Estimated DOTS contribution...........-- : orcs Sse : 
SSS =e Oe SO Oo§ 
Number of United States technicians. .......................-. 2 2 R 
en any anna veers cheinstacireininlsnteitsini Siow soci chaning toibsndbamricid ian 8 60 


Principal activity fields 
{In thousands of dollars] 








Fiscal year | Fiscal year 
1953 1954 





Agriculture and natural resources __- 
General projects... 
Education... . ieee 
Health and sanitation. __- 
All other. a 
Domestic program costs 


Total 


Total cumulative uttlization of TCA funds' (fiscal year 1952 and fiscal year 1958) 

















{Thousands of dollars) 
As of June As of June 
30, 1952 30, 1953 
iirc habitat sina tinctiiihinn nhdintntoaitaahicvabditio ai $68 8 | $86 
Obligations : on Sean invintiig Gnaniodierunmatanecndanietsalilasiaes mca 68 86 
Subobligations_-_.____... en. ee ee ee ee 
td cnunneccidnanancetambeee eee Sdorakisewucakt Second 5 81 
INE IIIOIRS. 5s crceumogemrecenpen tenes} <tuidesmmeniaeiominiel 63 5 


| Includes program direction costs now shown under the administrative budget. 








TYPICAL ACTIVITY 


Health and santtation, $37,000 for fiscal year 1954; health and sanitation training, 
$40,000; total $77,000 
Several seminars in nutrition are planned at the University of Puerto Rico 
for students at various levels of instruction in the area. Assistance to the low- 
cost self-housing project and for considering a housing seminar. 
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Continued assistance to the Metropolitan Vocational Training School in Puerto 
Rico. Assisted a low-cost self-help cooperative housing project in Surinam, 
Trinidad, Antigua, Jamaica, Barbados, and Windward Islands. Approved train- 
ing in dam construction, reforestation, and portable sawmill operation, soil sur- 
veying and land classification for residents of Surinam and in several other fields 
for the whole area 


Explanation of unliquidated balance estimated as of June 30, 1958 


Unliquidated obligations: Thousands 
Cs OOLSUL FERRE ib Je Sd Seec aes, & ee 
Training----- - <a a alls = nibillds $5 
Ota 24 60 4Se4 ‘ MO. JOC S005 54a Jpouad b : 

TOtebtn ex eich aien sah oie ‘i thy CL ES 5 


Remarks.— None. 
REGIONAL PROJECTS 


{In thousands of dollars] 











Estimated, | Proposed, 
fiscal year | fiscal year fiscal year 





| 1952 1953 1954 
EE a ee ee be a -]a 2 I 
United States program costs oe ee: 
For technicians. . ; a $316. 1 $843.7 $878.2 
For trainees... __. ee ee ee ee sees | 219.0 Tes Nieuwe. we 
For local costs ! a eueocus 349. 1 682. 2 405. 5 
i enttitedeneis bieynenetic linge 884.2 1, 605. 6 1, 283.7 
a sep s | ee 
Number of United States technicians. _-._-._.- 44 72 | 80 
Number of training awards ?__..__.__. 20 
i 





} Includes contracts. 
3 Reflected in country origin. 


Principal activity fields 


{In thousands of dollars} 





| 
Fiscal year | Fiscal year 


1953 } 1954 

— - = _ - _—_—_—_— — — ~ -— -— af — --- ——-~<. 
Agriculture and natural resources_.-_- _— pevwaten wie) $562. 4 $398.1 
I a iitttinnctcopinivenntniniatene a al 65.0 65.0 
Education... -- ; 120. 5 107.0 
Health and sanitation __-. : 249.3 237.8 
All other | 555. 4 438.0 
Domestic program costs - - - . | 53.0 37.8 
Total Ral 1, 605. 6 1, 283, 7 


Total cumulative utilization of TCA funds ' (Fiscal year 1952 and fiscal year 1953) 


{In thousands of dollars] 


As of June As of June 

| 30,1052 | 30, 1983 
RIN, oobi bun Sele eid dante scencncteundencecs . $900 | $2, 574 
Obligations_. . . sence se FP of a 900 i 2, 574 
Subobligations . _..... dine Sdbtiedsbidhcwivdh bhtdvndesksivgligtens boebielestae ty wd I= oStipinses 
Expenditures - ‘ me hatte 3 aanghe tors 624 1, 675 
Unexpended balance... ......-- OF intact ile 276 999 





' Inelades program-direction costs now shown under the administrative budget. 
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TYPICAL ACTIVITY 


Agriculture, $350,100 for fiscal year 1954 

Area development, engineering, commodities, extension service, research, for- 
estry and fisheries. Cooperation with the Haitian Government in the prepara- 
tion of a detailed, long-range plan for agricultural and economic development of 
the Artibonite Valley. Studies of irrigation development possibilities in several 
areas, such as the Tempisque Valley in Costa Rica. Research work on vegetable 
oils in Paraguay, Brazil, and other countries. The regional pool of technicians 
provides short-term services in various highly specialized fields, assistance in 
analyzing programs; initiates specific projects, and studies major problems. 


Explanation of unexpended balance, estimated as of June 30, 1958 


eens obligations: Thousands 
RR as ie Wii ain ain ic as inn ei wn etndnred eile ecewONS o.ordik mn giireesditieaiabneeiaiade 
Ra nc elses to iat ats ict oe ese acess dee $43 
PD sc cnstcnsccencduantOacculdeiveaseetus eae wi ia dthe ww Mie 856 
a a a a a 899 
Remarks.— Additional authorization for contracts: 

PD 5.5. Coden o hike Cad awe Anew eemeean conn nddews $17, 760 
En eae doin oe bata bed seneesabesu nee waue 20, 255 
TE oh eet Rtg hak cens cn wane wand bwin guaenneowe weeks 19, 500 
Dl ncen<de edn too ose nn cd oe mierh bade naoee 57, 515 


Fiscat YEAR 1951 ProGRaM 


Total cumulative utilization of TCA funds ' (fiscal year 1952 and fiscal year 1958) 


{In thousands of dollars] 





As of June As of June 
30, 1952 30, 1953 





Authorizations... ....- abel deta a iacliaiaihmindtitimaeanate ena tle ota a 
Obligations itn pbnetity witince pci een silecives elles nid csddbdinaiili deat ada ts hathilinietete 


IN iio tasesconthevinesvecocces eeoeneese ere? ofoete * ps 





I Ss lnc dn inlet haat gaint ieteisaaindibsoanennla dai 


1 Includes program-direction costs now shown under the administrative budget. 


Explanation of unliquidated balance estimated as of June 30, 1953 





Unliquidated obligations: Thousands 
[Pc cduascnnadbous nacaomineaeman mana deaocd ona mane ame 
I Sin EOS natin Litres th dag bamals dead Am he aeueherhetesmnebalinee $50 
i a es a ele i a a leh en cea i Oe 250 

ne Eerie eee eas ae 300 
Remarks.— None. 


BRAZIL 


j Senator Dirksen. What republic gets the largest share of these 
unds? 

Mr. Anprews. Brazil. There the amount for 1954 is $3,771,700. 

Senator Haypren. Do those sheets indicate what kind of cooperation 
we are getting in the countries? 

Mr. Anprews. It indicates the share of the countries, the number 
of trainees, the number of technicians, the local personnel, the training 
awards and the division of money for what we are doing in agriculture, 
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natural resources, education, and health. There is a complete break- 
down of the whole program and also what we spent the money for. 

Here is the bluebook which the committee was supplied. This gives 
a complete statement on every activity, the number of people involved, 
the actual costs, exactly what we are doing and where the matter is 
up to date. The committee has this bluebook on that. 


INDUSTRIAL SURVEYS 


Senator Dirksen. Does this type of work involve any industrial 
surveys in those countries? 

Mr. ANpDrREws. Yes, sir. 

Senator Dirksen. Describe that briefly. 

Mr. Anprews. Usually a country desiring to see what its possibili- 
ties are for the development of industries of various kinds, comes to 
us, and either asks for specific people in a Government way, or we 
work out together a system of contracting with a competent consulting 
firm to make a survey on what the country’s potential is, and make a 
report onit. There is not too much of that going on in Latin America. 
There is considerable going on in some of the other countries. That 
report is then made a basis of joint action or joint work and activity 
of the country. 

As we all know, you can find lots of things that need to be done 
within the country. But it is not always within the realm of possi- 
bility. So you select the particular area of development where you 
think there is some possibility. 

Senator Dirksen. Is there anything more you want to add on the 
Latin-American program? 

Mr. Anpbrews. It is entirely up to you, sir. 

Senator Dirksen. Are there any questions on this part of the 
program? If not, we will go to your next item, either Near East, 
Africa, or Asia or the Pacific. 

Mr. Outy. Mr. Chairman, could I also call attention to the 
committee that in the big book pages III-109 to III-155, we have 
in capsule form a discussion of the program in Latin America, which 
is dealt in very much more detail in the large blue book that 
Mr. Andrews pointed out to you. So if any members want to get 
the basic statistics on any of these countries, they can find them 
there. 

BENTON-MOODY AMENDMENT 


Senator Dirksen. One other question. The Moody-Benton 
amendment as such has been taken out. Did that apply to the TCA? 

Mr. ANprReEws. Yes, sir. 

Senator Dirksen. Tell us what has been done in Latin America 
in that particular field. 

Mr. Anprews. I think I would like to ask Mr. Cook, who is 
the program director for the Latin American program to report it 
to you. 

Mr. Outy. Mr. Chairman, I believe the Benton-Moody amend- 
ment is not applicable to Latin America. 

Senator Dirksen. Mr. Andrews just said it was. 

Mr. AnprRews. I was in error on that. 
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Senator Dirksen. It is not applicable at all? I wonder if this 
language applies to all programs: 

Increasing overall production by appropriate programs in agriculture and 
industry, increasing productivity per worker by doing away with undernourish- 
ment, disease, which also serve to increase the number of skilled workers, correcting 
imbalances in the national economies which result from concentrations on single 
industries or products by assisting in the diversification of national economies. 

Under that rather general language have the purposes of the Benton- 
Moody amendment been carried out at all or has it been ignored as 
far as the TEC and development program generally are concerned. 

Mr. Anprews. It has not been ignored in the normal TCA countries. 
I did not know the quirk in the law eliminating the Latin American 
countries. We have labor productivity work going on in Iran. We 
have done considerable work in Indonesia and quite a number of 
countries. The opportunity for that type of activity in our country 
is nothing compared to what it is in the more industrialized problem. 
Our problem is that we do not have hardly any major industries in 
the countries we are in. We have concentrated primarily on trying 
to develop the food supply for these countries. Here is the greatest 
population in the world and the increase in population is mounting 
faster than the food supply. It is true that if you do not do something 
about the food supply, you have chaos out there, or you have the 
United States continually shipping stuff out there to give away. So 
we have concentrated first on that, second on the health side, because 
unhealthy people cannot work. You just have to knock out the 
insects and water-carried types of diseases before you are going to 
have healthy working people. 

On the third step, you cannot go very far in lifting the technical 
competence of the people unless you have a certain amount of educa- 
tion and training. So we have taken those three steps as basic in all 
of these countries to start with before you can talk very much about 
these other things. 

Senator Dirksen. I notice in some of the data that has come to 
my attention that there seemed to be a projection of the program 
generally on a reasonably long range basis which might go well beyond 
the time when Congress might not continue to provide funds. The 
question is of course this: How are you arranging the work so that if 
funds should not be available there could in orderly fashion the work 
be broken off and the likelihood that the people will continue those 
programs on their own with their own funds? 


BASIC PRECEPT OF PROGRAM 


Mr. AnpreEws. The basic precept of this whole program is that it 
is a low-cost, long-time program. No. 2 is that the very slowness of 
our getting under way in many countries is because of our insistence 
on the fact that the countries themselves put in a sufficient amount of 
money so that we work together in the developing of a program. So 
when we withdraw our funds or drop our funds, the thing will go on. 
That is the basis of the whole business, so there will not be a cessation 
of the program when United States aid goes out. 

If I may Mention one instance, as the chairman probably ‘well 
knows, Burma requested, for certain international high policy rea- 
sons, the cessation of the so-called technical assistance program on 
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March 17 of this year, to be effective June 30. We immediately 
stopped our program of recruiting and the whole business at that time. 

The Burmese technical ministry, and the Burmese Government 
itself had hoped that, in stopping the program we would go ahead 
and carry forward the commitments we had already made in the 
country which would involve continuing the expenditure of $10 
million to $14 million. It would take a couple of years for those 
programs to wind up. 

| think our State Department wisely said, “‘No, you have asked 
us to get out of Burma as of June 30 and for those programs that were 
not actually in effect and operating as of March 17, we are going to 
withdraw the funds,” which we have done. 


RETURN TO TREASURY OF BURMA FUNDS 


As the Congress well knows, we are turning back about $10 million 
savings from Burma and offsetting it against our new appropriation 
request. But Burma itself has within recent weeks said that they 
want these programs to go on. Their own parliament has raised the 
money, some $10 million of their own money, they are putting 
behind these projects. The assumption is that they will go on and 
it will not be a disaster from the standpoint of our pulling out. 


GUATEMALA 


Senator Dirksen. I notice for Guatemala that vou show no persons 
for 1954. Is that correct? 

Mr. Anprews. There are nine technicians in Guatemala that 
continue through 1954. There is no increase in technicians. 

Senator Dirksen. What kind of cooperation are you getting in 
Guatemala? 

Mr. Anprews. That is one of those strange situations, sir. Guate- 
mala, you know, is a country where Communists have gained great 
influence, even in the Government itself, and are using this influence 
against the U.S. But this is one program that the rural people in 
particular put so much pressure on the Government that the Govern- 
ment said it must keep it. Actually we are concerned over the 
difficulties of cooperating with any government under communist 
influence but the masses of the people, representing primarily the 
rural people, who are the stable element in that country, are de- 
manding the program. The Guatemalan Government is putting up 
seven times the amount of money in this program that we are. 

Senator ELLENDER. You say seven times the amount? 

Mr. Anprews. lL amsorry, sir. I was speaking too enthusiastically, 
It is about three times. 


ROOSEVELT HOSPITAL CONSTRUCTION 


Senator ELLenper. I think it is less than that unless you consider 
the building the Roosevelt Hospital there which has not been com- 
pleted. What do you propose to do about that? Are there any 
funds included for Guatemala? 

Mr. Anprews. We are not putting money, sir, in the Roosevelt 
Hospital. 
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Senator ELLenper. You have already put about a million and a 
half dollars in. 

Mr. Anprews. That was at an early point. The Guatemalan 
Government is putting in a small part of money in that as time goes 
on and there are some technicians there who are insisting on trying 
to develop the hospital. 

Senator Exnenper. As I remember, we put up $500,000 to start 
with, 

Mr. Anprews. That was a long time ago. 


PREPARATION OF HOSPITAL PLANS 


Senator ELtenper. Yes. Then we agreed to furnish the plans on 
the expansion to 1,000 beds. In that case we were to furnish tech- 
nicians and the technicians are there now at our expense with Guate- 
mala furnishing but a pittance to complete the hospital. That is one 
thing that is causing a lot of trouble there. 

Mr. Cook. No money has been put into this program for the 
Roosevelt Hospital since 1943. You are correct that $500,000 was 
put in at that time. 

Senator Frerauson (presiding). Did we draw the plans and pay for 
them? 

Mr. Cook. We have technicians there. 

Senator FerGuson. Please answer my question. 

Mr. Cook. I am not sure, but I think we did. 

Senator Fercuson. Are you just thinking? 

Mr. Cook. I will have to submit it. 

The Institute of Inter-American Affairs paid the salaries of technicians (archi- 
tects, engineers, draftsmen), who prepared the plans for the Roosevelt Hospital. 

Senator ELLenperR. Mr. Chairman, I am positive we put up $1 
million. The plans to expand the hospital from the 300 beds originally 
to 1,000 beds cost us $1 million. 

Mr. Anprews. That was in 1943 before my time and Mr. Cook’s 
time. At the present there are two technicians helping them on the 
expansion of the hospital with their money. 

Senator Expenper. We have had those technicians there at quite 
an expense for quite a long time. 

Mr. Anprews. That is right. 

Senator ELLeENpER. Of course, complying with our agreement, but 
it strikes me that something ought to be done to push along the 
completion of that hospital. As I said, it is a sore spot. 

Mr. ANprews. Very much. Within the last 48 hours I received a 
report from Guatemala. Of course, they are going to put in more 
and more money in the hospital and speed up thefwork.@ But whether 
the money comes forward, I cannot tell you. 

Senator Ferguson. None of it is authorized. 

Senator ELLenpER. No. 


DELAY ON OBLIGATION AND SPENDING 


Senator Dirksen. How do you account for the delay in obligating 
and spending funds under this program? For fiscal 1952 and 1953, 
it would appear that you had $307 million and $57 million was still 
unexpended. 
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Mr. Anprews. If I might be a little informal, that is the nature of 
this program. If you are going to handle a program of this kina where 
the country itself is going to make contributions and go along with 
you on it, you simply cannot walk into the country and go to writing 
checks. Our system is that first the country asks for the technical 
assistance. There is a general agreement negotiated between our 
Embassy and the proper people in the government, usually the Foreign 
Minister. Sometimes that takes quite a long time. Even after you 
have done that you must begin to talk about the technical people you 
put in there. You never take a whole bunch of technicians. You 
send perhaps one top technician in the field, and he talks with the 
technical people in that country who determine what are the practical 
and basic things you can do together to get that country to help 
itself. 

Senator Ferauson. Do you not know some of those things before 
you make an agreement? 


SELECTION OF PROJECT 


Mr. AnprREws. You never know all the angles. A great number 
of these countries have millions and millions of dollars worth of 
projects, and things they want done. You have to sort out what you 
can do, because there is not enough money and people in the world 
to do all the things that a lot of the countries want to do. It is a lone 
process there of getting the basic program started. After you have 
done that, you must go into the matter of the type of project. Then 
you come to a place where the real test comes and whether they mean 
business or not. 

You say this project is going to cost $500,000, and the United 
States says we are prepared to put up $100,000, and so many tech- 
nicians and you put up your money. 

Senator Ferauson. Would it not be better to find some of these 
projects that were very well worthwhile before you enter into the 
agreement, and then enter into an agreement on the specific projects? 

Mr. Anprews. That would be just spotlighting some isolated 
individual projects. If you are going to raise the standard of living 
of a country, you have to activate millions and millions of little 
people who do just a little bit more a little bit better. You can go 
out on some spectacular thing and on a few thousand acres, put in 
some tractors, and grow some grain and you could make a lot of 
headlines on it. But it would not be a teardrop in the basic problem. 

Senator FrerGuson. Is it not your job to get the people to help 
themselves? 

Mr. Anprews. Yes, sir. 

Senator Ferauson. Can you not pick the projects? 


SELECTION OF TECHNICIANS 


Mr. Anprews. Yes, sir; we do that together. It is a selective 
program. When you get your project, you have to get your tech- 
nicians and after the technicians are selected, it takes usually 6 to 
7 months to get them security cleared and out there, and then you 
begin to talk about material that has to go in there. 
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Senator Fercuson. You do not mean it takes 6 to 7 months to clear 
a technician. 

Mr. Anprews. From the time I find the man that wants to go to 
[ran and I get him out of that place through the orientation, through 
the security, and on the job, the average is a little less than 7 months. 

Senator Fereuson. How long does it take to investigate him? 

Mr. Anprews. I understand the investigation runs about 3 months. 
There is the appraisal and the paperwork. We cannot put a man on 
the rolls until that investigation has cleared him, and getting the 
man out of the country with his family—— 


FBI CLEARANCE 


Senator Fercuson. You say it takes 3 months now for an FBI 
investigation to obtain clearance? 

Mr. Anprews. Yes, sir; it is really the Civil Service at the present 
time. 

Senator Ferauson. The Civil Service takes 3 months to get the 
investigation? 

Mr. Anprews. That is right. 

Senator Fereuson. | certainly will get in touch with them and 
see why it cannot be done in less time. 

Mr. Anprews. I might tell you it is one of our most difficult 
problems. 

Senator Fereuson. Of course, there is another 3 or 4 months that 
vou are talking about that somebody is responsible for. 

Mr. Anprews. That involves the personnel action and the various 
papers that have to go through our Government here. 

Senator Fercuson. You are talking about 4 months. How many 
papers? We hear all this about the redtape and so forth. Why does 
it take 4 months outside of the investigation? 

Mr. Anprews. The investigation does not take in all the paper- 
work. Take a man in Conway, Ark., after he has been cleared, a 
notification goes forward that he is to be hired. Then certain per- 
sonnel action takes place to get him on the payroll. He comes up 
here. Up to now we have been giving these people a 4-week ori- 
entation. 

Senator Fercuson. Then you have 3 months left. 

Mr. ANprews. Then your program here of moving his family out, 
getting transportation abroad, and a whole series of events. I am not 
saying this in a critical sense, but often the investigation takes longer 
than the 3 months. As an average that is about 3 months. 

The actual total clearance time has averaged 5 months of which 
approximately 24% months were required for the Civil Service investi- 
gation as such. 

Senator Fercuson. You cannot hardly blame the investigators for 
taking 3 months if you take 3 months besides his training to get him 
ready to go over. 

Mr. Anprews. All I am saying, sir, is that the procedures and 
transportation take that time. 





TOTAL COST TO GOVERNMENT 





Senator Fercuson. How much do you think it costs to clear a man 
and get him on the boat? 


MUTUAL SECURITY APPROPRIATIONS, 1954 643 


Senator ELLENDER. Suppose we make it more specific, Senator. I 
understand you sent some agronomists to India for a 2-year period, or 
you propose to. How much will it cost the Federal Government to 
not only transport the man there, and pay his expenses, and bac ‘k, and 
how much of the time of 2 years will he devote to agronomy’ 

Mr. ANprews. He will devote more than 18 months. 

Senator ELLenpeR. What cost to the Government altogether? 

Senator Fereuson. Preparing him and shipping him there and back. 

Mr. Anprews. It runs about $20,000. 

Senator Fereuson. Is his salary included in that? 

Mr. ANDrReEws. Yes, sir. 

Senator Ferguson. So the clearance, the training here, and all the 
paperwork and so forth is $20,000 for 2 years. 

Senator ELLENDER. $20,000 a year, I presume you mean? 

Senator Fercuson. That is only $10,000. His salary would be 
that. 

Mr. Anprews. The median salary runs around $7,400 and there are 
certain allowances for his family. It runs something like $11,000 a 
vear for salary and all allowances. 

Senator Fereuson. For just the salary. What about all the 
other, the transportation there, the transportation of his family, the 
transportation of his automobile? 

Senator ELLENDER. And the adjustment for the cost of living. 

Senator Fereuson. Yes; and all this 7 months that you are taking 
here. What is the cost? 


LATIN AMERICAN PERSONNEL TRANSPORTATION COSTS 


Mr. Anprews. The average for the Latin American countries, and 
it would be higher for India and the other places, runs somewhere 
around $4,000 for those transportation expenses. 

Senator Frereuson. Is that one way or both ways? 

Mr. Anprews. Both ways, family down and back. 

Senator Frrauson. What does it cost for this 7 months here, the 
so-called redtape? 

Mr. ANprews. The cost on the 7 months is only the period that 
the man is on the payroll. 

Senator Ferauson. You have all this redtape. You have to have 
the Civil Service make an investigation. You say that takes 3 months. 

Mr. Anprews. Sir, the investigation takes 3 months, but the 
actual clearance runs about 2 additional months on that. The FBI 
or whoever makes the initial contacts does not make the appraisal of 
the individual. 

Senator Ferguson. How much does it cost above salary? 

Mr. Anprews. It costs us $500 to clear a man. 

Senator Ferauson. Plus $4,000 shipping costs totals $4,500. 

Mr. ANprReEws. Yes, sir. 

Senator Ferauson. Will another $500 cover the paperwork and 
so forth of hiring him? 

Mr. Anprews. I doubt it. 

Senator Fercuson. It would cost another thousand? 

Mr. Anprews. Yes, sir. 

Senator Fereuson. So it would cost about $5,500 to send a man 
over and bring him back. 
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Senator ExLenper. That is to South America. 

Mr. Anprews. The other countries are slightly higher than that. 
In other words, if you take the time of the person here that must 
follow through on the recruitment and all that, I think we do well to 
get out with $1,000. 

Senator FerGuson. Does everyone want to take his family to the 
far-off post? Do you not find any man that would like to go for a 
couple of years to do the job and come back? 

Mr. Anprews. There are two reasons for that. It is pretty hard 
to find enough bachelors. It has proven very unsatisfactory to send 
a family man over without his family. 

Senator Ferauson. I am just asking you. 

Mr. Anprews. That is true. We tried in some of the critical 
areas where things can happen, we insist on keeping the families at 
home. We are having considerable difficulty in getting people. Some 
people just will not leave their families. We do find, sir, that if you 
have a man and his wife where their children have been married, 
you can usually get a man and his wife in some of these areas. But 
it is hard to get a man to go alone. 

Senator Ferauson. Have you difficulty in getting technicians? 


DIFFICULTY IN OBTAINING TECHNICIANS 


Mr. Anprews. Not in the sense of whether there are enough 
technicians or not. There is difficulty in getting a man with the 
technical competence plus the human competence—you might say 
the psychological approach or aspect of the thing. This job is a 
creat deal more than just simply knowing how to do something. 
‘ou are dealing with all kinds of cultures. You are dealing with 
people that think and act differently from us. They have different 
backgrounds. Just to be a good technician is only part of the show. 

Senator ELLENDER. What difficulty do you have with respect to 
the knowledge of the language of this technician? 

Mr. Anprews. Of course, wherever you can, it is very important 
to have a lingual ability in the country where you are going. Obvi- 
ousty in the Middle Eastern areas and the Far East that is pretty 
impossible. So there is a period of language training that goes in. 
In the case of Latin America we insist pretty strongly that the man 
is perhaps not completely competent in Spanish, but at least knows 
the basic language. 

Senator ELLENDER. You said a person being hired to work in India 
on the basis of 2 years devotes 18 months to his work. How much 
leave do you give him? 

\M{r. ANprews. He gets the same leave as here. 

Senator ELLENDER. That would be 30 days. 

Mr. Anprews. Yes, sir. 

Senator ELLenpER. That is 2 months right there. How about 
travel time? 

Mr. Anprews. Of course, wherever we can, we send them by air. 


INDOCTRINATION PROCESS 


Senator ELLenNpeR. And indoctrination, how long does that take? 
Mr. Anprews. That is part of the Washington time here. 
Senator Etenper. Is he on the payroll in the meantime? 
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Mr. ANpDrews. When he goes on the indoctrination course he is on 
the payroll. 

Senator ELLENDuR. So that the amount of time spent is considerably 
less than 18 months out of 2 years? 

Mr. Anprews. I would consider, sir, that a man in this indoctrina- 
tioa course is really at work because he is presenting himself for the 
new job. 

A TCA technician is ordinarily required to spend a full 24 months in 
the field before he is entitled to Government transport home. This 
will ordinarily mean he is on the payroll for 2 years and 4 months to 
produce 2 years field work. 

Senator E.LenpeR. | mean the work he gives for the people for 
whom you are hiring him. 

Mr. Anprews. I regard this Washington training as much more 
important than anyone can visualize. The man must be properly 
oriented, and know what he is going into and be prepared to meet these 
problems. ‘They are terrific problems. When you pick a man from 
the average county in the United States and send him to the middle of 
India, the shock is pretty sharp. 


TOTAL ANTICIPATED PERSONNEL 


Senator Dirksen. If this program were rolling in high gear, how 
many people would you use? You say you have seventeen-hundred- 
odd now. 

Mr. ANprews. Something around twenty-four to twenty-five to 
twenty-six hundred. 

Senator Dirksen. I thought you said it envisoned 2,869 for the 
fiscal 1954? 

Mr. Anprews. That is right, including 359 program direction 
personnel in the field but paid from administration funds. 

Senator Dirksen. Would that be on all the fronts, rolling as you 
expect it to roll? 

Mr. Anprews. Yes, sir. 

Senator Dirksen. So it is a little short, then, of 3,000 technicians. 

Mr. Anprews. That is right including all administrative personnel 
in the field. 

Senator Dirksen. Does that include native personnel? 

Mr. Anprews. No, sir; it does not. 

Senator Dirksen. How many indigenous personnel would be added 
to this program? 

Mr. Anprews. You can talk about the two types of indigenous 
personnel. One is the technical and the other is the supporting. 
Very few countries have enough technicians to even match our 
technicians. So the basie job of our technician when he gets to a 
country is to train a local man to work beside him and to train that 
man to step in our man’s place when he leaves. There are about 
20,000 indigenous personnel of various types, including technicians, 
working on these programs. I would say a third of that would be 
very high on the technical side. 

Senator Dirks“n. This program has been underway for 11 vears. 

Mr. Anprews. We are talking about the overall program or the 
Latin American program? 

Senator Dirksen. The Latin American program. 

Mr. ANprews. Yes, sir. 
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PERSONNEL TURNOVER 


Senator Tuyw. Mr. Chairman, might I ask a question at that point. 
What is your turnover in personnel? They stay down there for how 
many years? 

Mr. Anprews. You stay 2 years, and then they are entitled to go 
on for another 2 years, or perhaps a third 2. Our experience in the 
other parts of the world is that 30 percent come home at the end of 
2 years and stay. The rest of them take second hitches. 

Mr. Cook. Latin America is less; it is about 25 percent. We have 
many people who have been down there for 6 to 8 years. 

Senator Dirksen. In that period of time what country down there 
has about gotten to a self-sufficient basis where their own technicians 
can run the show without any help on our part? 

Mr. Anprews. Of course, you are talking about fields of technology. 
Take Brazil, for instance. There is a gigantic health program in 
Brazil. When the truth is finally shown in that, you will find that 
health work in Brazil which was sparked by the old Coordinator of 
Inter-American Affairs, has been one of the real miracles. I think we 
have 5 people in Brazil, and at one time there we had 92 doctors and 
veople in the health program. The health work in Brazil now is 
aad by Brazilians. When I was there a few months ago, I think 
there were 4 or 5 fellows in an advisory capacity only still working 
with them. 

| might say that I discussed with the Brazilian Minister of Health 
about pulling those people out at this time, and I got an awful squall 
about the thing. They want to keep them there longer, because there 
are certain areas yet in which they need their help. 


LOCAL PROGRAM INITIATION 


Senator Dirksen. As I understand the procedure under the so- 
called international development program, it is necessary for the 
country in question on its own to initiate the program, lay out in its 
mind pretty well what the project is, and then request help. Then an 
appraisal is made to see what it will cost, who puts up how much and 
how much people from both sides enter into it. How many of these 
programs are initiated by the TCA, rather than by a country? 

Mr. Anprews. I would say, sir, in all instances TCA is in a country 
because the country has asked for TCA to come in. 

Senator ELLENDER. At our suggestion? You have people who go 
ahead and tell them what they can get from the United States, and 
then they accordingly make their program? 

Mr. ANprews. Senator Ellender, I was not around on this program 
when that was done, if it was done. I had the impression that when 
the announcement of this program was made worldwide, our embassies 
over the world did contact the Foreign Ministers and did say this was 
available. Whether we sent out any missionaries to drum up business 
or not, I do not know, because I was not here at that time. We are 
not doing it now. 

Senator Drrxsen. In one particular field, Mr. Andrews, health, 
the World Health Organization and the Pan American Sanitary 
Commission are also doing work in the field. 

Mr. Anprews. That is right. 
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DUPLICATION OF WORK 


Senator Dirksen. How much duplication is in there? 

Mr. ANprews. There is no duplication as far as actual work 
concerned. ‘The planning is worked out together pretty well and we 
take our various segments of the job. In other words, the World 
Health Organization may have the top advisory post in some country, 
it may assist on the planning, just as you do with the Rockefeller, 
Ford and Kellogg Foundations and we take our part of this total 
program. After it is all said and done, we are only a small amount 
of what a country’s general problems are. There is a conscious and 
a very definite system of exchange of information and planning 
to be sure that we are not duplicating each other, either in personnel 
or actually carrying forward the work. 

Senator Dirksen. I want to make one general observation at 
this point. ‘The last time I was down there, I was astonished first 
of all by the number of graduates of Texas A. and M. that you found 
everywhere in Brazil, the Argentine and elsewhere. 

Mr. ANprews. That is right. 

Senator Dirksen. Men who got good training and skilled in 
livestock and so forth. Their schools are pretty good. 

Mr. ANprews. That is right. 

Senator Dirksen. They have excellent doctors and technicians. It 
would occur to me that after the matter of a decade of effort there 
ought to be some jumping off place somewhere. 

Mr. Anprews. I agree with you. There is a study going on of 
these programs at the present time. You find that you move in a 
certain area and as that project or that system has reached a place 
where you jump off, you close that one out. In developing a country 
and developing an economy there are demands for other things to be 
done. Take in the case of the early days of this program in Latin 
America; they were strong on developing these clinics in various 
places of the area. That was followed by training of people to man 
the clinics. Now the program is moving forward going into the rural 
area where there is no such thing as a clinic, where you attack the 
sanitary water supply and the insect carrying diseases through DDT. 


STUDENT EXCHANGE 


Senator Tuyn. Mr. Andrews, do you have any student exchange 
from that area? 

Mr. AnpreEws. Yes, sir. 

Senator Tuyr. When these students return to their countries, can 
not they fill the vacuum of the need? 

Mr. ANpreEws. They do, sir. The trouble is that there are so few, 
and so many are needed. If the Senator would like I can read into 
the record exactly what has happened to these trainees in the last 10 
years, and what jobs they are holding back in their country. 

Senator Ture. It would be well if the record were to show the 
number that are in there, and the number of students that we have 
under training in this country, now. 

Mr. Cook. May I make one comment? We do not bring the man 
here as a student. We do not give them an academic degree. We 
give them a short period of technical training in the United States 
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usually not more than a year, so they can go back and take the place 
of the United States technician. 

Senator Tuyr. You pay that out of TEC funds? 

Mr. ANDREws. Yes, sir. 

Senator Tuyr. How many men have you up here getting this 
technical traming? 

Mr. Cook. I would say we have about 400 in the United States at 
this particular time. 1 will give you the exact figure. That is an 
estimate. 

There were 452 persons from Latin America receiving training in the United 
States under the technical assistance program on June 30, 1953. 

Senator Tuyr. And they are now receiving that technical training 
in all various fields? 

Mr. ANprews. Yes, sir. 

Senator Tyr. And they are supposed to go back ? 

Mr. Anprews. That is right. 


STUDENT COSTS 


Senator Tuyr. What does that student cost you a year in this 
country? 

Mr. Anprews. The average, including the estimated domestic 
program costs of the United States Government departments and 
agencies, was $3,200 for 1952, and our costs for 1953 were $3,200 per 
tramee. 

Senator Ferauson. Do you pay them a salary? 

Mr. ANprews. No, sir. 

Senator Ferauson. Do you bring his family? 

Mr. ANnprews. No, sir. 

Senator Tuyr. You have 400 here now? 

Mr. Anprews. That is right. 

Senator Tuyr. You have at the same time how many Americans 
down there that are assigned to this work? 


TOTAL LATIN-AMERICAN TECHNICIANS 


Mr. Anprews. In the Latin American as of June 30, we had 660 
United States technicians in Latin America working on these programs 
in the 19 countries 

Senator Tuyr. So you would have 400 up here in special training, 
and you have about 6 plus down there doing the technical work? 

Mr. Annrews. That is right. 

Senator Tuyr. And this has been going on for a period of 11 years? 

Mr. Anprews. That is right. If the chairman wishes, I will read 
into the record only one country out of the 19 as to what happened 
in the trainees. Of 81 trainees—this is El Salvador, a very small 
country—who participated in the overall training program prior to 
fiscal 1952, 4 are undersecretaries of ministries of government, 27 rose 
to be division chiefs in various ministries, 14 became professors in the 
national university, 6 opened private businesses, and many more 
occupy positions in the Government and private life. That is typical 
of our training program. 

The point I want to make here is that in the first place, the training 
is tied into the program that is carried forward. Most of these people 
return to take part in carrving the program. 
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Senator THyr. How many years do you foresee we are going to be 
in that field? 

Mr. Anprews. Sir, I would say that so far as the Latin American 
countries are concerned—this purely is a personal view on it because 
what our Government decides with reference to Latin America will 
depend a whole lot on this program—I would say this program is now 
at its ) pe “ak in money, and ought to begin to taper off over about the 
next 5 years to pretty well the place where it will continue to ¢ arry on. 

Senator Dirksen. What part of these funds are for capital invest- 
ment? 

Mr. Anprews. None whatsoever. 

Senator ELuenper. You mean of the $400 million? 

Mr. ANprews. No, in the case of Latin America. 

Senator Ferauson. How about any other funds from any other 
appropriation? 

Mr. Anprews. In Latin America, none. I am talking about 
American appropriations in Latin America. 


BRAZILIAN HEALTH PROGRAM 


Senator ELLenper. Let us take Brazil that you mentioned a while 
ago. 

“Mr. Anprews. Yes Ss, sir. 

Senator ELLenpER. You mentioned the health program. Do 
you know what the proportion of the money we put up in contrast 
to the Brazilian Government now is as far as health is concerned? 
Let me give it to you. The United States Government makes direct 
contributions of $300,000, the Brazilian Government direct contribu- 
tion is $822,000. Additional United States « ‘xpenses, apart from the 
$300,000, salaries of United States technicians, $247,142, salaries 
of local employees paid by the United States, $16,058; other expenses, 
$105,000, that is for medicine. 

There is a total of additional expenses of $368,200. The ratio 
of direct contribution is United States, $1 to $2.70 for Brazil, but 
when you add the United States expenses I have just mentioned for 
technicians and so forth, the proportion is for every United States 
dollar we put up, Brazil puts up $1.20. 

Mr. Anprews. That is in the health servicio. 

Senator ELtenperR. You said you were ready to pull out on all of 
that in Brazil, but we are doing as much as they are at the present, 
and the program has been going on for years. Take in the case of 
Peru—-— 

Mr. Coox. Senator, may I comment? 

Senator ELLenper. All right. 

Mr. Cook. I think those were direct contributions by Brazil. 


FUNDS FOR MEDICINE 


Senator ELLenper. That is right. You said no capital investment, 
but we spent $300,000 in Brazil to buy medicine. 

Mr. Anprews. That is not a capital investment? 

Senator Ettenprer. I know what a capital investment is. You 
mean something permanent. If you buy all kinds of medicines and 
various things to equip the health center, that is not a capital invest- 
ment. 
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Mr. Cook. That is not a capital investment in our mind. 

Senator Etutenper. It is not? What do you call a capital invest- 
ment? 

Mr. Cook. We try to supply enough demonstration material so 
that they can show the people how they can work within the frame- 
work of their own country. We supply the medicines and show how 
to make the innoculation. There is another point I would like to 
make if you allow me, sir. 

Senator ELLENDER. All right. 

Mr. Coox. You quoted the direct contributions. There are a 
number of what we call third party contributions, contributions 
from local governments and private individuals who contribute 
directly to this program. ‘That is ineluded as a part of the contri- 
butions. I think it bas to be when you consider the whole story. 
So in our estimate we do include the third party contributions, because 
it is a part of the overall program. We like to get the local people to 
contribute. 

PERSONNEL IN BRAZIL 


Senator Exuenper. Take the whole point 1V program in Brazil. 
\ccording to figures I have before me, there are 2,348 people employed 
in Brazil of which 93 United States employees and 63 local employees 
are paid out of United States fwads, 388 are paid out of the local 
government funds, but out of Servicio, which as you know is a co- 
operative that is operated on a iocal basis, but with us contributing 
anywhere from 10 to 50 percent of the money to operate it, 1,804 
employees are paid; is that correct? 

Mr. Anprews. That is correct. 


GIBBS-HILL ENGINEERING CONTRACT 


Senator Ertenper. That makes up this total of 2,348 employees. 
Now, going back to capital investments, I found that Gibbs-Hill 
engineering contract was entered into in Brazil whereby we spent 
during the fiscal year of 1952, $250,000, and during the fiscal year of 
1953, $370,000, to pay a firm of engineers not to furnish technical 
assistance, but to actually draw the plans and specifications in order 
to put some kind of improvement in Brazil. Do you think that comes 
within the purview of the point 4 program? I want you to tell this 
committee whether or not you think the payment by our Government 
of $610,000, not to furnish technical assistance, but in order to prepare 
plans and specifications to improve the harbor, I believe, in Rio, 
and for power and railroad projects comes within the purview of 
technical assistance. 

Mr. Anprews. The Senator is talking about the Brazilian Joint 
Commission which did not even come over to the ILA or Institute of 
American Affairs supervision until January 12 of last year, I believe. 
This was a joint Commission set up by our Government and the 
Government of Brazil to survey and make a study of the development. 

Senator Fercuson. Where did they get their money? 

Mir. ANprews. The money was appropriated by this Congress, sir. 

Senator Frreuson. Directly to them or through your appropria- 
tion? 

Mr. Coox. Through this appropriation. 

Senator Etuenper. It is TCA. It is all through TCA. 
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Senator Fnrauson. Then why do you tell us that it is outside if it 
is getting its money from you? 

Senator EL.Lenper. I could keep this committee busy here for 2 
days on things along the same line. I want you to answer my ques- 
tion as to whether or not you think it is within the purview of TCA 
as we know it for this Government to pay $610,900 to a firm of private 
engineers to go to Brazil and draw up plans and specifications in order 
to erect some harbor or other facility at Rio. 

Mr. Anprews. I say it is within the purview of the act. I say if 
it is the wish of our Government to carry on a thing of that kind, 
it is certainly a legitimate expense of this money. 

Senator ELLENDER. | wish you would show me in the act where it is. 

Senator Fercuson. Is there any money in this appropriation to do 

similar thing? 

Mr. Anprews. In Latin America? 

Senator Fercuson. Yes. 

Mr. Coox. The Gibbs-Hill contract was terminated on June 30. 
There is no money in this 1954 program. 

Senator ELLENDER. They completed the work? 

Mr. Cook. No. / 

Senator Ferauson. Is there any similar project here in this appro- 
priation? 

Mr. Cook. No, sir, for 1954, that I know of. 

Senator Fereuson. You would know if it was there? 

Mr. Coox. Yes, I would. 


FUNDS FOR CAPITAL INVESTMENT 


Senator Fercuson. Is there any appropriation in here for something 
that relates to capital investment? Certainly the drawing of the 
plans to go into a capital structure is a part of that capital investment. 

Mr. Cook. Certainly there are things in the program that related to 
capital investment. 

Senator Ferauson. Will you point them out? Make a list of them 
and put them in the record as to how they relate to capital investment. 


PERU AGRICULTURAL SERVICE 


Mr. Coox. It is an indirect relationship, The act calls for our 
stimulation of private enterprise in those countries. Indireetly it 
does contribute, In Peru, which Senator Ellender mentioned, as a 
result of the work of the program conducted by the agricultural 
servicio in that country, one of the American firms established a 
mixing plant for insecticide and pesticides. They give great credit 
to the program for enabling them to establish it. We had no direct 
connection with it. The demand was created; therefore they came in. 

(The information referred to follows:) 

Capital investment—not by the United States but by Latin American 
investors—is the aim of many technical assistance projects and a byproduet of 
others. In all cases it is a healthy objective of any technician to encourage gov- 
ernments or individuals to find ways to unlock the treasure chests of local capital 
large or small. It is a travesty for Latin American capitalists to invest their 
funds in the United States and then see their own governments borrow from the 
United States private organizations, the United States Government, or world 
organizations for their own country’s development. 
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In all cases United States participation in capital investment is indirect. No 
technical assistance funds are loaned or otherwise made available for capital 
expenditures. The effort is to build toward a better climate for investment; 
that is, to create a basis for development that reduces the risk of failure of an 
enterprise. 

AGRICULTURAL DEVELOPMENT 


The introduction of insecticides and the training of local technicians to use 
them will reduce the risks inherent in opening up new agricultural productions. 
Training of mechanics and machine operators in an area will reduce the need for 
hand labor which limits agricultural expansion, especially in areas of sparse 
population. Demonstrations of utilization of forest products in a jungle-clearing 
project to reduce the costs of operations increase the chances of encouraging local 
capitalists to invest in the development of new areas. 

In all such projects the only expenditure that can be related to capital invest- 
ment are the funds paid out for demonstration equipment, usually disbursed 
from a cooperative joint fund, and for salaries of the technicians who provide 
leadership in the demonstrations. 


INDUSTRY, TRANSPORTATION, AND GOVERNMENT SERVICES 


The only circumstances under which the Institute of Inter-American Affairs has 
provided or contemplates providing appropriated funds for projects related to 
capital investment are basic engineering surveys to determine the feasibility of 
proposed capital investment projects. These engineering surveys are carried out 
through contracts with private United States engineering firms whose responsibility 
to the point 4 program is to serve as technical staff in helping to ascertain whether 
or not a project important to the economic development of a country is practicably 
sound. Examples of these are: (1) Preliminary surveys of hydroelectric power 
possibilities; (2) preliminary feasibility surveys for mineral resource development; 
(3) surveys of the needs incident to extension and rehabilitiation of transportation 
facilities; (4) preliminary surveys of industrial development potentialitics in 
extremely underdeveloped countries whose major problem is producing basic 
necessities for home consumption. 

xamples of these from the past experience of the Institute of Inter-American 
Affairs are (1) Gibbs & Hill contract, the purpose of which was to give Brazil 
technical aid in determining what specific railroad, power, and port facilities 
should be developed in the interest of most rapidly promoting private industry 
in Brazil, and on a demonstration basis selecting certain projects for careful de- 
development and presentation. The capital to carry out the projects so developed 
comes from (a) Brazilian sources, (b) private industry, (c) banks, principally the 
World Bank and the Export-Import Bank. (2) The survey made for the Insti- 
tute of Inter-American Affairs by the Corps of Engineers of navigation problems 
on the Paraguay River, the purpose of which was to determine the feasibility of 
a barge line to service Paraguay, the capital for which to be obtained from inter- 
ested private United States and Paraguayan investors and public lending 
institutions. 

None of these projects provided for plans and specifications for specific capital 
structures on the basis of which construction or equipment purchasing could 
proceed. They are the necessary preliminary studies to determine economic 
feasibility and which, if the project is found economically feasible, must precede 
the drawing of plans and specifications. They are the essential catalyst to the 
initiation of important economic development activities. Without technical 
assistance these surveys cannot now be carried out. We anticipate, however, 
following short demonstration periods, such as those completed through Gibbs 
& Hillin Brazil, that the various Latin American countries will become competent. 
to carry out these essential preliminary surveys without further technical aid. 
When it comes to plans and specifications for specific capital structures, it is 
clear that these should be and are the sole responsibility of those private interests 
who undertake responsibility for the development and carrying out of such 
specific enterprises. 

EDUCATION 


In all of the edueation programs no United States technicians are engaged in 
drawing plans for the construction of school buildings. At times they may give 
advice after studying plans prepared by architects employed by the host govern- 
ment. In some instances nationals of the host country, working for the servicio 
but paid from funds contributed by the host country, may be engaged in drawing 
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some plans for small structures. This does not involve the expenditure of any 
money contributed by the United State . No plans for fiscal year 1954 change 
this policy. United States technicians are all employed to train nationals of the 
host country to carry on the educational pregram. We hire no one to build 
buildings or to draw plans. 


A DRGaEe 


HEALTH AND SANITATION 


The plans and specifications for practically all of the construction work under- 
taken under servicio projects have been drafted by national technicians who 
are employees of the servicios, not of the Institute of Inter-American Affairs. 
In most cases the United States technician associated with the work gives technical 
advice, criticism, and suggestions; also reviews and approves the final plans. He 
rarely prepares thera, certainly not the detailed plans necessary in most con- 
struction work. 

Senator Fercuson. Did you furnish plans and specifications? 

Mr. Cook. No. 

Senator FerGuson. What did you furnish for that? 

Mr. Cook. We furnished nothing at all except that through our 
program the Peruvian farmers learned the value of using insecticides 

and pesticides. 

Senator Fercuson. [ do not consider that being part of the capital 
investment. 

INDUSTRIAL PRODUCTIVITY SERVICE 


Mr. Cook. That is indirect. The other thing is that we do have 
several what we call industrial productivity services to help the 
medium and small business in those countries. 

Senator FrrGuson. What is the money in here to help small busi- 
ness. The small business of America has had lip service for many 
years, but no actual aid that I can see. 

Mr. Anprews. It is the small business of these countries. 

Senator Ferauson. That is what I mean. What are you giving 
small business? 

Mr. Cook. We are not giving anything to them, except the service. 
We have industrial productivity centers in Brazil, Chile, and El 
Salvador. 

Senator Ferauson. What is that, an office? 

Mr. Cook. An office with 2 or 3 technicians. 

Senator Fercuson. Engineers? 

Mr. Cook. We try to get engineers. 

Senator Frrauson. Architects. 

Mr. Cook. Not architects. Industrial engineers. 

Senator Ferauson. They give advice only? 

Mr. Cook. That is right. 

Senator Fereuson. They do not draw plans and specifications? 

Mr. Coox. They provide contact between that country and the 
United States to get the United States know-how down there. 

Senator Frerauson. That goes as private enterprise? 

Mr. Cook. I would say that is indirectly connected. 

Senator FrrGuson. The people they get to come down is not 
under your program? 

Mr. Cook. That is right. 

Senator Ferauson. It is under private enterprise? 

Mr. Cook. That is right. 

Mr. Anprews. In order that we might be sure we are confining 
this discussion to Latin America, I do want to say that in other 
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areas engineering firms are being employed with TCA funds to draw 
plans and specifications for developments which will require in the 
future private capital or international loan investments. 


CONTRACTS WITH PRIVATE ENGINEERS 


Senator Dirksen. Could you insert in the record at this point 
all the contracts in which TCA has engaged with private engineers 
firms, who they are, what country they are operating in, the cost 
of the contract for services, and the nature of the project? 

Mr. AnprReEws. Yes, sir; we have that. 

(The information referred to follows:) 


Information on contracts requested by Senate Appropriations Committee 
I. BRAZIL 


(A) JOINT BRAZIL-UNITED STATES ECONOMIC DEVELOPMENT COMMISSION 


Name of engineering firm | Nature of work contracted for— Amount 
-——$ $$ $$ | | 
Gibbs & Hill, Inc., New York, | To provide engineering services to the | Fiscal year 1951_... $100,000 
; Joint Commission requisite to the devel- | Fiscal year 1952_... 300, 000 
opment of sound projects in the fields of | Fiscal year 1953 . 175,000 
transportation and power development —-- 
for Brazil by providing highly special- Total. .___.__ 1 575, 000 


ized consultants and technical materials, | 
| services and backstopping from New 


York. 
Drying Plant Engineers, Inc., | To provide engineering services required 18, 000 
Washington, D, C. | by the Joint Commission for the sound 


development of projects related to | 
problems of terminal storage and ware- 
| housing. 


| An average cost per fiscal year of $191,667. 


In comformity with the aims and objectives of the Joint Commission and within 
the Act for International Development the United States Government entered 
into contract with the firm of Gibbs & Hill, Inc., as the soundest possible method 
for obtaining the highly specialized engineering services required for the selection 
and development of the most economical projects in the field of transportation 
and power vital to the economic development of Brazil. 

Forty projects and loan applications have been developed by the Joint Commis- 
sion, most of which were developed with the engineering services provided by 
the contract (at a cost of $575,000) calling for financing, both from abroad and 
from Brazil sources (cruzeiros) amounting to approximately 380 million United 
States dollars from outside sources (IBRD, Export-Import Bank), and approxi- 
mately 13 billion cruzeiros (or the equivalent of USC Y$100 million) to be financed 
locally. This amounts to a total program of $1 billion to be made available 
by Brazilian and foreign banks in the forms of loans. The preparation of this 
program will complete the Joint Commission’s part in demonstrating through 
this joint operation the soundest methods necessary in the selection of projects, 
the provision of basie technical and engineering information, economic analysis 
and justification, as well as the integration of all of these elements into loan 
applications fully justified and acceptable to the loaning agencies. This demon- 
stration will facilitate and enable the newly constituted Brazilian Development 
Bank to take over and continue this work when the Joint Commission is dissolved 
sometime within the next 2 months. 

ihe relationship of the cost of this contract to the ultimate cost of the project 
might best be explained by the ratio of the number of Brazilian personnel assigned 
to assist the engineers working under the contract. This ratio is five Brazilian 
workers to each United States engineer consultant, i. e., Brazilian engineers, 
statisticians, clerks, interpreters, stenographers, etc. ‘ihe Brazilian Government, 
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in addition to the costs of salaries, etc., of the Brazilian workers, also supplies 
local transportation costs, office space, equipment and facilities necessary to the 
work of the United States consultants under the contract. 

* * * “ % * x 


The services of the Drying Plant Engineers, Inc., paralleled that of the firm of 
Gibbs & Hill, Ine., in providing engineering services and technical guidance 
within a more limited field, i. e., that of grain storage techniques and facilities 
vital to the proper storage, distribution, and handling of grains and perishables in 
Brazil. ‘The relationship of contract cost to that of ultimate cost of the project 
can again be related in terms of the ratio of 1 United States technician to 5 
Brazilians, and the additional contribution by the Brazilian Government of costs 
of transportation within Brazil, office space, clerical assistance, ete 


(B) TECHNICAL ASSISTANCE (OTHER THAN JOINT COMMISSION) 


1. Public Administration 


Public Administration Service, Chicago, Ill—Management consultant services 
(5 man-years) to Presidential Commission and the top Brazilian administrative 
agency (DASP) to develop and propose a new classification and pay plan for the 
Federal service covering approximately 200,000 employees, assistance to State 
of Sao Paulo Civil Service Commission in establishment and initial operation of 
position classification, testing and training programs, covering approximately 
65,000 employees, and survey of organization and methods of the Institute of 
Retirement and Pensions of Commercial Employees. 

United States contract cost is $100,000 and Brazilian contribution is estimated 
to be approximately $120,000, which includes payment of local travel, office 
space, equipment, supplies and salaries of Brazilians with whom the United 
States technicians are working. Estimated total cost of projects to both the 
United States and Brazil is $220,000. 


Industrial engineering contracts 


Il. BRAZIL, CHILE, AND EL SALVADOR INDUSTRIAL PRODUCTIVITY 


Cost 
Name of contractor Nature of work of con- 
tract 
Barnes Textile Associates... The provision of 1 consulting textile engineer for 3 months, plus $8, 470 


engineering services of the firm. 
abi The provision of 2 consulting needle trades engineers for 3 17, 590 

months each; 1 specialized in wool garments, 1 in cotton and 

rayon garments, with technical supervision and support of 

the company. 

A. T. Kearney & Co__. The provision of 3 consulting engineers for 3 months each. 1 29, 450 
specialized in metal fabrication, 1 in wood fabrication or 
chemical processing, and 1 marketing specialist with a back- 
ground in design and distribution techniques, together with 
backstopping services of the firm. 

Methods Engineering Council | The prevision of 3 consulting engineers for 3 months each, plus | 29, 560 

engineering services of the company. 1 methods engineering 

instructor, 1 specializing in plant layout and materials hand- 

ling for machine shops and sheet metal assemble shops, and 1 | 

marketing and distribution specialist. 

John A. Patton Management | The provision of 2 consulting engineers for 3 months each, to- 17, 040 

Engineering, Inc. gether with engineering standards supplied by the firm. 1 
specializing in supervisory and management training and 1 
specializing in wage incentive and wage-payment systems 


S. J. Capelin Associates_ 


Edmund A. Pratt, consulting | The provision of | consulting industrial engineer for 3 months 5, 920 
engineer. who specializes in standardization, specialization, and simpli- 
fication. 
Wolf Management Engineer- | The provision of 1 consulting industriel engineer for 3 months 8, 520 
ing Co. who specializes in wood products fabrication, with technical 


guidance and engineering data supplied by the company 


The consulting engineers provided by the contracts the ITAA maintains with 
certain American industrial engineering firms provide the regular staffs of the 
ITAA Industrial Productivity Servicios with specialized assistance in the work 
they are doing to raise the efficiency of small and medium industrial enterprises in 
certain Latin American countries. The consultants sent to the field follow a dual 
approach: they (1) survey the existing manufacturing methods in a given country 
within their area of industrial specialization, and (2) they aid the permanent staffs 
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in establishing demonstration projects and in suggesting improvements in specific 
plants. The capital funds necessary to make the changes recommended by the 
consultants in the field will come entirely from the manufacturers themselves or 
other local private sources. The cost of the consultants furnished through the 
ITAA contracts will represent an infinitesimally small part of the total costs of the 
factory improvements which will result from the work of these consultants. 

It should be pointed out that these short-term industrial consultants represent 
merely one phase of the industrial productivity programs in Brazil, Chile, and 
El Salvador. In terms of the total costs of each program, in each instance the 
host country matches United States funds in at least a 1 to 1 ratio. 


Ill. CUBA, KENAF DEFIBERING RESEARCH 





contract 





7 ; 
Name of contractor Nature of work Cost of 
} 





George M. Bolilman & | Under the terms of the contract negotiated between the George W. | $34, 000 
Co., Inc. Bollman & Co., Inc., and the Institute of Inter-American Affairs, an 
| investigation has heen conducted by this company during the past 
| year (June 1952 to June 1958) to provide the much needed basic tnfor- 
mation for progress toward commercial development of a kenaf fiber- 
producing industry. Much research has been done in various quar- 
ters to Improve the production of kenaf fiber; a great dearth of 
information existed, however, on the defibering processes. Bollman 
Co. has carried on research at its laboratories involving the study of 
certain basic mechanical elements and their relationship to the kenaf 
plant structures. The purpose was to determine first the kind of 
machinery needed to do the job, and secondly to design the machines 
to meet the need. 
| The final report from the Bollman Co. received at the close of the fiscal 
| year indicated that unexpectedly good results have been yielded dur- 
ing the very short period of research. A kenaof defibering machine 
has reached the blueprint stage and wili be constructed in Cuba as 4 
pilot-plant study for furthering this investigation. 50 percent of the | 
| 


cost of constructing the machinery is being borne by the Cuban | 

|} Government. According to reports from tne Boltman Co. great 

interest in the results of this research kas been expressed by growers | 
| and processors from Colombia, Mexico, and the United States, in 

| addition to Cuba, 

| The U. 8, Department of Agriculture, which cooperates in the conduct 

of the kenaf research, has recommended the continuation of the Boll- 
man contract in fiscal year 1954 at the present rate which is approxi- 
mately $34,000. Since it was impossible for us to make any such 
commitment, we have deferred the consideration of a renewal of the 
contract until after the 1954 fiscal year appropristion is made avail- 
able. While the results of the Bollman research during this past 
|} year have been most gratifying, much work still remains to be done 
to develop defibering machinery for the commercial production of 
kenaf. 

Total cost of fesearch on kenaf production tn fiscal year 1953 (not in- 
cluding host Government contributions of $100,000) amounted to 
$182,000. This figure includes $15,000 as the United States contribu- | 
tion to a joint fund for the construction of an improved decorticating 
machine. The cost of the Bollman contract ($34,000) represents 18.6 
percent of the total cost of the kenaf project in fiseal year 1953. 
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SAUDI ARABIA RAILROAD 


Senator Tuye. Mr. Chairman, right at that point, in the Near 
East, a private railroad firm was constructing a railroad. 

Mr. Anprews. Saudi Arabia. 

Senator Tuyr. Yes. After you got into the field you assumed the 
responsibility of continuing the plan. 

Mr. Anprews. No; 1 do not think so. 

Senator Tuyr. You have $350,000 as a budget item to continue the 
planning of the further construction of that railroad. 

Mr. Anpkews. It is the planning side of it. 

Senator Tuy. Yes, | know. Here was an American oil firm that 
was proceeding with the project, and they had constructed about 350 
miles of railroad, and then instead of that American firm going on and 
making the additional and further plans, TCA funds went in there and 
were budgeted to the amount of $350,000 to develop further plans, and 
the railroad itself was constructed before TCA got in there. 

Mr. Anprews. The Saudi Arabian Government is constructing 
that road, and this is a continuation, as I understand it, of the railroad 
which the Saudi Arabian Government will pay for. This is an engi- 
neering service. 

Senator Ture. While the company had constructed 350 miles 
under their own initiative, whey would TCA funds be allocated to 
continue the study? 

Mr. ANprews. They were through as far as | know. There is 
quite a little deal there in the Government and the firm which I 
would rather not discuss in an open hearing. I would be very glad to 
give the Senator the complete details on that. 

Senator Ture. I think a detailed explanation is necessary because 
it does seem as if TCA funds were allocated when they became 
available, whereas before they were made available, the American 
railroad firm or oil company was just going on with the project, and 
as soon as TCA funds were made available, instead of vou going ahead 
to aid that country in some development, you go in with $350,000 
to do the initial planning for the further construction of this railroad. 
So there again Federal funds step in to make a contribution to what 
a private company had been engaged in. 

Mr. Anprews. I would like to supply the committee with the 
complete details of that, because it is a ticklish situation which I 
would rather not bring out. 

(The information referred to follows:) 


Saupi ARABIA RAILROAD 


There is a railroad from Dammam on the Persian Gulf to Riyadh, capital of 
Saudi Arabia. The Saudi Arabian Government, in order to better unify the 
country, desires to extend this railroad from Riyadh to Jidda. 

In order to construct the section of the railroad between Dammam and Riyadh 
the Saudi Arabian Government, acting through the American-Arabia Oil Co., 
contracted for a survey and requested bids for construction. ARAMCO bids 
and cost estimates were much lower than any other bids received. The Saudi 
Arabian Government then requested ARAMCO to undertake the construction 
of this section of the railroad for the Government. ARAMCO constructed the 
railroad and placed it into operation and in January 1953 turned the operation 
over to the Saudi Arabian Government. 

Since this section of the railroad has a direct influence upon the operations of 
ARAMCO, the company believed that supplying such technical advice to the 
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Government was appropriate. However, the company did not believe that it 
should become involved in supplying technical advice to the Government other 
than in programs or geographic areas directly affecting the company’s operation. 
At this point the Saudi Arabian Government requested the technical advice and 
assistance of the United States Government in extending the railroad from 
Riyadh to Jidda. TCA agreed to assist the Saudi Arabian Government by con- 
tracting with an American company to make a survey of a railroad route between 
Riyadh and Jidda. It is anticipated that this report will be ready for submis- 
sion to the Saudi Arabian Government in September 1953. 

The completion of the construction of the railroad from Dammam to Jidda is 
of strategic importance to the United States. As a matter of fact, the original 
suggestion for this railroad came from the United States during World War II. 
Furthermoie, the railroad project will enable the Saudi Arabian Government to 
extend the present system to transcontinental proportions. The extended rail- 
road will have the political effect of finally unifying the country into a single 
entity. It will also have importance as a means of transporting military materials 
to the Dhahran Airfield and to the Al Karj military establishment now under 
construction. The railroad will increase the military potential of this area. 

Senator Ture. I think we should have the details in the record. 

Senator Ferauson. In an executive session? 

~ rr 

Senator Tuyn. Yes. 

Senator Drrxsen. In the interest of time, why not move on to the 
Near East? 

Senator ELLtenper. Mr. Chairman, I would like to highlight a few 
countries in South America, since that question has been brought 
up, and then ask the witness the extent to which he proposes to 
operate this program in other countries as was the case in South 
America. 

PERUVIAN SERVICIOS 


Now, take Peru. In Peru you have five servicios which are to us 
cooperatives. Now, 2,500 people are employed to operate these 
servicios. 

Mr. Anprews. You are referring to the total local employees? 

Senator EL.uenper. Yes. I am talking about the whole outfit. 
The point I want to make is that we contribute to the payment of the 
whole outfit, as you know. Now, the agricultural servicio has a 
machinery pool. We furnished machinery at the beginning. 

Mr. Anprews. Right. 

Senator ELttenper. The Peruvian Government furnishes some. 
After that the Peruvian Government borrowed from us $1,300,000 
and increased that pool 

Mr. Anprews. That is right. 

Senator ELLenpEeR (continuing). So as to have available to all 
farmers in Peru machinery such as bulldozers, piledrivers, and so 
forth, to run on a cooperative basis. This cooperative owns ricemills, 
it owns a sawmill, for which we are contributing to the operation. 
They own a big sheep ranch of 35,000 acres, and they own a big 
cattle ranch in the jungle out there for which we are contributing. 
That is a capital investment. Do you think that was ever contem- 
plated in the point 4 program, as you know it? 

Mr. Anprews. I can tell the Senator very frankly I went into the 
problem you are talking about very strongly last year because I have 
a feeling that the servicio you are talking about is getting too big. 
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SERVICIO OPERATING CASE CITED 


Senator ELLENDER. If ever there was a case of socialism, there it is. 
It is owned by a state agency, and the contributions are made by the 
local government as well as our Government. Let me point out what 
that contribution was. The total operating expenditures for 1953 
of this one servicio was $2,667,000. They sold seed and other things 
they grew on these farms amounting to $800,000—and, by the way, 
there is no accounting of that; it is just ploughed back into the 
services, and there is absolutely no accounting as to how that money 
is spent or where it is collected from. 

It left a net operating amount of $1,867,000. Now, our direct 
contribution toward this servicio was $200,000, and cost of technicians 
$200,000 to that one servicio, or a total of $400,000. The ratio was 
$1.00 United States to $4.50 Peruvian, approximately. That is for 
this agricultural servicio wherein they operate these farms and various 
other things. 

Now, there is another agricultural servicio which does extension 
work. In that case we contribute $110,000. That is direct contri- 
bution. The Peruvain Government, $250,000. But our additional 
expense for technicians is $90,000, so that the ratio between what the 
Peruvian Government furnishes us and us is 1 to 3.25. 

If you add these additional expenses, those we put up for technicians, 
itis1 to1l\. 

Rut I want to ask you again, Mr. Andrews, whether or not a ser- 
vicio operated in such a way as that is within the purview of the 
point 4 program as you understand it. 

Mr. Anprews. I would say, sir, yes. 

Senator ELLENDER. And you propose to continue such a program 
under your administration in the other countries the same as you have 
had in Peru and Brazil? 

Mr. Anprews. I will say this: Within the last year I have looked 
into this very particular thing. I have recommended certain things 
to be done with reference to that particular problem. 

Senator ELtenprer. When did you start thinking about it? 

Mr. Anprews. Last July. 

Senator ELLtenper. Last July? 


RICEMILLS 


Mr. Anprews. Yes, sir. And within the last 2 weeks we have 
made other steps along that line. If I may go back just a moment. 
Take the two little ricemills the Senator is talking about: There is 
not a dime of American money that went into those ricemills. There 
was a technician, a man who knows how to rehabilitate 

Senator ELLeENpDER. Just a minute. Those two ricemills were put 
up by that servicio. 

Mr. Anprews. That is right. 

Senator ELtenper. How can you say none of that money was 
ised to buy the ricemills? Whom do you think you are talking to? 

Mr. Anprews. The money spent was Peruvian money. 

Senator ELLenpEr. No, sir. Our money was put in the pot, 
just the same as the Peruvian money was, and that money was used 
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in order to buy these ricemills and also the sawmill. If that is not a 
capital investment, what is? 

Mr. Anprews. It is a Peruvian capital investment, sir, but the 
point I would like to make on that is what was the objective of that 
operation and what was the result of it? 

Senator E_Lenper. In that connection let me say this to you: 
[ have no criticism at the moment to lodge against the operation 
of it. I think that they did a good job out there, but it is not within 
the purview of TCA, and if you should advocate the operation of 
projects in other parts of the world on the same line as you have in 
Peru, and as you have in Paraguay and other South American coun- 
tries, you are going to break this Government; that is what you are 
going to do, because we cannot afford it. 


CREATION OF SOCIALISM 


Senator Frercuson. Do you think that that kind of conduct is 
sponsoring free enterprise in the world or is it creating socialism? 

Mr. Anprews. It is not creating socialism, sir, in my honest opinion. 

Senator Frrcuson. This is a Government-operated project. 

Mr. ANpReEws. It is a servicio-operated project, and it was done 
for the partic cular purpose. There were a couple of mills in_ this 
particular area where rice producing had gone out of business. They 
had been operated by private enterprise. 

Senator Frrauson. Is this, now, socialism or not, the way it is 
operating there? 

Mr. Anprews. Sir, I am not an authority on what is socialism and 
what is not. 

Senator Ferguson. Then how do you operate this project if you 
are not an authority? Don’t you think you ought to become an 
authority as to whether or not the thing is sponsoring socialism 
or the private-enterprise system? 

Mr. Anprews. I can show vou where this is not promoting socialism. 

Senator Frerauson. You just told me you did not know in effect 
what socialism was. 


INCREASED PRODUCTION OF RICE GROWERS 


Mr. Anprews. I can say this then, it promotes private enterprise 
in that it has enabled about 1,250 little rice farmers who were going 
out of rice production, who have had practically nothing and were 
isolated down there, to rebuild their production, contribute to the 
economy of the country, increase their own earnings and become self- 
sufficient and decent capitalists of theirown. There were no facilities 
there, sir, to take care of the rice in this little pocket. There is a 
country that needs rice; they sell rice 

Senator Fercuson. Couldn't individuals have been given aid? 

Mr. Anprews. Private enterprise had had these two mills and they 
had flunked. 

Senator Ferauson. But when you went in you did not try to finance 
the individual enterprise or capitalistic system. You advanced the 
money to the Government, the servicio. 

ir. ANpRews. The Peruvian Government advanced soles to the 
servicio. The servisio took American funds and sent an American 
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technician who was paid for by American money down there to 
rebuild. 

Senator ELLenper. It is a direct contribution, $200,000. That is 
for this vear. 

Senator Frercuson. How much have you put in it in American 
dollars? 

Mr. Anprews. In the mill, sir, none. 

Senator Feravson. How much did you put in the project? 

Senator ELLENDER. $200,000. 

Mr. Anprews. Certainly, in the overall servicio. 


FURTHER DISCUSSION OF RICE MILLS 


Senator Haypen. I would like to hear him explain the facts con- 
cerning the rice mills. 

Senator Toys. Mr. Chairman, I share the feeling of Senator Hayden 
here; first, let us try to establish what had happened that had brought 
about discontinuance or the failure of the rice producers in the area. 
What had happened? They at one time had been rice producers. 

Mr. Anprews. That is right. 

Senator Tuyr. They had a mill operating. What happened that 
the mill failed? 

Mr. Anprews. Frankly, it was a very small operation, sir, and to 
the people who owned the mill as a private enterprise, it was not a 
mill that would pay so far as they were concerned. 

Senator Ture. What did you think you could accomplish that 
would make the mill pay out? 

Mr. AnprReEws. We sent a technician down there. They reorgan- 
ized and he assisted the farmers in improving their quality of rice and 
improving their production of rice. 

Senator Taye. In other words, there was an introduction of a new 
variety of seed. Did you introduce a new method of harvesting? 

Mr. Anprews. You have to use pretty well traditional methods 
down there. 

Senator Tuye. So you did not change the harvest method but you 
did improve the seed? 

Mr. Anprews. You can find, sir, it is a fact, nearly all over the 
world by introduction of new seed in these areas you can increase 
production by 25 percent. 

Senator Toye. From the standpoint of the rice mill, what changes 
were there? 

Mr. Anprews. They simply repaired it and started to operate it. 

Senator Ture. Then it was subsidized? 

Mr. AnpreEws. Sponsored, rather subsidized by the Peruvian Gov- 
ernment through us. 

Senator Turn. And you furnished the money? 

Mr. Anprews. We did not put American ‘dollars in it. We put 
the money in the overall servicio. The servicio put Peruvian soles 
down in this area. 

Senator Ture. There are 200,000 American dollars that went in. 

Mr. Anprews. Right. 
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TOTAL ACRES INVOLVED 


Senator Taye. How many acres all told were involved in this price? 

Mr. Anprews. About 1,250 little rice farmers. I would imagine 
3 to 5 acres would be very large; make it less than that. 

Senator Ture. So you would have about 3,600 acres of land in- 
volved? Would that be about 3,600 acres of land? 

Mr. Anprews. The small rice farmers that are in that area are 
1, 2, or 3 acres. 

Senator Tuyr. You had 1,200 of them? 

Mr. Anprews. Yes. 

Senator Tuy. Therefore, if they had an average of 3 acres, that 
would be just simply 3 times 1,200 is 3,600. It would be some- 
where between 3,600 and 5,000 acres. 1 was interested in knowing 
just where the $200,000 went. 

Mr. Anprews. The $200,000 went in the servicio on an overall 
basis. The servicio, as the Senator well said, is operating a tractor 
pool and a sheep ranch. 

Senator ELLENDER. Sheep ranch, also a cattle farm and operates 
35 county agents throughout this area. It is doing on the surface a 
fine job. I am not criticizing. When he says here they are not 
making capital investment, I want to show we are making capital 
investments. 

Senator Fercuson. You have looked over the proposition and in 
your opinion is it socialism? 

Senator ELuenperR. There is no doubt about it. It is subsidized 
by our own funds as well as Peruvian Government funds. 

Senator Haypen. Is it not a kind of socialism there, like our 
Government loaning money to an REA cooperative in the United 
States? 

Senator ELLenper. That is repaid, this is not. 


PARIS STRIP FARM CASE CITED 


Senator Tuyr. That is what I] am trying to ascertain, the type of 
project, are the members within the project under any obligation to 
refund for the equipment that was made available in the initial 
project? I know of a project exactly like it outside of Paris. I am 
trying to pin this one down because outside of Paris you started such 
a project for the sole purpose of taking care of those small strip farm 
operations where one individual farmer if he operated his little strip 
he could not take American equipment such as a sugar beet machine 
and tractor and turn it around without trespassing on the other 
man’s property. So they pooled the whole community center and 
they pooled the resources of that community, they pooled their re- 
sources to acquire the equipment. I saw the modern sugar beet 
equipment, tractors, plants, cultivators, and so forth, and the sugar 
beet machine and the little mill that processed the sugar beet. I saw 
all of that. I am just wondering whether you have such a project 
down there. 

Mr. Anprews. This is a self-liquidation project in the sense that 
the moneys that have gone in from the servicio which the Senator 
talked about into this mill are being paid back to the servicio. That 
is being done; ves, sir. 
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Senator Tuyr. There was an initial advancement and then as the 
farmers 
Mr. Anprews. We still have the servicio operating there, as the 
Senator says. 
REPAYMENTS 


enator Tnyr. Are they paying back like REA is paying back? 

Mr. ANDREWS. Yes, sir. 

Senator Tuy. Are the individual producers from his 3 or 4 or 5 
acres, are they making an annual payment back? 

Mr. AnprEws. No. 

Senator ELLENDER. Of course not. 

Mr. Anprews. The mill is being paid back by the producers and 
the refund comes back to the people. 


USE OF PERUVIAN FUNDS 


Senator Dirksen. I think we are getting far efield from the budget. 
No. 1, was Peruvian money available for this servicio instead of 
United States money if they had requested it? 

Mr. Anprews. There again, sir, this is a joint project. 

Senator Dirksen. [t does not make any difference. You said the 
thing became successful because a new strain of seed and new tech- 
niques were used. 

Mr. Anprews. Right. 

Senator Dirksen. That could be done with a few techniques 
without the $200,000. The question is, was there Peruvian money 
there so that you did not have to dump $200,000 into the servicio. 

Mr. Anprews. I would say I suppose there was. I would say this, 
if you are going to send a technician out without a certain amount 
of money to back him up, you had better keep him home. 

Senator Dirksen. If the money was available, why was $200,000 
putin? Trainees, technicians would have been enough. That would 
have been a fraction of the contribution of this money. Last year’s 
budget might anit been reduced about that amount. 

Mr. Anprews. This program has been running for 10 or 12 years. 
It has been built up on the principle of joint contribution. 

Senator Dirksen. Now, my friend, you see, when you get to the 
Near East you have quite a different situation. You have here Iran, 
$11 million or more. You have a hydroelectric plant running in 
Lebanon that you are building now. 

Mr. Outy. Could we have the Near Eastern matters in executive 
session? 

Senator Dirksen. It is all here in the House hearings. Is there 
anything executiv e? 

Mr. Outy. I just want to caution you that some of the material 
on the Near East—— 

Senator Dirksen. I am only telling you what is in the House 
hearings. 

Mr. Anprews. I would like to say for the record and for the chair- 
man and Senator Ellender who I know is very much interested in the 
whole thing and has made a study of it, that the problem the Senator 
raises is a genuine one. You have these problems, how are you going 
to tackle them? 
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I made a trip to Latin America last vear. I felt that this type of 
operation was getting too big and was getting into too many ramifica- 
tions and too many things which I thought ought to be done by some- 
body else. I talked to our country director down there at great length 
about the liquidation, getting out of this sort of thing. 

Senator FerGuson. You do not mean getting out and getting any 
money back? 

Mr. Anprews. In some instances, sir, we have had money refunded. 

Senator ELLENDER. You mean out of this servicio? 














RECENT REPAYMENT BY PARAGUAY 


Mr. Anprews. Out of the servicio in Paraguay, just the other day 
we put in the United States Treasury, $32,000 in the liquidation. 

Senator Frreuson. Is there any money in this budget? 

Mr. ANprrws. Yes, sir. 

Senator Frerauson. For this? 

Mr. Anprews. For the program in Peru, certainly. 

Senator Ferauson. How much? 

Mr. Anprews. About a million dollars. 

Senator Frrauson. This project you say has gone far afield in 
socialism, we are still going to put a million dollars into it? 


TOTAL 1954 COSTS 


Mr. Coox. The total program proposed for 1954 involves a United 
States program cost of $2,054,800. That is total. 

Senator Fercuson. How much goes into the project that Senator 
Ellender is talking about? 

Mr. Cook. None of the United States funds goes into that par- 
ticular project. 

Mr. Anprews. He is talking about the servicio. ‘ 

Senator ELLenprER. I am talking about the servicio. 

Senator Fereuson. How much goes into that? 

Mr. Cook. In the agricultural servicio we are providing for $365,000 
as a grant in 1954. 

Senator ELLenper. For the extension service? 

Mr. Cook. For all the agricultural servicios in Peru. 

Senator ELtenper. Why should you put up more money in this 
servicio to which I have referred where you are operating these pools, 
the tractor pools? 

Mr. Anprews. If I could say, sir, the two things we want to get 
rid of down there-—— 

Senator ELLenpgErR. But you are not going to get rid of it if vou 
are going to keep putting money into it. 


POSSIBLE OPERATIONS BY INTERNATIONAL DEVELOPMENT BANK 


Mr. Anprews. We are trying to get the Government of Peru to 
take over the extension service and operate it as our own extension 
service is operated in this country. In our opinion that will be a 
great contribution because you have built up one of the finest extension 
services in Latin America in this servicio down there. The machinery 
pools, we are hoping and trying to get the International Development 
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Bank to take over that operation, and to get that out of the servicio 
and also these other outfits to put them on their own. 

Senator ELLeENpER. How do you mean, if the International 
Bank—— 

Mr. ANnprews. The Development Bank of Peru. It is their own 
bank. Since this is operating, this tractor pool is on a self-sustaining 
basis, and since it is mostly their capital anyhow, it ought to be 
handled by their type of organization. But when we started to do 
that within the last 4 or 5 months, we got a blast from the Peruvian 
Government that would make your ears burn. Somebody, subject 
to Governor Stassen’s orders, will go to Peru within the next 60 days 
to sit down with the Peruvian Government and work out a system 
of turning these over gradually. We do not want to destroy something 
that has been worthwhile there, turning these over to the Peruvian 
Government and making them assume responsibility for them. 

Senator ELLENDER. I want to touch one more country. You men- 
tioned Paraguay. 

Mr. ANprews. Yes, sir. 

Senator ELLeNDER. You also mentioned previously you started 
no programs there that you felt would not be carried on by the host 
government. 

Mr. Anprews. That is the present policy, sir. I think the pro- 
crams were started in some places in the past where the host govern- 
ment could not carry them on. 

Senator ELtenper. This happened, of course, before you took 
charge, but I found out in Paraguay that a big hospital was put up 
costing a million dollars, all of which expense was put up by us, on 
condition that the Government would operate it. 

Mr. Anprews. Right. 

Senator ELLenper. They tried to and could not and we are called 
upon now to operate it. You know that? 

Mr. Anprews. That is right. 


HOSPITAL IN PARAGUAY 


Senator ELLENDER. Are you providing any money for Paraguay in 
order to operate this hospital that we put up several years ago with 
the understanding that that Government would operate it? 

Dr. Pancoast. Mr. Chairman, it would clarify this discussion of 
servicios if I stated the servicio is a device by which our whole Latin 
American program is operated. It is a joint arrangement which we 
we feel best makes the other government and our government work 
together in a single agency. The individual projects which are under- 
taken by that are not all determined by us. Naturally, they must 
have some variation by the preferences of the government. In a 
few cases they may tend to try to verge in the direction of the socialist 
philosophy a little farther than some of us would go. I do not think 
these two little rice mills represent—that is a very tiny part of the 
total operation of that particular servicio. 

Senator Fereuson. I want to get that statement clear. In other 
words, we are saying to the people of South America that the Govern- 
ment of the United States and their government are the ones that can 
do things rather than individual enterprise companies? 
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Dr. Pancoast. No, sir., This is for zovernment type services like 
our extension services. he same thing as our Department of 
Agriculture does. 

Senator Ferauson. They operate all the cattle ranches, the sheep 
ranches, the mills, and all. 

Mr. Anprews. That was merely a demonstration, that sheep ranch 
talked about at the time was a demonstration on how you can operate 
in a jungle area with sheep. 

Senator Frrauson. Is it merely an experimental farm? 

Mr. Anprews. It is a demonstration farm. 

Senator Ettenper. You have a big cattle ranch in the jungle, but 
the sheep ranch is just out of Lima, that is not in the jungle and that 
is 35,000 acres. Don’t you think that is quite a demonstration? 

Mr. Anprews. I do, sir. I can tell you as an individual I do not 
approve of that type of operation. 

Senator ELLenpEerR. Of course you do not. 

Senator Frreuson. Are we going to give them any money in this 
budget to operate that sheep ranch? 

Mr. Anprews. No, sir; except as the Senator says, we contributed 
to the total budget of the servicio. 

Senator Fercuson. I am talking about this year. This committee 
is responsible this year. What is this $237,000 for? 

Mr. Anprews. For the general operation of the servicic and to 
carry forward the joint programs. 


TOTAL PERSONNEL COSTS 


Senator Fercuson. It is not for our personnel? 

Mr. Anprews. A good part of it is for our personnel. 

Senator Ferauson. How much for our personnel? 

Mr. Cook. The total personnel cost for the agricultural, forestry 
and fisheries program, that is all servicios and all programs including 
extension and everything else is $360,000. 

Senator Ferauson. How much more money is there? 

Mr. Cook. There is $365,000 for the servicio grant. 

Senator Fercuson. That is for capital investment? 

Mr. Coox. No, not for capital investment, Mr. Chairman. 

Senator Fercuson. It is not for personnel? 

Mr. Cook. It is the United States contribution —— 

Senator Fercuson. To operate this project? 

Mr. Cook. Not. to operate this project, Mr. Chairman. 

Senator ELLenper. To operate the servicio which is subsidized. 

Senator Fercuson. That ts the project? 

Mr. Cook. The projects are developed by the servicio in coopera- 
tion with the United States technicians. 

Senator Ferauson. It is a government corporation. 

Mr. Cook. It is an agency or bureau of the goverment. 

Senator Feracuson. It is an agency or a bureau? 

Mr. Cook. Part of the Ministry of Agriculture in that particular 
country. We put money into a joint fund which is matched, as 
Senator Ellender says, at a rate of three or four dollars to one, based 
on direct contributions. Then those servicio funds are used to con- 
duct an agricultural project or program in its entirety, the extension 
service, teaching people how to do things. 





MUTUAL SECURITY APPROPRIATIONS, 1954 669 


Senator ELLENDER. Wait a minute. That is separate. You have 
a separate servicio to operate the agricultural extension service. 

Mr. Coox. I was quoting the total figures for the agricultural, 
forestry and fisheries program. 

Senator ELLENDER. Suppose you separate those amounts. How 
much of this money goes to the servicio that is engaged in this pooling 
of tractors, and so forth, the operation of this mill, and the operation 
of these big cattle farms and sheep farms? 

Mr. Cook. It is about $200,000. 

Senator ELLenpgER. That is the same as you put in last year? 

Mr. Cook. That is right. 

Senator ELLeNpeER. In other words, instead of decreasing it, you 
are simply holding it at what it was last year? Last year, as I indi- 
cated, you made a direct contribution of $200,000, and you say it is 
bad, you say you want to try to lop it off some way, but in 1954 you 
are coming back and asking for the same contribution. 

Mr. Cook. Making a direct contribution to the servicio, not to the 
individual projects. 


CONTINUED OPERATION OF SHEEP RANCH 


Senator ELLeNpER. And that servicio is going to continue to oper- 
ate this 35,000 acre sheep ranch, and the jungle farm and will produce 
seed and sell the seed, is that right? 

Mr. ANprews. They are not going to do some of those if I can get 
the Peruvian Government to let us loose. The Peruvian Government 
is pretty upset about the plans we have for disassociating some of 
these things from the servicio. It has to be worked out. It would be 
foolish to work 10 years with a country and one of the real friends we 
have in Latin America and go down there and over an issue like this 
insult them and create bad will. 

Senator ELLenper. Mr. Andrews, I agree with you thoroughly. 
I think it has to be done gradually. The argument advanced to me 
by our own officials, I think Mr. Neal, wasn’t it 

Mr. Anprews. That is right. 

Senator ELLeNpER. The argument he advanced to me was that we 
ought to make a little contribution so that we can retain administra- 
tion of it. ‘To me that is a foolish argument. We have enough tech- 
nicians out there, we can pay for the administrator, but they want to 
go a step further. They say no, you can pay the entire cost of this 
administrator, but we want you to contribute this $200,000 or what- 
ever we agreed to, in order to pay to subsidize these various endeavors 
that are being carried on by the servicio. 

Mr. Anprews. I would like to make one more comment. The 
Senator asked with reference to the hospital if there was any money 
in the Paraguay program for the hospital in Paraguay. I will say 
that that seed farm down there that you knew about and two or three 
of the demonstration farms are being liquidated. As part of one of 
them the other day I turned back to the United States Treasury 
$32,000. 

Senator E:tenper. That is because you made a bigger order there 
in starting something that you afterward found out the Government 
could not cooperate with. 

Mr. Anprews. | would not say our Government did it. That was 
your statement | was going on. 
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FARMING METHODS IN PARAGUAY 


Senator ELLenper. I went through quite a bit of Paraguay and I 
was very much disappointed in the method of farming there. As I 
pointed out to our bead man out there, with all due respect, the 
Paraguan farmer is not in a position to apply methods as we have 
here in this country. It would be like teaching a sixth grade student 
calculus, he could not absorb it. You are trying to teach farming 
methods in Paraguay that farmers are actually unable to follow. 

I am wondering in that connection the extent to which you are 
trying to get people in Burma and in the other places of middle Asia 
and the Far East to follow our methods when they are not ready for it. 

Mr. Anprews. We are starting with what the man has, the land he 
has and the water and the sun above him and we are trying to start 
with raising his productivity and standard of living. We can demon- 
strate and have demonstrated it can be done with just that. 

In the case of Paraguay, there is a change of administration there 
and change in the direction of the program. 

Senator ELLENDER. You mean of our people? 

Mr. Anprews. Yes, sir. 

Senator ELLENpER. You took out—who was that? 

Mr. Anprews. Mr. Patterson. He is a wonderful man and built 
a wonderful program down there, but like the rest of us, we get so 
proud with the program we want to keep carrying on. 

Senator ELLeNpgeR. Mr. Chairman, I could take the time of the 
committee to go into each country. I was confronted out there with 
a growing picture, by our own representatives that we were putting up 
a dollar and the Peruvian Government is putting up 5 or 6, but when 
you boil it down, it is “even Stephen” because they fail to give us this 
information as to salaries of U.S. personnel and other expenses that 
we bear. 

In addition to contributing for the operation of the servicios, our 
own Government pays extra for the technicians we sent out there. 
You add all that together, like in the case of Peru, in your agricultural 
research, the ratio is one United States dollar to $1.25 by the Peruvian 
Government. 

LATIN AMERICAN PER CAPITA DEBT 


Senator Dirksen. Mr. Andrews, in this connection I think it would 
be informative if the figures would be available, that you insert in the 
record the per capita national debt of the representatives of Latin 
America. 

Mr. Anprews. The record of the per capita income, sir, is in the 
back of the book here. It is a very elaborate compilation of data for 
each country. If the Senator want to, he can find it. 

Senator Dirksen. Will you insert that in here because the book 
will not be available generally to Members of the Senate. 

(The information referred to follows: ) 


Per capita national debt and national income for TCA countries in the Near East 


Public National 
debt income 


Egypt 2 $123 Lebanon 
Iran 3 g 85 || Saudi Arabia........... 7 
Iraq... 100s Liberia 


Israel |. , 521 || Ethiopia--........- 
Jordan Tralee § Oe ance oc ancne 


1T£1=U. S. $1. 
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Per capita national income and debt, South Asian countries 


[In United States dollars] 


| | 
Per capita Per capita | Per capita Per capita 
national national national national 
| income debt income debt 
Afghanistan - . | 50 (1949) } 12 Indonesia ‘ 11 40 
Ceylon | 109 (1950-51) 20 Pakistan 66 (9149-50) 13 
India. | 54 (1050-51) | 16 || Nepal Q Q 
| | 


! Foreign debt. Details of domestie debt not available. 


Per capita public debt and per capital national income in the Latin American 
countrres 


| | 


Per capita Per capita Per capita | Per eapita 
nations] public national public 
income !3 cebt 134 ineome t3 debt 134 

Argentina. | 346 | 215 (1950) Guatemala 8) | 7 

Bolivia | 55 | 89 (1949 Haiti 40 | 2 

Brazil | 110 | 35 Honduras 80 | 3 

Chile 188 | 101. Mexico 120 | 21 

Colombia 130 | 27 Nicaragua 90 | 12 

Costa Rica 130 | 78 (1952). Panama 180 | 5 

Cuba 300 | 43 Paraguay 135 | 12. 

Dominican Republic 70 il Peru 100 | 19 

Ecuador 40 | 18 (1952). Uruguay 331 | 212 (1950). 

El Salvador 90) | 12 (1952). Venezuela 320 } 11 (19452 

' ! 
In dollar equivalent 
2 1940 


3 Includes both internal and external debt. 
‘ Data for 1951 except where cited. 


CONTEMPLATED EXPENDITURES AND PROGRAMS 


Senator Dirksen. Mr. Ohly, in view of all the information that 
appeared in the House hearmgs, would there be any restrictions 
upon asking for an insertion in the record at this point country by 
country in the Middle East of the capital expenditures and programs 
that are contemplated? As you know, a great deal of the data got 
into the House hearings. Of course, it is going to be available to 
the public. I want to set it up in tabular form, but if it is restricted, 
certainly I would not do that. 

Mr. Oury. None of the amounts involved under the point 4 
program, as such, and the projects thereunder are classified; but, in 
the special economic assistance for the Near East, which I think it 
would be convenient to discuss jointly with the technical assistance 
program, there is a great deal of classified material. 

Senator Dirksen. Is this material that appeared in the House 
hearings on Syria, Lebanon, and Egypt a part of the special economic 
assistance program, and all? 

Mr. AnpreEws. Some of it relates to the special economic assistance 
program. 

Senator Dirksen. Now, you will have to be at liberty to refinish the 
record, I think, and take out whatever should not go in, but we ought 
to be clear at the outset since it is an open hearing as to how much or 
how little of this goes into the record. 

Mr. Outy. Certainly. Obviously there is no objection to insertion 
of the illustrative material given there, but the question of the amounts 
which are planned for a given country in that area is a highly sensitive 

362345343 
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factor. We would prefer Assistant Secretary Byroade cover that in 
executive session. 

Senator Frereuson. In other words, you want off the record the 
amounts that go to the respective countries? 

Mr. Anprews. For special economic aid. 

Senator Fercuson. Do you want to take it off the record? 

Mr. Anprews. I think discussion of special economic aid for the 
Near East should not be open. 

Senator Ellender. I wonder if these special funds you are now 
referring to are included in the $140,234,500. 

Mr. Onty. No, they are not. They are shown under parts C and 
D in the book in front of you. 

Senator ELLenperR. They are separate and apart from this? 

Mr. Ouxy. That is correct. 

Senator E.uenper. In that connection, Mr. Chairman, I wonder 
if we could get a concise statement from the witness as to how much 
of the $140,234,500 will be used purely to pay for technical assistance, 
that is, to pay for the people we sent out there, their salaries and 
everything else, and how much of it is for investment, capital in- 
vestment either by way of buying various things necessary or plans 
and specifications, things of that kind. I wonder if we can get a 
breakdown of that. 

Mr. Oury. We will ask Mr. Andrews to do it. I would like to say 
by way of remark that one reason for setting up categories of special 
economic assistance was to separate out from the point 4 program 
as such those things which would be viewed as capital investment. 
Now, maybe our interpretation of technical assistance is at variance 
with the one you have. 

Mr. Anprews. Of the $140,234,500, $9,618,000 is budgeted for 
training of foreign nationals, $38,113,000 is for technicians and re- 
lated costs, and $92,503,000 is for supplies and equipment, payment 
to joint funds and servicios and local operating costs. 


PAKISTAN FERTILIZER PURCHASE 


Senator E.LenpEer. Take the case of Pakistan, we went into that 
Saturday, you had I think set aside $10 million for 1952, $10 million 
for 1953, and I understood that $6 million of that was used to buy 
fertilizer. Is that right? Of course you do not consider that capital 
investment. 

Mr. Anprews. That was used as demonstration of fertilizer proj- 
ects throughout Pakistan. 

Senator ELLenpEr. But you did, however, set aside so much money 
to build a fertilizer factory? 

Mr. Anprews. Right. That was capital investment within the 
meaning of what we are talking about in last year’s act. 

Senator ELLENDER. You mean within the meaning and purview of 
the TCA program? 

Mr. Anprews. Of last year; ves, sir. 

Senator ELLENpER. I want you to cite us the law under which you 
are operating. 

Mr. Anprews. It is the Act for International Development and it 
was brought out in the hearings last year and that was authorized, 
that expenditure was authorized under that act. 























cae 





MUTUAL SECURITY APPROPRIATIONS, 1954 673 


Senator ELLENDER. Give us a breakdown of this $140 million. 

Mr. Anprews. I will give you that right now. Of the $140 million 
you are talking about there, $23 million of that is for the Philippines 
and Siam, which is being operated by the MSA program, so TCA is 
only operating, and we are only talking about in this particular hear- 
ing, $117,234,000, that is all we are talking about. Now, of that, and 
this is 1954— 

Senator ELLENDER. What will that $23 million be used for in the 
Philippines and Siam? 

Mr. Anprews. Mr. Hayes and others here from MSA will cover 
that and I must say you have to back your technicians with it or you 
might as well not send them out there. The supplies and equipment 
components is $54,057,000. 

An additional amount of $8,503,000 of the $117 million goes for 
trainees coming to this country. 


NEAR EAST AND AFRICA 


Senator Dirksen. Now, for an orderly discussion in the record, 
first of all on your technical progress and development program—and 
we get now to Near East and Africa—you are asking for $43 million 
approximately? 

Mr. AnpreEws. That is correct. 

Senator Dirksen. Your presentation would be roughly the same as 
it was in Latin America? 

Mr. AnprEws. Yes. 

Senator Dirksen. You have the sheets for the individual countries? 

Mr. ANDREws. Yes, sir. 

Senator Dirksen. That would include Ethiopia, Iran, Iraq, Israel, 
Jordan, Syria, and so forth? 

Mr, ANDREws. That is right. 


PERSONNEL 


Senator Dirksen. You are asking in the field of personnel for 1954 
for 862 United States technicians, 168 contract technicians, that 
makes a total of 1,030. Then for program direction, 163. So for 
the Near East and Africa, technical progress and development, your 
request is for 1,193 persons. 

Mr. Anprews. That is right. 

Senator Dirksen. Your total program is $43,792,500. 

Mr. Anprews. That is right. However, the 163 program directs 
personnel are not to be paid from the $43 million but from adminis- 
trative expenses. 

Senator Dirksen. Is there any capital investment funds in that 
$43,792,000 plus? 

Mr. Anprews. Yes, sir; in Senator Ellender’s sense; but in the sense 
we have interpreted this law, there are no capital investments under 
the act for international development in 1954. 

Senator Fercuson. Will you give us a definition of capital invest - 
ment so that we will know what you include and exclude? 

Mr. AnprReEwWs. Sir, we are directed—and it grows out of the very 
clear direction of the Congress of last year on how we are to operate— 
that any funds other than technicians must be used to support the 
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technicians’ work, or contribute to the attack of a basic problem in the 
development of that country. 


Senator Fercuson. But that could be capital investment. 


PROPOSED LITANI RIVER DAM 


Mr. Anprews. If you want to take, say, engineering, the Bureau 
of Reclamation of our Government has on our payroll 23 people who 
are doing the basic research and boring of the dam site for a proposed 
dam on the Litani River in Lebanon. That is a technical job, a 
technical engineering job which is being done. If that is capital 
investment, sir, certainly this is capital investment. 

Senator Tuyen. Mr. Chairman, not that I wish to ask a question at 
this point, but just to state what my position is this afternoon, I have 
2 committees, 1 is a conference committee that reconvenes at 
3 o'clock. Therefore, I cannot be with you. I have a few specific 
questions relating to the Near East. Mr. Chairman, I would like to 
leave these questions with you. 

Senator Fereuson. I think what we ought to do as far as you are 
concerned is to let you ask the questions right now. If we came back 
at 2 o'clock, would vou have time? 

Senator Tyr. No; we have a 1 o’clock committee on appropria- 
tions that I am supposed to attend. 

Senator Ferauson. You mean the conference? 

Senator Tuyr. Not the conference, no, that is at 3, but there is 
another appropriations committee at 1 o’clock. 

Senator Fercuson. I think you had better ask the questions now. 

Senator Tuyr. My only problem is that I should go on the floor 
right now as the session reconvenes. These are questions relating 
to railroad construction and also to a rubber-plantation project 
where we have apparently put some money in, where the Firestone 
people were doing a pretty fair, in fact, an excellent job. I just 
want to make certain 

Senator Fercuson. f intend to cover the Firestone case. 

Senator Taye. All right. Here are the questions. 

Senator Ferauson. | will submit your questions and ask that they 
be answered. 

Senator Dirksen. I see that Governor Stassen has come back. 
We had hoped to finish. I think, of course, we will have to have a 
session tomorrow, particularly on the industrial development survey 
program. So other things being equal, we will probably have to 
meet at 10 o’clock tomorrow morning. 

Senator Frrevson. I had intended to run late this afternoon 
instead of trying to make it tomorrow. 

Senator Dirksen. We cannot finish. There are so many things I 
want to cover particularly. 

Senator Frercuson. Suppose we came in tomorrow morning at 9 
o'clock. 

Senator Dirksen. That would be quite agreeable, I am sure. 
But we will keep going this afternoon to see if we can’t get more 
of this out. 

Senator Dworsnak. Mr. Chairman, I would like to have Mr. 
Andrews give us some information-——we talked about capital invest- 
ment—concerning the appropriation for 1953. It is approximately 
$64 million for basic-materials development under this program. 
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Mr. ANprews. That is not under the technical-assistance program, 
sir. That will come under Dr. FitzGerald. 

Mr. Oury. We have separate item scheduled on basic materials on 
which Dr. FitzGerald will testify. He can answer your questions 
now, if you want. He is in the room. 

Senator DworsHak. You do not care to bring it up now. I 
thought it was under this point 4. 

Mr. ANprREws. It is not, sir. 


CENSUS PROGRAM 


Senator Ferauson. There are a couple of questions I want to go 
into. Do you have any program for the taking of the census in any 
country? 

Mr. Anprews. I think there are several places where there are 
some census advisers and they are assisting the countries in setting 
up a census system. I think maybe Lebanon is one. That is all 
[ can think of at this time. I can check through it. 

Senator Ferauson. You certainly would not need $1,315,000 for 
advisers, to give Lebanon advice on taking census? 

Mr. Anpkews. Sir, the total Lebanon program is $2.8 million. 
It is $50,000 for agricultural census material. 

Dr. PANcoast. Setting up the development of simple agricultural 
statistics. 

Senator Ferauson. How many people will that send over? 

Dr. Pancoast. This is for technicians already there. 

Senator Frrauson. No new help will go? Why do you need 
$50,000? 

Mr. ANprews. It will probably be certainly one man in this coun- 
try to head it and use the people in the spec ialized fields. This will 
involve all sorts of material again. 

Senator Fmrauson. There you see, we always get into the question 
of, you send 1 technician and then you want $50,000, you say that 
is to cover material. Now, what? What would be the material for 
the taking of census? 

Mr, ANDREWS. Setting up a system, sir, in those countries, as far 
as working out the proper forms for the country. 

Senator Fercuson. W. orking out the forms is personnel. Give us a 
breakdown of $50,000 for the census in Lebanon, what you would use 
the $50,000 for. 

Dr. Pancoast. It is right here, sir. 

Senator Fercuson. What is the $50,000 for? 

Dr. Pancoasr. This particular statistical one turns out to be only 
$8,000 and there is a health and welfare statistical one. 

Senator Ferauson. You come down. Now, it is not $50,000, it is 
only $8,000. 

TOTAL STATISTICAL SERVICE FUNDS 


Dr. Pancoast. The total statistical service for Lebanon is $46,000. 

Senator Ferauson. What is it for? 

Dr. Pancoast. Of which $8,000 is for general vital statistics. 

Senator Ferauson. That is personnel. 

Dr. Pancoast. No, statistics about life and death, and soon. That 
is $5,000 for supplies and equipment and $3,000 for field costs. 
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Senator Frreuson. $5,000 for equipment? That would be ma- 
chines and so forth, typewriters, and these business machines? 

Dr. Pancoast. It is not that elaborate, but tabulating machines: 
that is right. You must understand this is training of a Lebanese 
officer to do the work. 

Senator Fercuson. Who is going to buy the tabulating machines? 

Dr. Pancoast. We are contributing this much toward it. 

Senator Fercuson. Do you know how much that will cost? 

Mr. Anprews. I do not, sir. 

Dr. Pancoast. $50,000 is the total for the project 

The information referred to follows:) 








\ complete breakdown of the $50,000 is as follows: 


Office supplies and materials and transportation $9, 800 
Rental cost of tabulating equipment 8, 400 
Printing 2, 400 
Rent and utilities 1, 000 
Local personne] .. 28, 400 

Total 50, 000 


Senator Fercuson. Where did this project come from? 

Mr. Anprews. It came from Lebanon. 

Senator Fercuson. Somebody from Lebanon sent it to you? 

Mr. Anprews. Yes. 

Senator Feracuson. Who in Lebanon? 

Mr. Anprews. Our country director and the Lebanese Minister 
of National Economy down there. 

I do want to correct the Senator here. There are 2 technicians 
involved and 2 training awards. The 2 technicians supervise train- 
ing. The 2 trainees are to come to this country to learn our system. 
This is for the training of the people in the Government of Lebanon 
in the technique and handling of gathering statistics. There will be 
certain materials that are bought and put into it. 

(The following information was supplied: 

An agricultural census has never been made in Lebanon. The need for data 
on arrable acreage crop and livestock yields and other necessary background 
data is necessary to the development of an economic improvement program. 

\ reque™ for a general census in agriculture was made by the Ministry of 
National kconomy on July 22, 1952. This census was to be preceded by a 
preliminary rural statistical survey to obtain basic data needed for the census 
and to train a eadre of supervisors. Such a survey is underway (from 1952 
funds) along with the training of Lebanese 

The country request of fiscal year 1954 for $100,000 was reduced to a total 


of $50,000. The agricultural census project for fiscal year 1954 will utilize office 
equipment and personnel of rural statistical surveys project but will be handled 
as a separate project. Technicians assigned to other specialized fields will super- 
vise work of the project. 

WEATHER REPORTING 





Senator Fercuson. Is there any weather reporting in this? 

Mr. Anprews. I do not think in this particular case; no, sir. 

Senator Frereuson. Have you ar v? 

Mr. AnprReEws. Yes, sir 

senator Fereuson. Where? 

Mr. Anprews. In Iran we have some work being done on weather 
reporting 

Senator Fercuson. What is the work? How much money are 
we appropriating for that? 
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Mr. ANprews. That is part of the Iran progrem. That is part 
of the program that deals with two problems; one is the crop problem, 
and the other is the airport whick our Government is concerned 
in the proper weather reports so as to know when to land there and not 
to land. 

Of course, my predecessor, you know, was killed there in an air- 
craft accident. It is also to improve on the communications on the 
type of weather to land there. 

Senator Frrcuson. You realize that the Appropriations Committee 
took a lot of weather bureaus out of America. 

Mr. Anprews. That is right. 

Senator Ferauson. Now we are going to install them in other 
countries, are we? 

Mr. ANprews. | would not say we are going to install them. 
We are going to help. 

Senator Ferguson. How much money is there in any appropria- 
tion, so far as you know, for weather bureaus? 

. Anprews. It is not broken down, but a part of civil aviation 

1 Iran has to do with weather reporting. 

Senator FmrGuson. Is that the only country? 

Mr. Anprews. As far as I know, sir. There may be others. We 
have 35 countries 

Senator Ferauson. How much is in that item for weather bureaus 
in ran? 

Mir. ANprREws. I will have to break it down and have to dig it out 
because we simply do not have it. 

Senator Frrauson. Do we intend to put up a tower, weather 
bureau facilities, there? 

Mr. Anprews. If that is put up, sir, it will be done with the Iran 
Government to do that. 

Senator Firacuson. What is this money for? What are you going 
to appropriate for? If the Iran Government is going to do it, why 
do they need American dollars? 

Mr. Anprews. They need American dollars to hire American tech- 
nicians and certain kinds of equipment which cannot be bought in 
that country. 

Senator Frrcuson. What type of personnel will you be supplying? 

Mr. Anprews. There is no money requested for weather bureau 
services in Lran. 


TEHERAN TRANSCONTINENTAL AIRPORT 


Senator Dirksen. With respect to that weather situation in Iran, 
first of all I presume you are referring to the transcontinental airport 
at Teheran? 

Mr. ANpREws. Yes. 

Senator Dirksen. Is Abadan involved here? 

Mr. Anprews. No. The point about Teheran is the great inter- 
national airlines, even our own, will not go in there. Only KLM 
L£oes in there occasionally because of the weather condition there. 
There is no system of reporting which will permit an airplane to know 
at any given moment what the weather conditions are. 

Senator Dirksen. You are speaking of the airport at Teheran? 

Mr. Anprews. Yes, sir. 
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Senator Dirksen. Which was a military airport which we built. 
Mr. Anprews. Yes. 

Senator Dirksen. What airlines go in there? 

Mr. Anprews. KLM, Air France, and Iranian, 

Senator Dirksen. The Swiss lines, British lines, Soviet lines, all go 


in. 

Mr. Anprews. That is right. 

Senator Dirksen. What contributions do the Government-owned 
lines like the Soviet lines make for the maintenance of weather and 
navigation facilities? 

Mr. Anprews. Very little. They mostly pay their landing rates 
and landing facilities. Only to the extent that they contribute in 
the landing there do they go into it. 


MAINTENANCE OF WEATHER FACILITIES 


Senator Dirksen. In dollars, then, how much do we contribute for 
maintenance of weather facilities there? 

Mr. Anprews. The civil aviation program in Iran is running a 
total of about $172,000. How much of that, sir, is air equipment 
and how much is for training of radar operators, or how much is training 
for traffic managers, I simply cannot say. 1 will get it for you, sir, 
but it will take at least a little time. 

(The information referred to follows: ) 

The civil aviation technical assistance work in Iran is a cooperative under- 
taking between the United States, the International Civil Aviation Organization, 
and the Iranian Government. The meteorological aspects of this technical 
assistance, however, are being handled exclusively by ICAO technicians. None 
of the $172,000 programed as the United States contribution for fiscal year 1954 
is intended to provide meteorological equipment or services. 

We are going to spend $40,000 for ground-air communications equipment and 
the remainder for the improvements of airfields. 

Senator Dirksen. Does TWA run into there? 

Mr. Anprews. No. 

Senator Dirksen. What American lines? 

Mr. Anprews. None, sir. 

Senator Dirksen. The point I make is whether or not we assume 
the whole burden and other lines benefit by the expenditure of 
American money. 

Mr. Anprews. That is true, but of course Pan-American is con- 
sidering thatasastop. There is the equipment within the town there; 
out of 14 instruments in that tower that was used in bringing in one 
of the great planes in a blind landing there was not a single one of the 
14 instruments in operation that night when Dr. Bennett was killed. 

Senator Frerauson. How are we going to remedy a thing like that? 

Mr. Anprews. We hope ICAO will train people to do it. There 
were people in that tower but no one who knew how to operate the 
instruments. 

Senator Frereuson. Who put those in? 

Mr. ANprews. The Iranian people and our own Air Force during 
the war when we built that airfield there. 

Senator Fereauson. I am curious on who approves these projects 
like this Lebanon. They send back here an item in relation to census. 

Mr. Anprews. Yes, sir. 
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Senator Ferauson. Who does it come to and who approves it here 
so that it gets in our budget? 

Mr. Anprews. It usually comes up from the particular ministry 
and the country up through what we call our country director, our 
technical staff there. T hey go over it; they discuss it with the various 
local people; it comes on in here; it goes through a committee here in 
Washington; to the representative of our State Department and our 
Technical Assistance Administration through the area of the Near 
East Administrator. It eventually comes up to me and I approve or 
disapprove it. 

FURTHER DISCUSSION OF CENSUS 


Senator Fercuson. You approved this census, that is why we ask 
you about it. Now, you approved it? 

Mr. Anprews. Yes, sir. 

Senator Ferauson. Will you tell us why you approved it? 

Mr. Anprews. Because that is a legitimate piece of business for us 
to carry on. 

Senator Ferauson. Census? 

Mr. AnprRews. Yes, sir. 

Senator Ferguson. You knew we cut out of one of the recent 
appropriations here a census of business and a census of agriculture 
because the United States Government could not afford it? 

Mr. ANpDREws. Yes, sir. 

Senator Ferauson. You mean we can cut them out here and can 
afford them in other countries? 

Mr. ANnprews. Only within the last few weeks I have known that. 
Of course, this project was worked up sometime last year. 

Senator Fercuson. Do you take into consideration whether or not 
we can afford to do this? 

Dr. Pancoast. Sir, this is not a census. This is the training of 
people. 

Senator Frerauson. 1 know what it is. So far I know from what 
you have told me. Do you ever take into consideration as to whether 
or not this country can afford to do this project? 

Mr. ANprews. Yes, sir, and I can tell you this, sir, when this pro- 
gram, and when this b udget was ready last year, the Congress gave to 
the TCA last year, 1952, $158 million to operate on. When this 
program was made up for 1954, I cut it to $117 million. That is what 
we have asked the Congress for. 

Senator Fercuson. Did you know when you cut it down to $117 
million that we were going to have a deficit of $9,389 million? 

Mr. Anprews. No, sir; I did not. On top of that—— 

Senator Frreuson. If you had known, what would you have done, 
would you have cut it deeper? 

Mr. Anprews. No, sir; because our Government as a part of our 
foreign policy ia announced to the world the carrying forward of 
this program. 

Senator Fercuson. Have they ever announced they were going to 
spend so much mmoney on it? 

Mr. Anprews. Yes, sir. 

Senator Ferauson. When? 

Mr. Anprews. We have done it by the appropriations in Congress. 
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Senator Fercuson. When? You mean this ceiling that was put 
on? You heard what was said on the floor of the Senate by the people 
of the Foreign Relations Committee, the members of it? 

Mr. Anprews. Last year? Or just the other day? 

Senator Fercuson. This year. You made this budget up. I am 
trying to get at what you considered in this in making it up, this 
budget. 

Mr. Anprews. Sir, we considered first the practicability-——— 

Senator Feracuson. In other words, $117 million was essential, no 
matter what the deficit of America was this year in her budget? 

Mr. Anprews. I would not say that, sir. As administrator of a 
program which the Congress and this Government has outlined as a 
policy of this country, I felt that we were spending too much money in 
1952, and the instruction that I sent to the field to these missions was 
to hold this to the very minimum for 1954 that will do a basic job in 
carrying out the intent of this program to help other people help 
themselves to carry on a constructive program. This sort of program 
is something you ought to cut out entirely or give it a modicum here 
that you can go forward in something like a reasonable manner, not 
big money. Too much money will ruin the program. Too little, 
you might as well cut it out. 

Senator Fercuson. I am trying to get at whether or not the 
economic condition of America, as far as you as director is concerned 
in this project, has anything to do with it. 

Mr. Anprews. It certainly does. 

Senator Fereuson. Did you consider we were going to have a 
large deficit spending in this country; that we were going to have, it 
was estimated by Congress, up to $8 billion? Now we find it is $9.3 
billion. Do you realize that there was a change of administration 
last year? 

Mr. AnprRews. I certainly do. 

Senator Ferauson. Do vou realize that one of the things was that 
we were going to reduce the cost of Government and we were going 
to balance the budget and cut taxes? 

Mr. Anprews. Can I tell you something, sir? 
Senator FerGuson. Yes. 


ORIGINAL ESTIMATE 


Mr. Anprews. In the original estimates from the countries in- 
volved, not to my outfit but to the countries involved, on what was 
needed in this program last year, the estimates were $800 million and 
there are people here in this office who will say I fought that teeth 
and toenail all the way through. 

Senator Ferauson. What was it for 1954? 

Mr. Anprews. That was the estimate for 1954. 

Senator Frercuson. In other words, the other governments and 
your agents in the field 

Mr. Anprews. We will make it that way; yes, sir; if you want to 
make it that way. 

Senator Ferguson. I do not want to have any wrong words in here. 

Mr. ANprews. We must say that our ambassadors represent the 
United States in the field. 
Senator Ferauson. They are the agents in the field. 
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Mr. Anprews. Right. 

Senator Ferauson. Those governments and the agents in the field 
asked for this program, $800 million, and you cut it to what? 

Mr. Anprews. To $117 million. We are getting in all kinds of 
mixups here. We have special economic aid. 

Senator ELLeENDeER. You are wrong in the $800 million. That 
was for all the program included in chapter 4. 

Mr. Anprews. That includes the special economic aid. 

Senator ELtenper. That is 426 million, so you just about cut it in 
half. 

Mr. Anprews. What I am talking about is the 35 countries where 
the Technical Cooperation Administration operates. The very 
preliminary estimates of what would be needed to carry forward the 
technical assistance and economic aid programs in those areas were 
$800 million, in the 35 countries where I am dealing. 

Senator Fercuson. Now, you cut it to $426 million. 

Dr. Pancoast. We cut it to approximately $320 million. 

Senator Ferguson. You have to take out of that refugee and 
Thailand. L 

Dr. Pancoasr. That comes to $320 million. 

Senator Ferauson. Was the refugees in the $800 million? 

Mr. ANprews. No. 

Senator Fercuson. So you cut the $800 million to what? 

Dr. Pancoast. To $395 million. Excuse me. That was for the 
authorization. $30 million less for the appropriation because of the 
fact that there are certain funds preferred to be carried over. 

Senator Fereuson. You voluntarily took out $30 million? 

Mr. Pancoastr. That has to do with the special program in the 
Near East for which we were not requesting new funds but simply 
a reappropriation of existing balances. 

Senator Frrauson. It was still cost money. Was it originally in 
the $800 million? 

Dr. Pancoast. Yes, sir. 

Senator Frreuson. It is still $395 million? 

Mr. ANpREws. We are all mixed up with Palestine refugees, authori- 
zations and subauthorizations. | think we might as well call it $395. 
Actually, it is $395 million less about $30 million of funds for which 
we asked authorization from the substantive committee but no 
request is made for an appropriation. 

Senator Fereuson. That would be authorization, we would have 
to pay it later. When was this cut made? 

Mr. ANpreEws. In the whole series here of budget reviews and 
budget talks up through the recent review by President Kisenhower 
and his staff. 

Senator Frerevson. Did you know at the time you cut it what our 
budget deficit was going to be? 

Mr. ANprews. Sir, I did not do the cutting—others above me 
I did not. 

RESPONSIBILITY FOR BUDGET REDUCTION 


Senator Frercuson. I understood you to say you were the one who 
was responsible for cutting these things out. 

Mr. ANDREwWs. I was responsible for gathering the original informal 
estimates. I was responsible for going back to our missions and saying 
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to our people, ‘This thing has got to come down, give me the very 
minimum estimates.’ I recommended to my Chief in the State 
Department, which was my immediate superior at that time, this 
figure that I have recommended to you, sir. 

Senator Fercuson. What was the amount up to the time Governor 
Stassen came in? 

Dr. Pancoastr. The special economic aid was considerably higher. 
The technical assistance was the same. 

Senator Fercuson. Technical assistance was the same? 

Dr. Pancoast. That is right. 

Senator Ferauson. What about the other aid? What was it 
before the Governor came in? 

Dr. Pancoast. It was cut a little over $100 million. 


REDUCED PERSONNEL 


Senator Ferauson. How much cut in personnel has been made? 

Dr. Pancoastr. There was no personnel involved in that, sir. That 
was for the capital investment. 

Senator Fercuson. How much personnel has been taken out since 
Governor Stassen came in? 

Mr. Anprews. In the technical assistance program, none, sir. We 
are increasing our technical force in the field. 

Senator Frrcuson. You have asked for more rather than less? 

Mr. ANprews. Yes, sir. 

Senator Ferauson. Notwithstanding the $9 billion deficit? 

Mr. Anprews. Sir, if you are going to carry forward a technical 
assistance Program, you have to have technicians in the field. 

Senator Fercuson. You do not consider deficits that we have? 

Mr. Anprews. I would be very foolish, sir, as a taxpayer to say 
we do not. We certainly do, and as a very minor Government 
official here, I have been trying to be as conscious of the taxpayers’ 
money as anyone around here. 

Senator Frreuson. Unless you raise taxes and get more taxes in or 
cut expenditures, you are going to have to stop spending because 
there is a debt limit or you are going to have to ask the people through 
their representatives to change the debt limit. Now, the question is, 
What do you think ought to be done? You are operating this 
program. 

Mr. Anprews. I would say, sir, in the present world situation 
where we have worldwide problems, that this $100 million is probably 
better spent—— 

Senator Ferauson. You have $395 million. 

Mr. Anprews. $395 million will be better spent for the security of 
this country than practically any fund you have including military. 

Senator Frreuson. You think this is more important than the 
military? 

Mr. Anprews. In certain areas of the Far East and Middle East, 
it is, sir. 

Senator Fercuson. If you had this job sitting here to represent the 
people, you would cut the military rather than this? 

Mr. Anprews. I would cut some of it, yes. I am talking as an 
individual. I must say I am here as a representative of our executive 
branch of the Government and indirectly I suppose of the President. 

Senator Fercuson. We are trying to get the facts from you. 
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Mr. Anprews. And I could not say I would as an administrator of 
this outfit. 1 was speaking as an individual person. 

Senator FerGuson. What would you do as an administrator? 

Mr. Anprews. | would not have authority to do that. 

Senator Fereuson. You are up here to justify the appropriation. 

Mr. Anprews. I haven’t got authority to cut the military fund. 
I merely said if I were the individual who had the authority and the 
responsibility to choose between a drastic cut in the special economic 
aid and technical-assistance fund or a cut in the military fund, par- 
ticularly in the Middle East and the Far East, I would ent the military 
fund. 

Senator Ferauson. You would not give this $320,000 down in 
Peru to this so-called cooperative? 

Mr. Anprews. I[ most certainly would. 

Senator FerGuson. You mean you would take it out of military 
this $320,000? 

Mr. Anprews. Yes, sir. I would take it out of the South American 
military funds. 

Senator Fercuson. Before you would take it out of that? 

Mr. Anprews. Yes, sir. It will develop more security in Peru 
than ali the Army you can put in there. 


FURTHER DISCUSSION OF NEAR EAST AND AFRICA 


Senator Dirksen. Getting back just generally now to the Near 
East and Africa, here we have a dozen countries where you are 
requesting $43 million plus. That is a matter that can be discussed 
on the record because in the main for everyone of those countries it 
will either involve agriculture, forestry or fisheries, health, sanitation, 
education, natural resources, industry, trade, transportation, com- 
munication, public administration, general project and then the 
domestic program cost. 

Mr. ANprEws. Yes, sir. 

Senator Dirksen. So that pattern follows through with respect to 
all the Middle East and Africa? 

Mr. Anprews. That is right. The individual country sheets that 
provide a synopsis of each country’s program are attached. 

(The following information was supplied :) 


ABBREVIATED SYNOPSIS OF COUNTRY PROGRAM 
NEADS RecionaLt SUMMARY 


{In thousands of dollars] 


Estimated, Proposed, 


Actual, fiscal | ‘fscal year | fiscal year 

















year 1962 1983 1954 

United States program costs (obligations): | 
For technicians Fe eden e ting tdi res pt tite hee anes | $2, 471 7, 635 | $12, 342 
For trainees intbapen tnadednwite Sh stheeniie emassaeies 1, 101 1, 489 2, 666 
For local costs aadiereadtiaienmenteal ee nater acaba : 14, 514 | 21, 17. 5 | 16, 502 
For supplies and equipment satheeeeatatne case eens | 19, 690 20, 843 | 12, 283 
Total vaqeuunencenaune Sean cecesescccuscsasescasscasese 37, 776 51, 142 | 43. 793 
Number of United States technicians... .................. “ ; 982 640 £t 030 
eR SE CII... . cactenanedeunentnescatetauecnie ‘ 159 386 | 647 


CE nn EEE 
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Principal activity fields 


[In thousands of dollars] 


| Fiseal year Fiscal year 
1953 1954 
wtiesiipdlipadgasdinnichteretmannyia ; andl —-|-—- ———-—, —-—-—-— 
Agriculture and natural resources $11, 927 $17, 980 
General projects. _- 16, 203 7,191 
Education 4, 833 5, 268 
Health and sanitation 9, O82 7, 238 
All Other | 9, 097 6, 115 
Total 51, 142 48, 792 


As of June 30, | As of June 30, 
| 1952 (cumula- | 1953 (cumula- 
} 








tive) tive) 
= — naman itipnnsinpeemgunaiinmamapason . paontepagiieieininetcoatiniuiniass 
Obligations $38, 731 $91, 265 
Subobligations 4 3 ‘ | 21, 237 69, 202 
Expenditures » : ; . oes 9, 331 53, 069 
Unexpended balance, June 30, 1953 ; 31, 790 39, 245 
Minus none rd Se ig funds _-. P ee “- rs ees ~ 248 
Minus unprogramed funds. - . dub ; ; bi seckuiniiinas Aerob | 801 
Wet es: Soe eeeken cco J ; 1, 049 
Adjusted unliquidated obligations 6. is : a . . ; en 38, 196 
Breakdown of unexpended balance 
[In thousands of dollars] 
A. BY COUNTRY B. BY FUNCTION 
Amount 
oe _... $11, 950) 1. Technicians, program direc- Amount 
PRONE Su. pce tun wcdsuls 210 tion and training awards. ? $4, 370 
AMOR: . -irisc Leb eeranecta . dbs 13, 233] 2. Owed to joint funds______. * 13, 545 
i tS che eect thngen Sue abe 94113. Contracts... .......-....5: * 3, 566 
Ps Judie od cediien Dedan< 2, 898] 4. Supplies and equipment... 5 6, 559 
as cn wlmibtan tie tl _... 4,477] 5. Adjusted estimate, Iran_.- ® 10, 404 
Lebanon -_ - ----- ais exaeeneaeoe 1,494| 6. Unprogramed_.__._..----- 801 
Rass ahs haa nha 684 ——- - 
Rae sateen 86Gb <4 2 404 Total unexpended___ 7 39, 245 
a SN a a ili destin ws pao 1, 120 EE ect ecm ane'vn aca 1—], 049 
te Dee a 1, 033 ———. 
Unprogramed_-.-........----- 801 Adjusted total___-_- 38, 196 
ee Serial cies 39, 245 
Adiuetmbet... csaiae> oexein 1— 1, 049 
Adjusted total_._...... 38, 196 


1 See previous table for evaluation of adjustments. 

3 Accounted for by lateness of registration of documents and reporting of actual expenditures. 

* Principally in Egypt, Iran and Jordan. Deposits to joint funds are made to effectuate program agree- 
ments for extensive projects in agriculture, land and natural resources conservation and development, trans- 
portation, health and public works. 

¢ Represents obligations under service contracts in education, health, community development, industry, 
housing, etc., under which services are continuing; some supporting material and equipment involved. 
Principal countries are: Eygpt, Iran, Iraq, Lebanon and Saudi Arabia. 

‘ Represents agreements, and purchase orders involving procurement of supplies and equipment for 
projects in agriculture, health and sanitation, industry and trade, natural resources, etc. 

¢ Represents obligations liquidated in June 1953 in excess of what was estimated. 

7 $248 of this amount unoblignte’ as of June 30, 1953; therefore unliquidated obligations reduced by that 
amount. This amount included in the item “unexpended balances” in the following countries: Egypt, $25; 
Ethiopia, $10; Iran, $97; Iraq, $14; Jordan, $83; Libya, $19. 
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Koaypr 
General agreement signed May 6, 1951 
{In thousaads of dollars} 


| 
Actual, | Estimated, 














Proposed, 
fiscal year | fiscal year | fiscal year 
1952 1953 1954 
slit anctitediindmemiaiasinan os . anicuinmentistnieannnipeninieiias wane TRS ee 
United States program costs (obligations) } j | 
For technicians $il4 $891 | $1, 790 
For trainees > é 109 | 268 | 581 
For local costs } 3 | 5, 597 | 4, 622 
For supplies and equipment 100 | 6, 116 | 4, 883 
Total : : 326 | 12, 872 11, 876 
Estimated Egyptian contribution. ! 50 20, 000 | 15, 000 
Number of United States technicians 23 Cea 58 | tr 153 
Number of training awards. ........... an ‘ 46 | 60 | 192 
| | 
Principal activity fields 
- thousands of a 
Fiscal year Fiscal year 
1953 1954 

BITES GE GOURTE POTRIIONE. «5 i vind dcdcnecasdcsdcccdcnwaneccanceas $1, 281 $3, 535 
General projects. -... omthopars éétatnd Pe eS 10, 235 5, 200 
BINNIE, wriiinn Acnotin pucden sassewonwase detain eueneie enieadpukiy stand 175 607 
ns age ee shmainn 408 1, 383 
DPE timhenenpaste dives . sqenquanesece s 2 nietedahcoonad 713 | 1, 052 
icin cia . Tinkinn ac eat uke ena 12, 872 11, 876 


| Asof June 30, | As of June 30, 
1952 1953 
(cumulative) | (cumulative) 





Obligations...........-..-- pact bedabiek esc GL andy $425 | $13, 325 
Subobligations. ........- béswesme ashen bath tciee senate a 425 5, 825 
Expenditures............-- Scene aes saianaeanl 142 | 1, 400 

Unexpended balance Rita ctbtcbnedieputdaqucle bdenios 528 | il, 950 





TYPICAL ACTIVITY 
Province development programs, $5,025,000 for fiscal year 1954 


This is a broad cooperative program of development which will attack the basic 
probiems of rural life in the provinces of Beheria and Fayoum using 1953 funds 
and be expanded in 1954 into a third selected province, probably in upper Egypt. 
These provincial programs include the reclamation of land for the resettlement 
of landless peasants in connection with Naguib’s land-reform program, farm 
credit, the establishment of rural schools and the organization of a system of 
fundamental education in health sanitation and agriculture for adults, the organ- 
ization and fostering of village crafts industries, the establishment of sanitary 
water-supply services, and additional health centers for villages. 

Progress to date: The project agreement for the Fayoum and Beheria programs 
was signed on March 19, 1953. This agreement created an Egyptian-American 
Rural Improvement Service as an agency of the Government of Egypt, and 
immediately thereafter a joint Egyptian-American task force was organized to 
plan and put into action the details of specific projects to be undertaken. Agree- 
ment No. 1 has been signed by the codirectors of the rural improvement service 
setting up the administration for the program of rural development. 
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Breakdown of unerpended balance Thousands 
Technicians . ie ion ee ee $129 


Program direction : ; 60 
Owed to joint funds ; ' 11, 056 


Provinces program 

Agriculture, Forestry, Fisheries 

Public Health : 
Education aoe eae 260 
Public Works ‘ 583 


Contracts for services 339 


A. D. Little, industrial survey 17§ 
A. D. Little, housing ‘ , 
Jack Ammon Associates, aerial photography 1 


‘ 


Training awards 106 
Supplies and equipment ; 260 


Transportation cost 5 i 150 
Supplies and equipment, desert grazing : 16 
Baby chicks : . 46 
Hybrid corn ; ‘ 14 
Miscellaneous 34 


Total_... ; s : 111, 950 


1 Answer to TOTEC 831 indicates unexpended balance $12,249 rather than $11,950. This difference due 
to fact that a deposit of approximately $300 ($299) into joint account to implement an administrative project 
agreement pursuant to joint fund program agreement which was to have been made prior to July 1, was 


not completed 
Erxioria 
General agreement signed June 16, 1951 


{In thousands of dollars] 


Actual fiscal | Estimated fis-| Proposed fis- 
year 1952 cal year 1953 | cal year 1954 


United States program costs (obligations 
For technicians $757 $962 
For trainees 59 
For local costs 154 
For supplies and equipment 7? 456 


Total 4 1, 631 
Estimated Ethiopian contribution ; 3,000 


Number of United States technicians ‘ 76 
Number of training awards : 5 21 








| 
| 
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Principal activity fields 


{In thousands of dollars} 


Fiscal year 1953 Fiscal year 1954 


Agriculture and natural resources $693 $931 
General projects 212 200 
Education 174 188 
Health and sanitation 116 141 
All other 189 151 

Total 1, 384 1, 631 


As of June 30, | As of June 30, 


1952 1953 
(cumulative) (cumulative 
Obligations $1, 150 1 $2, 590 
Subobligations 1, 150 2, 590 
Expenditures 704 1 2, 300 
Unexpended balance 444 210 


Obligation to be increased $23,000 
TYPICAL ACTIVITY 


Education and extension, $692,000 for fiscal year 1954 


Purpose.—(1) To start construction of the basic physical plant for the opera- 
tion of an agricultural and mechanical arts college, with associated extension, 
research, and demonstration farms; (2) to continue operation of the agricultural 
secondary school and start a second school in another province. 

Progress to date: The Ethiopian Government, with the assistance of United 
States technicians, has established en agricultural secondary school at Jimma 
where students are learning improvec farming methods and rural-development 
practices. Some of these students will become teachers in the elementary schools 
throughout the provinces, some will become agricultural leaders to demonstrate 
new techniques, others will undertake advanced studies in agricultural institu- 
tions of higher learning. The school has been underway since October 1952 with 
an enrollment of 78 students. It is planned to expand enrollment to 150 with the 
opening of the school year next October. In addition to academic instructions, 
the students have started experimental plots and a broad program of research has 
begun. The first 4-H Club has been started on the campus and the student- 
members have already put on demonstration shows of improved coffee drying and 
cleaning procedures. Coffee is the largest cash crop in the area. This represents 
the beginning of an extension service program. 


Breakdown of unexpended balance 
Thousands 


ly: Pemeatn divesthemes Jescces casseece. esta ees. beds sss oe $28 
2. Bebeines momen en iaies Gandtik.... . dass fo Suis Webs SOs sc eee eee 182 
meth... acwntsias. oiled Wilkin Gigs cidis SETHE. ah UTI GE cae SSH 1210 


1 The answer to TOTEC 31 indicated unexpended balance of $624,000, of which $435,000 constituted owed 
deposits to joint funds, which were to be made during next few days. The rest included $28,000 unexpended 
under program direction and $144,000 as unliquidated P. A.’s, pending charges for technicians, travel, etc. 


86234—53—— 44 
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IRAN 


General agreement signed Jan. 20, 1952 


[In thousands of dollars] 















: Estimated Proposed 
A = fod fiscal year fiscal year 
7 . 1953 1954 


















United States program costs (obligations) | 
For technicians a mn : | $593 $1, 659 $3, 064 
For trainees. _ - 527 590 513 
For local costs | 9, 545 10, 371 7, 251 
For supplies and equipment | 13, 008 | 10, 504 3, 079 
- cs sachintniinniieientillliassin. 
Total 23, 763 | 23, 124 13, 907 
Estimated Iranian contribution | 3, 563 | 16, 000 18, 000 
—— eS ees = ————— 
Number of United States technicians | 70 | 156 | 255 
Number of training awards | 57 155 | 96 
} 


Principal activity fields 


{In thousands of dollars] 


Fiscal year Fiscal year 
1953 1954 




















Agriculture and natural resources._.. ........- hiheowre pa ‘ $4, 857 $5, 983 
General projects : Se 3, 861 70 
Education aarge Wr eehiae a ieclemapt oti eteaeensl ass 2, 743 2, 135 
Health and sanitation _- inn “ D.dtea ‘ Louis 6, 193 3, 341 
All other. . bse Manteée 44% atta whist nonnse < ‘ 5, 470 2, 378 
De ee ea rate eee aden 23, 124 13, 907 

Sam 


As of June As of June 
30, 1952 30, 1953 
(cumulative) | (cumulative) 


Obligations. ....... inenun 3 Cctinbedthttaiaeidae : $23, 740 $46, 940 
Subobligations , ; Shee ch : a 13, 306 39, 820 


Expenditures ‘ bhoit : ° swebhotdadehes 4, 870 33, 804 
Unexpended balance - -.........- ‘ dp tin nabs denhenieedibiineirees 18, 580 13, 233 






























TYPICAL ACTIVITY 






Sanitary engineering, $629,000 for fiscal year 1954 


Under the cooperative health program, sanitation facilities are improved and 
introduced in rural villages and small towns, including construction of village 
bathhouses, village and school latrines, sewerage disposal systems, and sanitary 
water wells and water distribution systems. Sanitarian engineers and sanitarian 
aides are trained through courses and demonstrations to carry out these activities 
and Iranians are specially trained in the operation, maintenance, and repair of 
water well pumps and equipment. Where especially needed, village cleanup is 
carried out for purposes of minimizing sources of disease such as flies. Voluntary 
labor of villagers is widely used in construction activities, and the widest possible 
participation of villagers and landlords is secured in order to make them feel 
that the sanitation program is their own to maintain in the future as new needs 
arise. 

Progress to date-—(1) Completion of 8 public bathhouses and installation of 
4,000 village and school latrines; (2) completion of 33 deep water wells with 
pumping units providing sanitary water; (3) 81 well operators trained; (4) com- 
pletion of 14 wells with water-distribution systems; (5) Tehran water treatment 
plant in progress; (6) Bandar-Abbas water system in progress, completed parts 
already resulting in marked reduction of waterborne diseases; (7) 75 sanitarian 
aides and 8 sanitary engineers trained; (8) completion of sanitation cleanup of 
city of Dezful (‘City of the Blind’’), including construction of drainage canal, 
sewers, and 2,000 latrines, with resulting reduction of flies and trachoma. 
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Breakdown of unexrpended balance 
Technicians 
Program direction 


Contributions owed to joint funds 


Agriculture 

Health _ 

Education _ 

Industry 

Land resources 

Publie adminis tration - 
Natural resources. : ave 
Transportation and communication 
Housing 


Service contracts _ - 


Syracuse University __- -- 
Utah University _ - 
Whiting wa i vei 
Near East Foundation. _- - 


5. Training awards - - MY: See 
Project supplies and equipment 


Total. 


Amount withheld to purchase supplies and equipment in United States and offshore, 


IRAQ 


General agreement signed Apr. 10, 1953 


[In thousands of dollars} 


Thousands 
$1, 041 
459 


18, 440 


1, 505 
1, 948 
198 
2, 136 
1, 531 
140 
207 
655 
120 


674 

382 
220 
26 
46 


661 
1, 958 


_ 13, 233 





Actual, Estimated, 
fiscal year fiscal year 
1952 1953 


seuctecenthiiiaiadedineed Nieman 
| 
| 


United States program costs (obligations): 
For technicians $187 | $1,110 
For trainees 153 | 160 
For local costs - - - i 3 158 
For supplies and equipment 16 | 442 


Total 359 | 1, 870 
Estimated Iraqi contribution 26 1 16, 600 


Number of United States technicians - - : 70 
Number of training awards _. . | 38 





-roposed, 
fiscal year 


$1,179 
222 
475 
361 


2, 237 
16, 600 
104 


51 


1 Includes approximately $12 million funds budgeted by Iraq Development Board for contributions for 


eonstruction of highways, irrigation facilities, and similar works. 


Principal activity fields 
{In thousands of dollars] 


Fiscal year 
1953 


Agriculture and natural resources | $597 
General projects : | 393 
Education 284 
Health and sanitation 199 


All other | 397 | 


Fiscal year 
1954 


Total 1,870 
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Principal activity fields—Continued 


{In thousands of dollars] 


AsofJune 30, As of June 30, 
1952 (cumu- | 1953 (cumu- 


lative) lative) 
Obligations $156 2, 607 
Subobligations 456 2, H07 
Expenditures . 138 1, 680 
Unexpended balance... . ‘ 7 . » “ 318 V4 


TYPICAL ACTIVITY 


Road development, $186,000 for fiscal year 1954 


Purpose.—(1) Introduction of better methods for road construction; (2) estab- 
lishment of drafting room for modern map production; (3) introduction of more 
efficient methods of work into the Public Works Department, resulting in a more 
rapid construction of roads than the original schedule provided. 

Progress to date.—(1) Engineering surveys have been made under point 4 
supervision and construction is underway on all-weather surfaced Basra-Baghdad 
Road, the Kut-Baghdad Road, and seven mountain access roads; (2) the TCA 
road construction team designed a road materials laboratory and, with Iraqi 
funds, purchased laboratory equipment, installed it, and are training Iraqis in its 
operation. They are conducting tests on road and bridge materials; (3) the lraq 
Public Works Agency under TCA supervision has built, equipped, and staffed a 
modern drafting room. 


Breakdown of unexpended balance 
Thousands 





1. Technicians : ; i $174 
2. Program direction . : seuk 21 
3. Contracts 2 7 ee 569 
Technical institute !_. ; re ottawa 250 
Village-life improvement ? ; wre hind wacated aaa 140 
Edward Kelsey & Beck—roads building *__- oa 68 
University of Arizona 4_ - , X saat ee 44 

Health and Sanitation buildings and equipment °- - ee as 36 
Village-life improvement buildings and equipment 5. - -- aiid 31 

4. Training awards a : . aia «wo one 65 
5. Projects supplies and equipment ‘ ieee 112 
Agriculture i ‘ a ; 33 

Health and sanitation aeshalsic i a Ses - 18 
I a i 2 sarah ee Re Se lee ee . 2 

tale eet lS 6 
I iit cent tl ada 35 

nck mngmncmbiicanal ss 18 

Sa alkanes ee? Cebit ake Ad sche gnu dieee weak 1. ee 


1 For a project in technical education; Iraqis are building a technical institute; United States is supplying 
technical personnel and some equipment. 

$ Village-life-improvement project, involving a community-development program in which United 
States provides personnel, supplies and equipment. 

* Roads-building program—provision of advisory technical assistance. 

4 Arizona is providing instructors for the agricultural college. 

§ Equipment for community-development program 
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ISRAEL 
General agreement signed Feb. 26, 1951 


{In thousands of dollars] 


, Estimated, Proposed, 
— ul fiscal vear fiscal year 
: oe 1953 1954 
United States program costs (obligations) 
For technicians $39 $382 $845 
For trainees 2k 185 216 
For local costs 147 784 14 
For supplies and equipment 621 | 1,119 446 
Total 835 2, 470 1, 521 
Estimated Israeli contribution | $2, 100 | $1, 500 
Number of United States technicians 5 49 72 
Number of training awards 3 | 52 | 60 
Principal activity fields 
{In thousands of dollars] 

—, - 

Fiscal year | Fiscal year 

1953 1054 
=~ 

Agriculture and natural resources $639 | $473 
General projects 450 | i 
Education 341 306 
Health and sanitation 317 151 
All other 714 | 538 
Total 2, 470 1, 521 


| As of June | AsofJune 
| 30,1952 | 30,1953 
} (cumulative) | (cumulative ) 


Obligations J ; 5 é $977 $3, 648 
Subobligations. ... 250 2, 022 
Expenditures 2 ; 95 750 
Unexpended Balance 1, 355 2. 898 


TYPICAL ACTIVITY 


Vocational and technical education, $164,000 for fiscal year 1954 

Purpose.—(1) establish training courses; (2) assist in equipping trade schools 
and vocational training centers; (3) establish six new shops to serve as models 
in order to improve operation of existing shops; (4) advise and guide existing 
training centers; (5) improve agricultural schools and farm shops. 

Of the roughly 700,000 immigrants who have entered Israel since the inception 
of the State, approximately 50 percent came without skills while the experience 
of the others was predominantly in the services field. There is a need to train 
or retain these people in order to permit them to find productive employment and 
contribute to the economic growth of the State. Statistics indicate that only 
24 percent of immigrants since 1948 were previously gainfully employed. Only 
5 percent were farmers, fishermen, miners, or quarry workers; 38 percent crafts- 
men, including only a few industrial workers; 5.5 percent industrial workers; 
and 5.5 percent unskilled labor. There is a critical need for an increase in 
trained productive workers. 

Progress to date-—(1) vocational training courses established; (2) advisory 
services being furnished; (3) training centers under construction and equipment 
being procured; (4) guides and standards for apprenticeship training established ; 
(5) specific apprenticeship training (and systems) established in certain industries ; 
(6) establishment joint working arrangements with Ministries of Labor and 
Education to coordinate and facilitate vocational education and apprenticeship 
training. Israel has a lower proportion of people employed in production (a) 
distinguished from services) activities than the United States or western European 
countries, 








692 MUTUAL SECURITY APPROPRIATIONS, 1954 


Breakdown of unexpended balance 
Thousands 


1. Technicians $176 
2. Program direction : 86 
3. Supplies and equipment pursuant to program agreements 12,616 
Agriculture 511 
Health and sanitation 116 
Education 841 
Natural resources 154 
Trade and industry 403 
Transportation, communications, and public works 121 
Public administration 233 
Water resources 109 
Vocational training 129 
4. Contracts for service 6 
Manpower study 4.2 
Social service 1.8 
5. Training awards 14 
Total 2, R98 


This amount ts owed to the joint fund. It is being withheld in the United States for supplies and equip- 


ment purchases. The Usrael contribution to the joint fund is used for the local costs of the program. The 
point 4 phase of the Isivel program delayed because of the urgency related to the longer scale grant aid 
program 


JORDAN 


General agreement signed Feb. 27, 1951 








[In thousands of dollar 
I Proposed 
Act lf . 
amend f fiscal yeur 
; 194 
{ ‘ era t ws 
| 4 . Sn? 
I S2 1 
I ! ; f 
} ! { ‘ 
I 2 4 , 
t ed j t N » 
f ' ‘ 
N { Ww 
j - / 
i i / s 
In usa f dolla 
Fiscal vear Fiseal yea 
1953 1954 
Agriculture and natural resource $1, 373 $1, 26 
General project 
Educatior 405 294) 
Health and sanitation 302 24 
All other 615 445 
Total 695 > x 
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Principal activity fields—Continued 


{In thousands of doll wa) 


As of June As of June 
3, 1952 | =. 30, 1953 
| (cur.ulative) | (cumulative) 


| 


Obligations ; dnge dahis bani $6, 330 
Subobligations._____ ._. , ities ; . nal . 3, 749 
Expenditures ; . ons “a ; ; ; { 1, 936 
Unexpended balance. eciaial 5 4,477 





TYPICAL ACTIVITY 


Development of desert grasslands, $267,000 for fiscal year 1954 


Purpose.—To train Jordanian engineers, field crews and tribal leaders in plan- 
ning construction and operation of water-spreading structures to bring additional 
grasslands into use. Check of forage production on water-spread areas shows a 
wet weight of 16 tons per acre of usable green forage (about 2 tons of dry hay). 
The grass grew approximately 2 feet on the average. Where no preparation or 
seeding has been done on the water-spreading projects, the native forage plants 
have greatly increased in vigor, density, and volume growth. Preliminary checks 
show approximately 10 times as much forage produced in these areas as is now 
produced on similar adjacent areas unaffected by water spreading. The most 
productive portions of the water-spreading plots will be used for hay production. 
This hay will be reserved for periods of drought or extreme need by the Bedouin 
tribes. 

The significance of this water-spreading program is indicated by the fact that 
there are at least 400,000 acres of land in the Jordan desert and semidesert areas 
which can be placed under water-spreading systems. At present these areas are 
producing little or no forage value. With water spreading those projects which 
received water, based on the existing demonstration will produce approximately 
2 tons of forage per acre. This will add approximately 200,000 tons of good hay 
to Jordan’s production. This hay is valued on the current market at approx- 
imately $25 per ton. This indicates that through a widespread water-spreading 
program, the gross income of Jordan could be increased by $5 million per year. 

The total overall cost of such a project it is estimated would be $10 million 
(only the demonstration portion from the point 4 program). In other words 
the gross yearly income is estimated to be 50 percent of the total estimated cost. 
These figures are based on the present costs on the demonstration water-spreading 
projects. 

Breakdown of unexpended balance in thousands of dollars 


Technicians - - . $259 
2. Program direction_.- aa 36 
3. Owed to joint funds: 
(a) Agriculture (equipment, $221; local costs, $175; rural credit 
fund, $200; extension project, $45) - - - 641 
(b) Health and sanitation (equipment, $201; construction contract, 
$131; local costs, $82) 5 ‘ 14 wae ee 
(c) Education (cuppliee, $106; construction contract, $302; local 
costs, $190) _. niet 
(d) Natural resources (contracts, $67: a ern, $301; local costs, 
$344) -_..-- Er tas 
(e) gene resources (contracts, $75; equiy pment, $85; local costs, 
BRT 3. cos 
(f) Boonomie development (contrasts, $492; equipment, $90; local 
costs. $323 
4. Training aw — ad 


Total ___ : ; os ; _—— 1 4, 


1 Reply to TOTEC 31 indicated 4,835, a difference of 358. Of this 200 was to be set up as revolving rure] 
credit fund, not completed. Rest divided up among the other flelds of activity in small amounts 
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LEBANON 
Program agreement ' signed June 26, 1952 


{In thousands of dollars] 


1 
| 
| 


| 
i 
Actual, | Estimated, | Proposed, 
| fiscal year | fiscal year | fiscal year 
1952 | 1953 1954 
eal — dicimannte eae 
: | 
United States program costs (obligations) | | 
For technicians | 357 | 674 843 
For trainees 57 | 4] 281 
For local costs 1, 783 | 47 915 
For supplies and equipment 1, 200 813 
Total } 3, 397 | 725 | 2, 852 
Estimated Lebanese contribution () 41, 190 900 
Number of United States technicians i 51 60 | 70 
Number of training awards 12 52 





1 For natura] resources development, agriculture, education, industry, tourism, communications, and 
social service 

4 The fiscal year 1952 program agreement concerned activities for both fiscal year 1952 and fiscal year 1953. 
Lebanon's contribution for both years is estimated at $1,190,000. 


Principal activity fields 


{In thousands of dollars] 








Fiseal year 


Fiscal year 


1953 1954 

Agriculture and natural resources $47% $1, 164 

General projects 41 | 790 

Education 56 | 236 

Health and sanitation 120 | 360 

All other 35 302 
—ee ——— 

otal 725 2, 852 


As of June | 


30, 1952 


As of June 
30, 1953 


(cumulative) | (cumulative) 

Obligations $3, 515 $4, 444 
Subobligations 1, OO8 4,034 
Expenditures 5 2, 950 
Unexpended balance, June 30, 1953 a oa 3, 341 1, 494 


TYPICAL ACTIVITY 


Lebanon-Litani River survey, $456,000 for fiscal year 1954 


The Litani is Lebanon’s main river and is considered to be the country’s main 
natural resource. The first official technical cooperation request from the Gov- 
ernment of Lebanon was for a complete survey of the hydroelectric power and 
irrigation potential of the Litani. 

Progress to date: Eight engineers from the Bureau of Reclamation made a 
reconnaissance survey in the spring of 1951, which bore out the feasibility of an 
overall development plan. The next step, now under way, is a detailed survey of 
the whole Litania Basin core drilling, geological explorations, hydrology studies, 
land classification studies. This phase of the survey is being carried out by a 
team of 20 Bureau of Reclamation engineers, and their report is due in September 
1953. Overall financing is contemplated to be undertaken by the World Bank 
or some other international or private bank. The Lebanese know that point 4 
will not finance the construction. The cost to the United States at present is 
the cost of technicians plus a small amount for special equipment needed for this 
type of survey. Lebanese counterparts are being trained alongside United States 
engineers. 
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Breakdown of unexpended balance 


Technicians 

Program direction 
Contracts (Kasmie project) 
Training awards 

Supplies and equipment 


om oh 


Agriculture, forestry, fisheries 
Health and sanitation 
Education 

Natural resources 

Industry and trade 

Public welfare training 
Communications 


Total 


Thousands 
$126 


97 


aé 

1 492 
106 
743 


2 200 
3 168 
70 
5157 
6 43 
59 


46 


1, 494 


1 Bids on construction have just been negotiated for Kasmie irrigation and area improvement in amount 


of $400,000 
2 Fertilizers, insecticides, motor vehicles, feeds, fodder. 
3 Laboratory equipment, pharmaceutical supplies, construction laboratory, etc 
4 Books, office furniture. 


‘Equipment for development water resources and rural improvement, 
* Books, pamphlets, office furniture, etc. 








LIBERIA 
General agreement signed Dec. 22, 1950 
{In thousands of dollars] 
Actual, Estimated, Proposed, 
fiscal year fiscal year fiscal year 
1952 1953 1954 
United States program costs (obligations 
For technicians $465 $806 $895 
For trainees 5 16 24 
For local costs ~ 421 266 
For supplies and equipment 285 321 99 
Total 773 1, 564 , 284 
Estimated Liberian contribution 770 1, 400 2, 250 
Number of United States technicians 62 9 81 
Number of training awards 5 6 
Principal activity fields 
{In thousands of dollars] 
Fiscal year 
1954 
Agriculture and natural resources $691 $454 
General projects 
Education 170 111 
Health and sanitation 486 311 
All other 217 407 
Total 1, 564 1, 283 
As of As of 
June 30, 1952 | June 30, 1953 
(cumulative) | (cumulative) 
Obligations $1, 084 $2, 784 
Subobligations 1, 084 2, 784 
Expenditures 55 2, 100 
Unexpended balance___. 952 | 684 
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rYPICAL ACTIVITY 


n 


nsion, $229,000 for fiscal year 1954 


involves (1) operation of five nurseries and seed and planting 

listributing centers; (2) demonstration of improved farm practices as well 

as model farm and nursery units; (3) research in soils, animal husbandry, plant 
disease and insect control, food crops, tree crops, forage and fiber crops. 

Progress to date: (1) Five nurseries established; (2) farm demonstration held; 
3) hundreds of villages serviced by extension work; (4) assistance in establishing 
large foreign concessions in cacao, bananas, coffee; (5) life histories of economic 
insects determined; (6) control begun on vegerable and citrus insects and animal 
parasites 

Two practical results; (1) introduction of cacao and Nigerian oil palm. Two 
British colonies in Africa, the Gold Coasi and Nigeria are today the major sources 
of the world’s supply of cacao and palm oil. The program has successfully intro- 
duced both plants into Liberia where the acreage available suitable for these 
crops is estimated to be as extensive as in the British colonies. Seedlings are 
being distributed through five extension and experimental centers. Production 
of cacao is expected to go from present 1,500 tons to 15,000 tons in 10 years. 
Production of palm kernels is expected to go from present 25,000 tons to over 
100,000 tons in 10 years. Farmers have already recorded production of $200 
per acre from oil palm and $400 per acre from cacao. 

One of the principal threats to the valuable forests in Liberia is the practices of 
burn clearing for rice. This laborious system requires the felling and burning 
of large forest trees to produce one rice crop. A TCA rice expert from Louisiana 
introduced swamp rice culture to increase this food production and permit an 
orderly management of the forest lands. Within a few months hundreds of 
acres of rice were planted in 25 swamps to demonstrate the practicability of 
swamp-rice cultivation. Sixteen clans and four chiefdoms are now ccoperating 
with this project to increase the rice supply in a country heretofore accustomed 
to a “hungry season.” 


Breakdown of unexpended balance 
Thousands 
Technicians $378 
Program direction : 28 
Owed to joint fund (aerial survey contract almost completed) : (4) 
Contracts (school furniture) 6 
Training 6 10 


Supplies and equipment 23% 262 


\griculture 34 
Health and sanitation ? 119 
Education ‘ 64 
Large number of miscellaneous small items 45 


Total_- ! 684 
rOTEC 31 indicates unexpended balance $842, a difference of $158 from the Washington esti- 
hiefly by the fact that $90 is still owed on the aerial survey contract 
timated completion of the project prior to July 1 rhe remainder is in supplies and equip- 
reply to TOTEC 31 indicates $330 

equipt ‘ 


flerence is explained chiefly 


f for medica 
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LinyA 
General agreement signed Jan, 21, 1952 
{{n thousands of dollars] 
Actual Estimated Proposed 
fiscal year iscal year fiscal year 
1952 1953 1954 


United States program costs (obligations 


For technicians - : $108 $424 $564 
For trainees _ 19 64 71 
For local costs - - 334 436 478 

For supplies and equipment_ - 1,012 234 421 
Total. ~ 1, 473 1, 158 1, 534 
Estimated Libyan contribution _. $40 $624 700 
Number of United States technicians. 16 42 51 
Number of training awards ‘ 23 26 


Principal activity fields 


{In thousands of dollars] 





Fiseal year | Fiscal year 
1953 1054 
Agriculture and natural resources $485 
General projects 129 
Education 364 
Health and sanitation , 160 
All other __. 20 
Total 1, 158 1, 534 


As of June 30,/As of June 30, 
1952 1953 

















(cumulative 


(cumulative) 


Obligations $1, 550 | $2, 885 
Subobligations 1, 550 2, 885 
Expenditures 783 2, 500 
Unexpended balance 903 104 


TYPICAL ACTIVITY 


General education, $462,000 for fiscal year 1954 

Purpose: (1) Establish technical training, vocational and teacher-training 
schools; (2) furnish technical advice and assistance to the Federal and provincial 
governments in vocational, elementary, and secondary education, as well as in 
school administration; (3) provide technical guidance and supervision to a handi- 
craft school. 

Progress to date: Libya is predominantly agricultural, with little prospect 


of industrial development. The vocational agricultural school at Sidi Mesri 
outside of Tripoli city which opened in November 1952, is the first vocational 
agricultural school in the country. Students at this school were selected from 


each of the 16 districts in the province by competitive examinations conducted 


under supervision of committees of leading citizens which encourages maximum 
participation of local groups in the work of the school. 

The center is supervised by a TCA specialist in vocational agriculture, and 
four Middle Eastern assistants. The first class of 32 students selected from 
the rural areas of the country is being expanded to 60 students in the second 
vear. When the first class graduates, they will be assigned to work directly 
with United States agricultural officers to train them to take on extension offices 
being established throughout Libya. It is also hoped that these graduates 
can be used to establish vocational agricultural departments in the rural school 
system. This will make possible the mass education of both the youth and 
adult farmers of Libya in improved methods of agriculture. 
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In addition, this program has (1) established two teachers’ colleges (1 for 
women and 1 for men) at Benghazi; (2) established a vocational school at El 
Awelia; (3) established a technical training center at Benghazi; (4) approximately 
40 English-speaking Arab teachers are functioning in schools under the super- 
vision «f American school directors; (5) scientific laboratory equipment and 
libraries have been provided for 19 schools; (6) 4 English-Arabic speaking librar- 
ians and 2 library trucks have been furnished. 


Breakdown of unexpended balance 
Thousands 
1. Technicians ; iawtiae $54 
2. Owed to joint fund (LATAS)__- : 1 250 
3. Supplies and equipment 7 ‘ ; --. !100 


Total a wix'e SQ 404 


1 Funds withheld in the United States for the purchase of supplies and equipment. Procurement au- 
thorizations for the entire amount already submitted 


Sauprt ARABIA 
General agreement signed Jan. 17, 1951 


{In thousands of dollars] 


Actual Estimated Proposed 
fiscal year | fiscal year fiscal year 
1952 1943 1954 


United States program costs (obligations) 
For technicians f $593 
For trainees : | : 142 
For local costs § 7 
For supplies and equipment 


Total . 742 
Estimated Saudi Arabian contribution “ 5 2, 000 


Number of United States technicians : : 31 
Number of training awards s 33 


Principal activity fields 


{In thousands of dollars] 


Fiscal year | Fiscal year 
1953 1954 


Agriculture and natural resources 
General projects 

Education 

Health and sanitation 

All other 


Total 





As of June 30, | As of June 30, 
1952 (cumula- | 1953 (cumula- 
tive) tive) 


Obligations ‘ 6 obbukhiakal 2 $2, 008 
Subobligations ‘pceceiniihhanlndia hd . ‘ 2! 1, 862 
Expenditures alate a eee ae p ‘ cntinieited 888 
Unexpended balance... __-. 5 aaa ae Se eadele 3! 1, 120 
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TYPICAL ACTIVITY 


Public finance, $82,000 for fiscal year 1954 


Purpose.—A. To provide advice to the Saudi Arabian Government in (1) 
finance; (2) stabilization of currency; (3) establishment of a national bank of 
issue; (4) supervision of minting and issuance of new currency; (5) establishment 
of a central customs administration; (6) operation of new tariff law with new 
rates; (7) introduction of budget and accounting system. 

B. To train Saudi Arabian personnel in the operation of the new fiscal system. 
In 1951 at the request of the Saudi Arabian Government, a financial specialist 
was sent. After exhaustive study, he recommended the establishment of a 
monetary agency to give the Government the benefit of modern methods of 
handling revenue and expenditures. This was done by King Ibn Saud on April 
20, 1952. The principal functions of this agency will be to strengthen the cur- 
rency of Saudi Arabia and to establish and fix its value in relation to foreign 
currency and to aid the Minister of Finance in centralizing the receipts and 
expenditures of the Government in accordance with the items of the authorized 
budget and in controlling payments so that all branches of the Government will 
abide by the budget. This system is now the basis for the financial operations 
of the Saudi Arabian Government. 

Progress to date: (1) establishment of an accounting system for revenues and 
disbursement; (2) increased stability of the curreney; (3) study of customs ad- 
ministration completed and recommendations made for improvement; (4) elimi- 
nation of payment of duty by promissory notes; (5) use of actual exchange rates 
in valuation of imports; (6) recognition of legitimate trade discounts in valuation; 
(7) commitment of Government to budget all revenues and available funds; (8) 
endorsement of “antideflationary measures”’ by high officials. 


Breakdown of unexpended balance Thousands 
Technicians : ; : ies $86 
2 Program-direction. , s ; ; 27 
3. Contracts si : — . 1 460 
Aerial survey. : 7 115 
Railroad survey , ‘ Sy ed eat tied : 285 
Local contracts ore : 60 
4. Training awards _- 52 
5. Supplies and equipment, including contribution owed to joint fund 2495 
Quarantine station ; wu wLte 50 


Rural community deve lopment ? Re eg ta 
Agriculture... - - ; ’ i 


i pik 413 (441) 
scan a 32 


31,120 


! Both surveys completed but only small fraction billed so far 

2 The Asir rural community development project is financed on basis joint fund agreements signed late 
fiscal year 1953. Program only recently initiated and expenditures not yet due 

* Reply to TOTEC 31 indicates $1,151 unexpended June 30, 1953. Difference in supplies and equipment, 
rural community development. 


Syria 
{No general agree ment signed as yet) 


{In thousands of dollars] 


| Actual Estimated Proposed 
| fiseal year fiscal year fiscal year 
1952 1953 1954 


| 
| 
| 
Jj 
| 
United States program costs (obligations): 

For technicians - pan aire ence | $471 
For trainees ain 368 
For local costs. - . + 1, 248 


For supplies and equipment ion dlinietentnccininieaas ; Aza 850 
| i 4 

Total. ; ; 2, 937 

Estimated Syrian contribution... innendhesee 
———— SSS Ee | 
Number of United States technicians. -____- 2 
Number of training awards. ..._........-- | 69 
! 
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Principal activity field 


In thousands of dollars} 


Fiscal year Fiseal year 
1953 1054 


Agriculture and natural resources 2, 181 


General projects 

Education 7 
Health and sanitatio 473 
All other 166 


Total 2, 937 


As of June 30, As of June 30, 
1952 (cumula- | 1953 (cumula 
tive tive) 


Obligations 


PYPICAL ACTIVITY 


Agriculture extension, $883,000 for fiscal year 1954 


Development of an extension program in the nine districts of Syria, bringing 
improved farming practices to farmers Establishment of vaccine and serum 
laboratory to assist in arresting livestock and poultry disease, importation of 
superior breeding stock; and program of artificial insemination. Training in use 
and maintenance of farm machinery Research would be conducted as needed 
in hoof-and-mouth disease and demnostrations held, showing improved methods 
of control and prevention of disease 


REGIONAL PROJECTS 


{In thousands of dollars] 


Actual Estimated, Proposed, 
fiscal year fiscal vear fiscal year 
1952 1953 1954 


United States program costs (obligations 

For technicians $162 $165 

For trainees 24 51 

For local costs 282 7M 

For supplies and equipt 1, 702 5S 
Total 2, 170 1,610 | 

Estimated contribution 


Number of United States technicians | f 21 
Number of training awards | ” 10 


Principal activity fields 


{In thousands of dollars] 


Fiscal year Fiscal year 
1953 1954 


Agriculture and natural resources . . tiene $622 $383 
General projects 149 | 208 
Education 60 | 300 
Health and sanitation ‘ 601 | 25 
All other eae 178 | as 


otal ... ices ‘ 5 1, 610 | 1,014 
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Principal activity fields—Continued 


[In thousands of dollars} 


As of June 3), | As of June 30, 


1982 19453 
(cumulative) (cumulative) 
Obligations $2, 124 | $3, 704 
Subobligations 2, 124 3, 704 
Expenditures 1, 156 2, 671 
Unexpended balance Os 1, 083 


| Obligation to be decreased $23,000. 
TYPICAL ACTIVITY 


Regional locust control, $308,000 for fiscal year 1954 


Purpose.—To provide the basis for a regional attack on a basic agricultural 
problem extending from the Sahara on the west to Pakistan on the east. 

Progress to date-—Through a regional office located in Beirut, Lebanon, TCA 
provides assistance to five countries in locust control. This consists of aerial 
reconnaissance and spraying. Nine Piper Cub airplanes are in operation — It 
has mobilized effectively the resources of the countries themselves for a concerted 
effort which has transcended national boundaries. In Iran alone, over 200,000 
acres of cropland were saved from devastation. This program has had an imme 
diate and powerful impact upon the rural people throughout the area. It has been 
so successful that the Russians have decided to copy it by also offering to provide 
similar aid (in the case of Iran). 


Breakdown of unex pended balance y 
: Thousands 


Unliquidated contract obligations $1, 020 
Unliquidated purchase authorization 13 
Total 1, 033 


1 2 recently signed contracts with the Americah University at Beirut, Lebanon, for $437,000 and $583,000 
will be unliquidated at the end of the fiscal year. 


Senator Dirksen. In addition thereto, there are matters we must 
inquire about off the record. That would be the so-called package 
program. 

Mr. ANprews. Yes, sir. 

Senator Dirksen. That would involve projects for nearly every one 
of these countries. 

Mr. Anprews. That is right. 


LAND CLASSIFICATION 


Senator Dirksen. | see as a sample, although this does not run 
through all of them by any means, you have such items as a land- 
classification survey in Egypt. Has there never been any land- 
classification survey by people there themselves? 

Mr. Anprews. There has been some land-classification work done 
in certain of the main delta areas. The proposed land-classification 
project pertains to some lands in the lower, middle, and upper Nile 
which i is under consideration as a site for the resettlement of a portion 
of the Egyptian population; a combined United States-Egyptian Gov- 
ernment attempt to reclaim once fertile land. Before we or the Egyp- 
tian Government spend any money, we ought to be pretty sure of 
what kind of land we have to work with; otherwise, we could easily 
waste time and effort on clay hills and sand without increasing the 
arable acreage. 
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Senator Dirksen. What about the mineral resources you are estab- 
lishing in Egypt? 

Mr. Anprews. That project has two major objectives: (1) to find 
materials that can be used to improve living conditions in Egypt, such 
as better materials for housing; and (2) to find if there exist in market- 
able quantity and quality metals and minerals not only useful to the 
development of Egypt but also of interest to the United States 
Government for its own procurement. 

Senator Dirksen. You have an aerial survey and photogrammetry. 
That is a new one on me. 

ASWAN DAM 


Mr. Anprews. That is right. That has to do with the Aswan 
Dam. The Egyptian Government has launched on a program of 
building a high dam in the upper Nile to impound the waters resulting 
from the annual flooding of the Nile. The purpose of the dam is to 
store these floodwaters and then use such waters for irrigation during 
the dry season. 

Senator Dirksen. Who will undertake that dam? 

Mr. Anprews. That is going to be an undertaking of the Egyptian 
Government, and I understand the International Bank has indicated 
an interest in this project. In addition I believe the Egyptian Govern- 
ment has made some arrangement with Germany for the exchange of 
Egyptian cotton for certain equipment necessary for the construction 
of the dam. Before the Egyptian Government can proceed with 
the construction of the dam, however, there is the problem of the 
basic engineering. We have no assurance that if this dam is built 
and the floodwaters held in check, that the waters will not back off 
into inlets without serving the irrigation purposes for which they were 
intended. The photogrammetry survey is our part of this basic 
development; to find out whether the project is feasible or not. 
Everyone agrees that it appears feasible, but we do not know for sure 
whether it will work out properly or not. The survey is an essential 
element in getting the money and building the dam. As part of our 
technical assistance to the Government of Egypt, we are supplying 
the dollars necessary to hire an American firm to make an aerial survey 
to make that determination. The results of that survey will be 
included in the Egyptian Governmert’s request to the International 
Bank for construction funds. 

Senator Drrksen. This is on a contract basis? 

Mr. ANprReEws. Yes, sir. 

Senator Dirksen. You said there would be no objection to putting 
in the contracts that you have let. 

Mr. Anprews. That is right. 


EGYPTIAN INDUSTRIAL ANALYSIS 


Senator Dirksen. You have one other item, “Analysis of the 
Egyptian industrial potential and development.” 

‘Mr. Axprews. That one, sir, is a contract with the Arthur G. 
Little Co. of Massachusetts, a distinguished group of consulting 
engineers. The Egyptian Government is trying to find out what the 
possibilities are for putting some of the masses in the cities to work 
on sound industrial enterprises. The Government of Egypt recog- 
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nizes the fact that it has neither the engineering nor the economic 
competence to make these determinations. So, they have requested 
us, as part of the technical-cooperation program, to make available 
an industrial engineer to study the country and tell them what their 
potentials are. 

I might say that we have ideas of the types of investments and 
types of development which will not work in Egypt. I can point to 
monumental failures all over the world where governments have 
spent their own money and their own efforts to build something 
that did not fit into the economic structure of the country. 

The proposed industrial survey project is designed to find what is 
economically feasible and desirable within the context of the situation 
in Egypt. 

Senator Dirksen. You have one project here that I cannot very 
well classify. That is your ictus echelon program. 

Mr. Anprews. Well, sir; that may sound funny, but if you have 
ever been in a mud-hut village on the Nile you will appreciate what 
it is all about. 

Senator Dirksen. I have been there. 

Mr. Anprews. The construction of a latrine consists simply in 
drilling a very large hole, from 18 to 40 feet deep, and capping it with 
a little cement block with a hole in it. That is a latrine and they are 
to be found alongside the street. This 40-foot hole fills up in a few 
years and then another one is dug. This whole project is designed to 
improve sanitary and health conditions in Egypt. 

Senator Ferguson. Won’t the people do this? 

Mr. Anprews. They are doing it themselves. We are providing 
technical assistance; there is a technician in Egypt training the local 
Egyptians and we are supplying the augers necessary for the con- 
struction of latrmes. There are thousands of them being drilled all 
over the country. 

Senator Dirksen. So that takes care in a general way of your 
regular TCA program with the exception of the special assistance or 
the so-called package program. 

Mr. Anprews. Right. 

Senator Dirksen. The amounts of which should not be publicly 
recited, I suppose, until that has been declassified and that matter 
will then be discussed in a separate package. 

Mr. Anprews. That is right. 


FAR EAST 


Senator Dirksen. That will take us over to the next item, I think, 
in the general budget layout. First of all, you want to say something 
to us about TCA in the Far East? 

Mr. Anprews. The far eastern program follows the general pattern 
of the Middle East and others. 

Senator Fereuson. I do not want you to leave the Middle East. 
How do you classify India, Far East or Middle East? 

Mr. Anprews. We classified it as Far East in our particular 
rogram. In the State Department bureaus, of course, it is in the 
fiddle East. We call it the Asia program. 

Senator Dirksen. You include Pakistan in the Near East? 


36234—53 


45 








704 MUTUAL SECURITY APPROPRIATIONS, 1954 


Mr. Anprews. Not in our program. In the State Department 
bureau it is. 

Senator Dirksen. When Mr. Byroade was discussing this problem 
generally the other day 

Mr. Anprews. He was discussing it overall. That is in his Bureau, 
but for operational purchases, because of the very large size of India 
and the very large size of Pakistan and then throwing it into these 11 
Near East and Africa states you would nave a very unwieldy unit for 
administration. For that reason we have the India, Pakistan, Af- 
ghanistan, Nepal, and Indonesia program as a part of what we call 
the South Asia program. 

Senator Frercuson. If I could ask you a few questions on the Far 
East, in relation to fertilizer in India, you are familiar with that 
personally? 

Mr. Anprews. Yes, sir. 


FERTILIZER STORED IN INDIA 


Senator Ferevuson. | will ask you now how much fertilizer is there 
stored in India. 

Mr. Anprews. I would not know absolutely as far as that is con- 
cerned. I do know that when I was in India about 90 days ago there 
was about 75,000 tons in storage at the great Sindri plant which was 
Indian-produced fertilizer. 

Senator Frrauson. India was producing fertilizer at the great 
Sindri plant? 

Mr. Anprews. That is right. 

Senator Feracuson. They had stored 75,000 tons? 

Mr. Anprews. They had at that time. 

Senator Frravuson. How much money do you provide in here to 
furnish more fertilizer? 

Mr. Anprews. Under the fiscal year 1952 and 1953 programs we 
provided 183,000 tons of fertilizer. 

Senator Frerauson. How do you account for this large storage of 
fertilizer? 

Mr. Anprews. There are a number of reasons for it. No. 1 is, | 
might tell you, sir, that the commercial system of India at the present 
time is not geared to handle fertilizer in the normal way. I will say 
also that India, up until after the war, only used 50,000 tons of ferti- 
lizer a year. That was only on the very large plantations. Most) 
tea plantations. Since the war they are just beginning to try to put 
it on their grains and increase their grain production. This plant 
was the first plant built by the two Governments there, Bihar and 
Bengal. It isin operation. It was built originally to tap the gypsum 
mines in Pakistan but when you had the division of the two countries, 
you cut the gypsum mines off. This leads up to the fact that this 
plant is still a high-cost producer. 

Senator Fercuson. It has 75,000 tons, 

Mr. Anprews. Seventy-five thousand tons gross out of the simple 
fact that the world market of fertilizer broke and it was cheaper for 
the big planters and people who wanted fertilizer to buy it on the 
world market. 

Senator Ferauson. With their own money? 
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Mr. Anprews. With their money rather than buying it from the 
Indian Government. 

Senator Ferauson. How much are we going to put in this year for 
fertilizer for India? 

Mr. Anprews. We are putting 20,000 tons of fertilizer on demon- 
stration projects throughout India, and an additional 55,000 tons 
under economic aid for general distribution in India to raise food 
production. 

Senator Frrauson. Now, there are 75,000 tons stored there. 

Mr. Anprews. There is actually 60,000. 

Senator Ferauson. And we are going to furnish 55,000? 

Mr. Anprews. Yes, sir. 

Senator Frerauson. And that will mean that the people who 
manufactured this in India will not be able to sell. 

Mr. Anprews. They will sell it. 

Senator Frerauson. They didn’t last year. You say the people 
went out in the open market and bought it. Here are 75,000 tons 
laving there stored and we are going in with 75,000 tons of our own 
fertilizer to give to the people. 

Mr. ANprews. 20,000 tons of that, sir, iga process of education in 
these communities. 

Senator Ferevson. Be it education or whatever it is, we are going 
to allow in India this fertilizer to be there and we are going to furnish 
fertilizer. 

EXPLANATION OF FERTILIZER STORAGE 


Mr. Wotr. If I could comment on the reasons behind this pileup 
of 75,000 tons in the Sindri plant warehouse. This is due to 3 factors, 
1 an overpricing of the domestic fertilizer and inadequate availability 
of credit for moving that fertilizer down to the cultivator; secondly, a 
failure of the tea market internationally, which normally ‘takes it 
20 percent of the total availability of imported and domestically 
produced fertilizer in India and, thirdly, an inadequate pushing of 
the Indian Government’s plans for promoting and generally publicizing 
the increasing use of ammonium sulfate. Since the pileup in February 
and March of 1953, the Indian Government has moved strenuously, 
on 2 of these 3 bottlenecks. The price of fertilizer internally has 
been reduced by 20 percent. The Reserve Bank of India has extended 
I think 60 million rupees for internal credit to move fertilizer down to 
the cultivator. 

The Government's promotional measures in distributing leaflets 
and circulars and posters for publicizing the increased use of ammo- 
nium sulfate have also stepped up considerably. So actually since 
March when there were 75,000 tons of fertilizer in the warehouse, as 
you mentioned, the present stockpile has gone down by 15,000 tons 
of fertilizer. Total national stocks have decreased by 50 percent 
since January 1953. 

Senator Ferauson. So it is 60,000? 

Mr. Anprews. It is moving out into the areas. Actually, the 
60,000 tons is a working inventory which is now turning over rapidly. 

Senator Furcuson. How can we be assured that this is going to 
move out when they are going to get their fertilizer from us? 

Mr. Anprews. They are not going to get any fertilizer from us 
that won’t move out. This fertilizer we turned into India is so 
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through controlled channels into these communities, these develop- 
ment projects. 

Senator Fereuson. Why don’t they use their own? Why should 
we take American dollars and buy fertilizer, 55,000 tons, when the 
Indian Government itself has 60,000 tons? 


OBJECTIVE OF THE FERTILIZER PROGRAM 


Mr. Anprews. Sir, the basic objective of this program in India is 
to increase the food production in India. Now, the big plant, the 
very large commercial-type farmer, he has been using fertilizer in 
recent years, but you are not going to increase, you are never going 
to get India out of the famine line, you are not ever going to get 
India where she was 2 years ago 

Senator Ferauson. India can use her own fertilizer. 

Mr. Anprews. Until the small cultivator of India must learn to 
use fertilizer, he must learn to be willing to buy fertilizer and double 
his present production which is practically nothing. The whole 
country of India, sir, uses less fertilizer than we use in the State of 
Alabama on the cotton crop in 1 year. The job there is fantastic. 

Senator Ferguson. I come back and you have not answered my 
question, at least to me you have not answered it. When the Indian 
Government itself has 60,000 tons of fertilizer that it cannot dispose 
of, why do we go in with American dollars and give them 50,000 tons 
more in order that that can be given to the Indian people? 

Mr. Anprews. This fertilizer is to be distributed through this 
community-deviopment program in India. The 60,000 tons is just 
an operating inventory amount. 

Senator Fercuson. But it is to be given to the Indian people. 

Mr. Anprews. The Indian cultivator, sir, buys it. 

Senator Drrxsen. Is that true under a demonstration project? 

Mr. Anprews. Yes, sir. 

Senator Dirksen. He buys it even though it is distributed for 
demonstration purposes? 

Mr. Anprews. Yes, sir. Although part is distributed free for 
demonstration purposes, the bulk of it is sold. 

Senator Frercuson. Then we finance the British Government. 
In other words, the British Government gets rupees 

Mr. Anprews. The Indian Government, sir 

Senator Fereuson. For this fertilizer that we give them and at 
the same time this fertilizer made by a private enterprise firm in 
India, 60,000 tons, is laying there. 











REDUCED STOCKPILE 


Mr. Wo tr. That fertilizer is moving, Senator Ferguson. Since 
March the stockpile at Sindu has been going down by 15,000 tons 
in addition to the monthly increase in domestic production. Total 
national stocks of fertilizer in India have decreased by 50 percent 
in the last 6 months. 

Senator Fercuson. Are we going to shut this plant down in India? 

Mr. ANprews. Certainly not. 

Senator Fereouson. If we give 55,000 tons and they cannot sell 
what they are manufacturing, it is going to close down. 
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Mr. Anprews. Sir, they are selling what they are manufacturing. 
Senator Fercuson. How did you get the storage? 
Mr. ANnprews. That is an Indian Government plant, sir. 
Senator Fercuson. What have you in your office to show us what 
this is? 
INDIA FERTILIZER PLANT CAPACITY 


Mr. Anprews. That is what it is. I saw the fertilizer. I have 
been out there myself, Senator, and have seen the plant. One of the 
finest plants. 

Senator Ferauson. How much can it make a year? 

Mr. Anprews. About 360,000 tons ammonium sulfate a year. 

Senator Dirksen. That is locally manufactured and it is distributed 
or sold? 

Mr. Anprews. It is sold by the Government, that, sir, is sold out 
by the Government through the various States to the larger planters, 
tea planters and rice planters. 

Senator Dirksen. Since the inception of this whole program, how 
much fertilizer have you actually procured for distribution to the 
Indian farmer? That would be a free distribution at our expense. 

Mr. Anprews. In the sense we pay for fertilizer and the Indain 
Government gets it free and it is sold out, 110,000 tons. 

Senator Dirksen. Your justification says plans have been initiated 
for 183,000 tons of which 108,000 long tons have been delivered by 
March 1, 1953. That was your overall fertilizer program for India. 

Mr. Wo tr. For fiscal year 1952 and 1953. 

Senator Dirksen. That is right. You had actually delivered 
108,000 long tons. That would be with American funds. 

Mr. Anprews. That is right. 

Senator Dirksen. We are not of course to be reimbursed. It is a 
free distribution. 

Mr. Wo tr. It is not free in India. The fertilizer is sold. 

Senator Dirksen. We distribute or delivery to the Indian Gov- 
ernment, that is correct, for which there is no reimbursement to us. 

Mr. Anprews. That is right. 

Senator Dirksen. They turn around and sell it to the little Indian 
farmer. 

Mr. Anprews. Right. 

Senator Dirksen. It would occur to me as I see the word demon- 
stration as it is used here and it is also used in your Philippine dem- 
onstration in the Far East that your demonstration project is one 
where you give them a little dab and they see how it works out. 


DISTRIBUTION PROBLEM 


Mr. Anprews. There are 360 million people in India. It is a 
tremendous thing. The farms here are about 1% acres per farm. 
You have a terrific problem of distribution. I would want to say 
now that the funds which the Indian Government collects from the 
little planter go back into the development fund which again is used 
in the development of this food program in India. It does not go 
back into the treasury. It does not come to us. 

Senator E,ttenper. Can you be more specific there as to what 
kind of demonstration? 

Mr. ANpREws. You mean on the fertilizer? 
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COUNTERPART FUND 


Senator ELLENDER. I am talking about this counterpart fund. You 
say we give the thing free to India, she sells it and gets rupees, what 
does she do with the rupees? 

Mr. ANnpreEws. She puts them back in what we call the fund B in 
the joint TCA-India program. 

Senator ELLeNpER. What is it used for? 

Mr. Anprews. It is used for a variety of things, to carry forward 
schools, pay demonstration schools, to help meet costs of community 
development work. 

Senator E._tenpeEr. Isn’t that fund used to match other funds we 
give for those purposes? 

Mr. Anprews. No, sir. 

Mr. Wo xr. The rupee proceeds that are generated from the import 
of fertilizer are deposited in the Indian Government’s special develop- 
mend fund and those proceeds are used for helping to meet internal 
costs subject to joint agreement with the United States country 
director. 

Mr. Anprews. We have joint control of those funds. 

Senator Drrksen. How do you use the money for the distribution 
of fertilizer? 

Mr. Anprews. They are what they call county agents. The 
Government sets up, you give orders from the top down and they 
have agents in all the villages and all the areas. This particular 
county agent, if you want to call him that, is responsible for that 
distribution and is responsible for the planter getting it. 

I want to tell you honestly it is a very very difficult problem and 
when you try to do it in a hurry, of course it is subject to—— 

Senator Ferauson. Why should this Government supply American 
dollars to supply fertilizer to India when India can manufacture her 
own fertilizer and has in storage now 60,000 tons? Why does she 
not use that 60,000 tons? Why does she not use that surplus before 
we start to give her any? 

Mr. Anprews. India cannot, by the slightest stretch of the im- 
agination, not now or in the next 10 years, manufacture the fertilizer 
they have to have if they are to lick the food problem. India is using 
effectively the fertilizer she is manufacturing. 

Senator Ferauson. Why should there be a storage of fertilizer? 
That will not grow grain in the storage. 

Mr. Anprews. That storage we are talking about is merely the 
large storage facilities at that plant which daily ships out. They did 
have a glut, as you mentioned there. 

Senator Fercuson. Will you let us see the memorandum you have 
in your office in relation to this? 

Mr. Anprews. Certainly. 


RESPONSIBILITY FOR PROGRAM 


Senator Fercuson. Who is in charge of this program in India, this 
fertilizer? 

Mr. ANprews. It is in charge in India itself by our own mission 
out there. 

Senator Fereuson. Who is in charge as far as our Government is 
concerned? 
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Mr. Anprews. Mr. Ferris in my office has the details of it, 

Senator Fereuson. In India who is in charge of it? 

Mr. Anprews. Mr. Cliff Wilson, who is the country director. 

Senator Frircuson. Have you any correspondence from him? 

Mr. ANprews. Yes, we have. 

Senator FerGuson. We would like to see it this afternoon. 

Senator ELLeENDER. Senator, that is another illustration of where 
technical assistance is given to a country like India. She goes to work 
and builds up a fertilizer factory, operates it through the Government 
and we are continuing to pour in more money, although we have 
shown what good can come from fertilizer. 

Mr. Anprews. We have not financed this fertilizer plant at all. 
That is an Indian deal entirely and the Indians paid all the costs. 
Our main interest is to see that that fertilizer they are producing there 
gets out to these cultivators, because I am telling you until India does 
lick this food problem, they are going to be here at the next Congress 
for another $180 million handout. Now, it is entirely up to us if we 
want to look at it that way. We either have to use this money that 
you are putting behind the technical assistance program out there to 
get production or fan the air. This is an attempt to get production 
out of India. 

(Discussion off the record.) 


INCREASED PAKISTAN RICE CROP 


Mr. ANprews. We must remember that Pakistan is a new country, 
new sovereignty, 80 million people, 92 or 93 percent can neither read 
nor write, who have to fight to live and there is no system of control, 
even education or even publicity to get out to this cultivator to try to 
help him to help himself. 

But [ will say this, sir: Pakistan’s rice crop this year was up very 
substantially over what it was last year in spite of the fact that the 
wheat crop was a failure. Pakistan will have sixty to seventy thou- 
sand tons of rice more this year than they had last. 

Senator Dirksen. I am quite mindful of the problem there. We 
have so many millions of people. You have no way of getting out 
information to them so that everybody is pretty well on his own. 

Senator Evnenper. Mr. Chairman, I wish the record corrected. 
The Government-owned plant I had in mind was the one at Pakistan. 
That is what I had in mind. Iam sorry. 

Mr. Anprews. You are right. 

Senator FerGuson. Will you bring up this afternoon what your 
director in Asia advised you on the fertilizer purchase, the river valley 
development, the community development, and the tube well project? 

Mr. AnprReEws. Yes, sir. 

(The information referred to follows:) 


INFORMATION REQUESTED RY SENATOR FERGUSON 


(1) Statement on Indian fertilizer situation 

India has an acute need for large quantities of ammonium sulphate and other 
fertilizers if its food situation is to be significantly improved. In the United 
States less than 10 million farmers on 360 million acres apply 20 million tons of 
fertilizer per year. In India 100 million farmers on 340 million acres apply only 
400,000 tons of fertilizer per vear. 
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Notwithstanding this critical need for vastly expanding the use of fertilizer in 
India, the Government of India encountered temporary difficulties in late 1952 
and early 1953 in marketing ammonium sulphate from the Government fertil zer 
pool and stocks temporarily increased. This surplus was a temporary phenome- 
non. It was brought about mainly by short-term causes: Carryover of stocks 
due to rain failure for several years in areas which use a great deal of ammonium 
sulphate, with resultant lowered purchasing power for farmers; the achievement 
of full production at the new Sindri ammonium sulphate plant more quickly 
than expected; a slump in purchasing by tea growers, due to a drop in the tea 
market and in anticipation of a reduction in fertilizer prices. Measured against 
India’s long-term fertilizer requirements, there is no question but that she will 
have to continue importing large amounts of fertilizer over the next few years. 

Since the appearance of this temporary pile-up of fertilizer, the Government of 
India has taken several important measures which have been highly effective in 
moving fertilizer stocks down to the cultivator. A credit svstem has been set. 
up and farmers can now barter rice for fertilizer; demonstrations of fertilizer use 
have been intensified and extended and the pool price has been reduced from 370 
rupees per ton to 290 rupees per ton. All of these measures have significantly 
stimulated sale and distribution of present stocks, and in consequence, stocks 
on hand, including increased domestie production and imports, dropped by 50 
percent between January 1 and July 1, 1953. 

The Indian goal is to apply 700,000 tons of ammonium sulphate to Indian soils 
in 1955 and 1,500,000 tons in 1960, 

The latter quantity should increase production of food grains, or their equiva- 
lent, by 5,000,000 to 6,000,000 tons. 

The subject is complex, but the TCA staff and its advisers consider that the 
1,500,000-ton goal for fertilizer use in 1960 is a reasonable one; and that the 
necessary marketing system will be developed and in full operation within 2 
years at the most. 

A rapid increase in the use of ammonium sulphate is one of the most effective 
and least expensive methods of quickly increasing food production in India, As 
has been shown, the present so-called surplus is helping to insure the achievement 
of the Indian goal of increasing food grain production from 45,000,000 to 52,- 
600,000 tons annually by 1956. 


(2) Statement on major irrigation projects 

India, under its 5-year plan, is striving to increase irrigated acreage from 48.5 
million to 64.5 million. About half of this 16-million acre increase is to be ac- 
complished by river valley development projects—the construction of dams and 
canals. 

The GOT, under the 5-year plan, is spending the rupee equivalent of $1,120 
million for these projects. Over 30 projects are under way. Most of them are 
well along in construction. A series of five dams under construction in the Damo- 
dar Valley comprise a remarkable development of an entire river system. Other 
projects include several individual dams built by the central government, such as 
Hirakud in Orissa State, which will irrigate 261,000 acres by 1956, and ultimately 
1,785,000 acres. Some smaller state projects, such as Ghataprabha, being built 
on faster schedules, also received TCA aid. 

TCA has supplied a group of design and construction engineers to the GOI for 
work on these projects and is procuring about $10 million in earth-moving equip- 
ment and other external supplies. 

The list of projects aided by TCA in the fiscal year 1952 and fiscal year 1953 
programs includes Hirakud, Tapi (Kakrapar Dam and canals), Mahi, Ghata- 
prabha, Tunga Anicut, Gangapur, Jawai, six small projects in Saurashtra, and 
Maithon and Panchet Hill in the Damodar development (engineering assistance 
only, supporting the International Bank loans; no equipment).' The total 
acreage to be irrigated in these projects is about 3.7 million and the total addition 
to India’s electric power supply about 325,000 kilowatts. 

The fiscal year 1954 program will supply aid to such projects as Chambal, 
Koyna, and some smaller projects in the states, generally involving only earth or 
masonry—types of construction with which the state engineers are experienced. 
The total acres to be irrigated is 3.72 million, which can produce an additional 
1,800,000 tons of food grains, and which will add 373,000 kilowatts of power supply. 

India has shown it can build such structures and that the limiting factors are 
equipment and personnel. To illustrate, in the Damodar Valley development 


1 Romntty TCA/I has notified us that a supplemental project agreement adds Sarda, Pathri, and 
Chambal. 
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one dam is substantially completed and another fairly well along; two more dams 
have been started. A large steam powerplant is beginning operation. Fully 
mechanized construction methods are being used on Maithon Dam, which is to 
be built on a fast time schedule approximating fast construction schedules in the 
United States. There are only two non-Indians at work on the construction of 
this excellent project. 
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(Nore.—Some fiscal year 1952 and fiscal year 1953 projects also appear in the 
fiscal year 1954 program, and therefore the 3.7 million acres for the fiscal year 
1952 and fiscal year 1953 projects (par. 4) and the 3.72 acres for the proposed 
fiscal year 1954 projects (par. 5) overlap somewhat. Similarly, there is an overlap 
in the power figures.) 


(3) Statement on Tubewell contracts recently negotiated by the Government of India 
and financed in part by the Uniled States Government under the technical 
cooperation program 

The construction of deep water wells is one of several technical cooperation 
projects in which the Government of the United States and the Government of 
India are cooperating. These projects aim at the solution of one of India’s basic 
problems. This is the problem of food production. The goal is to produce by 
1956 about 7,600,000 tons more than the present annual average of approximately 
45,000,000 tons of food grains. This increase of about 17 percent depends upon 
the solution of several problems, the principal ones being adequate supplies of 
water for irrigation, increased use of fertilizers, and the adoption by cultivators of 
improved cultural practices. 

The Indo-American program is contributing to all of these developments. It 
makes provision for increased supplies of fertilizers and, through the community 
development program, for demonstration and assistance to cultivators in learning 
to use fertilizers and irrigation water, and adoption of better cultural practices. 

There are three principal sources of water for irrigation in India. The first is 
surface waters made available by multipurpose dams under major river valley 
development projects. The second is the impounding of smaller quantities of 
waters by small dams, ponds, or small lakes. Appropriate steps also are being 
taken in many parts of India to conserve water supplies by bunding, terracing, 
and other appropriate measures. 

A third major source of irrigation water is the supply of ground water. For 
many centuries Indian farmers have constructed shallow, hand-dug wells to tap 
ground water within 50 feet of the surface. More recently machine-dug wells, 
especially in the plain of the Ganges, have tapped water at the level of 200 to 400 
feet below the surface. Ground water explorations have developed information 
leading to the belief that at least 10,000 deep wells may be drilled in the Ganges 
plain with assurance that a high percentage of the wells will be efficient water 
producers and without depleting the ground water supply in excess of the rate of 
recharge. 

More than 60,000,000 acres are presently irrigated in India. About half of 
this is served by small-scale irrigation systems with the water supplied by tanks 
and other local sources. It is estimated that more than 3,500 deep wells were in 
operation before 1952. About 30 river valley developments are underway at 
the present time. These, together with the other steps being taken, including 
the drilling of additional wells, are to irrigate an additional 15,000,000 acres by 
1960. By way of comparison, the acreage which has been brought under irriga- 
tion by the United States Bureau of Reclamation in the last half century has 
totalled about 6,000,000 acres. 

The aid being given to irrigation in India by the United States is for carrying 
out part of India’s own development plans. All of the assistance is given in 
response to requests made by the Government of India under the provisions of 
general Technical Cooperation Agreements which were entered into between the 
two countries on December 28, 1950 and January 5, 1952. Basically, technical 
cooperation provides technical assistance. To permit technical assistance to 
be effective, however, supplies and equipment from outside India often are 
necessary. This is especially true with respect to the irrigation projects. 

In the tubewell program, the United States agreed to assist in the drilling and 

wering of 2,000 wells. The United States financial contribution is $13,700,000. 

he Government of India has committed itself and the respective states in which 
the wells are being drilled to an expenditure in rupees which is the equivalent of 
about $8,000,000. In this connection, it is pointed out that while the Indian 
contribution in this project is less than that of the United States, the contribution 
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in many of the projects is substantially in excess of that of the United States 
The Government of India committed rupees equal to about $84,000,000 to match 
the $50,000,000 total contributed by the United States from fiscal year 1952 
funds. Comparable figures for 1953 are not yet available. 

The work of the tubewell program, as in all other programs in which the United 
States is furnishing technical cooperation assistance, is administered by agencies 
of the Government of India or of the state governments in India. The actual 
procurement of supplies and equipment and contracting for services for most of 
the projects is done by the Government of the United States. The contracting 
for the tubewells, however, has been done by the governments of the states in which 
wells will be drilled in India, because it was determined to be desirable for the 
contract to cover not only technicians and supplies from outside India, paid for 
from the United States contribution, but also the labor force and supplies from 
inside india, paid for from the Indian contribution. The preliminary contract 
negotiations were by the central Government of India in collaboration with the 
state governments and in consultation with the India staff of the Technical Co- 
operation Administration. 

Contracts have been let by the state governments of Bihar, Punjab, Pepsu, 
and Uttar Pradesh for 1,500 wells. ‘These contracts include a total of 755 wells 
awarded to Harold 'T. Smith, Inec., of Washington, D. C., a contractor with long 
experience in Latin America. The German Water Development Corp. has a 
contract for 500 wells. The state governments are drilling 500 wells with their own 
forces. Associated Tube Wells, Ltd., has a contract to drill the remaining 245 
wells. This is in addition to 965 wells being drilled by this company for the 
state governments under contracts entered into before the initiation of the 
technical cooperation program in India. 

The contracts mentioned above do not cover the construction of additional 
power-generating units which will be needed. A considerable number of wells 
is to be powered from high-tension electric transmission lines, particularly in 
Punjab, Pepsu, and Bihar. There is additional! electric power line construction 
to be done by the states before electricity can be supplied for all the new wells. 
The Indian Government and the state governments plan to power another large 
group of the new wells with small diesel-electric generating sets, which later can 
be replaced with permanent sources of electric power as it becomes available 
Inasmuch as India expects to continue building more tubewells each year for 
several years ahead, these diesel-electric sets are to be moved to new wells in 
areas where there will be at first no permanent power sources. The power 
facilities will be installed as rapidly as needed to operate the wells. 

While the contracting on this project is done by the central and state govern- 
ments of India, the Technical Cooperation Administration maintains joint 
control with the Government of India in the expenditures of the funds. The 
project or operational agreements, such as the one for the tubewell program, are 
negotiated by a designated representative of the Government of India and the 
Director of Technical Cooperation on behalf of the United States. 

The Director of Technical Cooperation is responsible, under the general guid- 
ance of the Ambassador, for the technical cooperation program in India. Mr. 
Clifferd H. Willson, who holds this position, is a former employee of the Depart- 
ment of the Interior with an excellent background in the type of activities being 
earried out by the Technical Cooperation Administration. He is assisted by a 
staff of advisers, including 11 engineers. Three of these, from the United States 
Bureau of Reclamation, are specifically assigned to the tubewell program. Many 
of his advisers, including the majority of the engineers, also serve as advisers 
to the Government of India. 

An important purpose of the tubewell project is the training of Indian tech- 
nicians and skilled labor for future well drilling by India. Contractors are ex- 
pected as far as possible to train and use skilled and unskilled Indian labor on 
the job. This inevitably slows the drilling to a pace less rapid than would be 
possible in the United States with an experienced American crew. Yet the value 
of the Indian method is two-fold—first, the construction of the initial wells; 
second, the availability of additional experienced Indian crews. 

Most American bidders on the Indian Government contracts for tubewells 
preferred a cost-plus-fixed-fee type of contract. The Indian Government insisted 
upon a firm quotation. Under such circumstances, it is the policy of TCA to 
abide by the contract procedures of the host government so long as the procedures 
provide adequate safeguards for the public funds involved. The negotiations 
were satisfactorily concluded with the award of contracts on terms laid down by 
the Indian Government. The Technical Cooperation Administration was con- 
sulted during the negotiations concerning appropriate terms for the contracts, 
and concurred in the texts. 
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Senator Fercuson. Well, we will recess until 2 o’clock. 
Mr. Anprews. I will say for the record most of the projects you 
are mentioning come under the economic-aid phase of this program 
in 1954. We Bem been talking about the same thing in 1953. These 
items are all under economic aid. 

(Whereupon, at 12:55 p. an., a recess was taken until 2 p. m.) 


AFTER RECESS 


Senator Frrcuson (presiding). The committee will come to 
order in an executive session. 

Mr. Srassen. Mr. Chairman, Henry Byroade, Assistant Secretary 
of State for the Near East and Africa is before the committee to testify 
on the policy aspects of that part of the area and its relationship 
to the mutual security program we are presenting for 1954. 

Senator Fercuson. Do you have a statement? 

Mr. Byroape. | have two that I would like to submit. 

Senator FerGuson. Suppose we insert them in the record as de- 
livered here. 

(The statements referred to follow:) 


STATEMENT RY THE HONORABLE Henry A. Byroap#, ASSISTANT SECRETARY 
or Stave ror Near Eastern, Sourn ASIAN AND AFRICAN AFFAIRS, BEFORE 
yur APPROPRIATIONS ComMMI?TTER, Mutua Securiry Program ror Fiscan 
Yerar 1954 


SOUTH ASIAN PROGRAMS OF SPECIAL ECONOMIC AID 


The Mutual Security Program for the fiscal year ending June 30, 1954, includes 
$139.5 million for technical and economic assistance to four of the countries of 
South Asia: India, Pakistan, Afghanistan, and Nepal. The bulk of this aid is 
proposed for India and Pakistan. 

South Asia occupies a strategic position on the periphery of Communist-domi- 
nated Asia and links the free countries of the Far East and the Near Kast. As 
such it is a most important stronghold of democracy against the expansionist 
ambitions of the Soviets. South Asia contains almost 2 million square miles, 
with over 3,000 miles of common boundary with Russia and China. Two of its 
countries, India and Pakistan, have over 440 million people. Their natural 
resources are important to the economy of the free world. 

These countries believe firmly in the principles and institutions of democracy. 
With their vast populations, and very considerable undeveloped resources, they 
have a common, great need for economic development. They are faced with 
the constant threat of external Communist aggression and the threat of subversion. 
It is noteworthy that their governments have maintained and strengthened their 
peoples’ belief in democracy. 

The area is made up primarily of nations young and inexperienced in self- 
government but old and rich in ancient traditions and civilizations. India and 
Pakistan, for example, have only recently achieved their independence. Con- 
sequently, they are confronted with the task of building up their governments while 
attempting to meet the demands of their peoples for economic improvement. 
This improvement is demanded as an indication of the fulfillment. of the people’s 
hope for a change from the poverty which they associate with their earlier depen- 
dent status. 

The peoples of South Asia are awake to the great differences in economic levels 
existing between them and the western democracies. 

They hope in time, by their own efforts, to achieve substantial improvement 
over the present low economic levels in their countries. The people demand, and 
the present free governments of these countries must show, perceptible economic 
improvement in the near future. They expect their leaders to show results. The 
present governments are, therefore, on trial before their people. They must 
produce substantial results in raising the pitifully low standards of living of the 
people. Otherwise we face the outcome of having these nations lose their moderate 
leadership and follow the road of communism. 
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The people of South Asia are proud and independent. They would prefer to 
develop their own economies without outside assistance, and have demonstrated 
their initiative by drawing, to the greatest possible extent, upon their own 
resources. It is apparent, however, that it is impossible to accomplish their 
necessary economic development in the time available without supplementing 
their own resources with the technical know-how, the capital equipment, and the 
financial aid of such countries as our own. They have taken the initiative in 
attempting to implement their detailed plans for economic development which 
contain minimal targets over a specified period; yet even these minimal goals 
cannot hope to be achieved unless help comes from the United States. Others 
here to testify before you can give you more details on India’s 5-year plan, an 
example of constructive planning in Asia. 

Despite recent manifestations by the subject peoples of Eastern Europe against 
their Communist masters and signs of relaxation of Soviet pressure elsewhere, 
we cannot afford to abandon our efforts to assure the underdeveloped countries 
of South Asia of our peaceful intentions and of our wish to see their moderate 
and democratic governments sueceed. Our best hope in achieving our aims is to 
help these countries in the development of their human and natural resources. 
This is the effective answer to Soviet propaganda that Americans are not really 
interested in the development of free Asia. 

We have already made a good start in South Asia. Our technical and economic 
assistance thus far made available to these countries has provided important 
support to them in their own effort to achieve their goals. The governments and 
the peoples of South Asia have accepted wholeheartedly our technicians and our 
suggestions. The progress made and the excellent good will generated by our 
mutual security program in South Asia must not be dissipated by the failure on 
our part to continue substantial aid during this fiscal year. 


SprcraLt Economic ASSISTANCE TO THE NEAR East 


STATEMENT FOR THE APPROPRIATIONS COMMITTEE, JULY 1953 


We request an appropriation of $140,000,000 for special economic aid for the 
Arab States, Israel and Tran. It may be well to review the criteria underlying 
this request and to indicate the purposes to which we would expect the funds to 
be directed 

It is in the interests of the United States and of all Near Eastern countries 
to consider the needs of the region as a whole. In authorizing legislation the 
Congress has chosen not to select individual states for special treatment. The 
opportunity to conciliate issues in the Near East will be enhanced if our effort 
is clearly directed to the needs of all concerned in the area. We have an interest, 
which has been expressed many times, in the support of Israel and in its mainte- 
nance as a stable community in the Near East. We have an equally clear interest 
in maintaining friendly relations with the Arab countries and in enabling the 
Arab peoples to prosper and become strong elements in the free world. 

The requirements of Israel and the Arab States differ in their nature. Israel 
which is struggling to assimilate a very substantial population of recent immigrants 
numbering approximately 800,000 has not yet been able to stand on its own feet 
economically. Israel’s requirements in past years have been recognized both by 
the Congress and by the executive branch and it will be recalled that special 
legislation enabled Israel to receive approximately $65 million in grant funds 
under the appropriations covering the Mutual Security Act of 1951, and a further 
$70 million under the appropriations covering the act of 1952. Justification for 
aid on this scale was based on analysis of Israel’s import requirements to enable its 
people to maintain an austerity standard of living and to make some progress 
on the development of its resources, agricultural and other. These provisions 
for Israel were made in the light of judgment of its import needs on the one hand 
and its probable sources of revenue, which included substantial support from the 
Jewish community abroad. In making provision in current legislation, similar 
calculations have been made. An illustrative figure indicates Israel’s approximate 
needs as justified in classified documents available to the committee. 

Our interests require us to recognize the special needs of other Near Eastern 
countries as well as of Israel. Heretofore our assistance in the Moslem Near East 
has been limited to technical assistance and aid for the Arab refugees from Pales- 
tine. The policies of the administration require a fresh approach to the needs of 
the entire region. 

In the case of the Arab States and of Iran, special economic aid is necessary to 
enable the states in the area to make better use of their natural resources. We 
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cannot measure the needs of these countries in terms of balances of foreign- 
exchange requirements. We can help them to make use of presently unused 
farmlands, and relieve political tension in the process. 

In Iran, it is hoped that funds available under the provision for special economic 
aid will serve to maintain the going program conducted by the Technical Coopera- 
tion Administration at substantially the same levels of operation which have been 
in practice during the past fiscal year. 

n all of the Arab States, there are great opportunities for development in fields 
of land reclamation, water utilization, and transport to meet the needs of depressed 
peoples. Naturally, the justification for financial assistance is difficult to make for 
those Arab countries which possess substantial petroleum resources. From the 
point of view of local financial resources, however, we must list as “have nots’’ 
such countries as Syria, Lebanon, and Jordon, as well as Egypt. Our interest in 
the welfare of these countries is manifest, but none of them can hope to make the 
progress that is necessary for the security and stability of the area without 
assistance from abroad. It would therefore be our design to be able to fund, in 
whole or in part, through seneeninns arrangements made with these countries, 
development projects designed to meet these needs which are closely involved 
with our security interests. 

In Egypt, there will be opportunities in the development of the River Nile, 
the resources of which are now under close study. It may well be that we can to 
advantage assist the Egyptians as well in road construction. The experience of 
the Bureau of Public Roads in Turkey has been so satisfactory and the effect on 
the Turkish economy of improved inland transport has been so great that this is 
a field which it is in our interest to explore fully. 

In Syria, our plans might well center on assistance in the development of water 
resources of the Euphrates and Orontes Rivers and also include inland transport. 

In Jordan, there are possibilities for further irrigation through the intensive 
use of the waters of the Jordan River and its tributaries, While we hope that in 
Jordan it will be possible to use funds provided for the Arab refugee program, in 
large measure, the fact that the citizens of Jorans other than the Palestine refugees, 
and Jordan’s neighboring countries, have legitimate interests in such develo 
ment suggests that such programs should be financed not solely by refugee funds. 
The regional approach and the need of the executive branch to draw from a 
— package of funds is particularly important in this context. 

n the case of Lebanon, it may well be in our national interest to assist in the 
development of the water resources of Lebanon and in its regional highway 
programs. 

There may well be justification to extend the use of such economic-aid funds to 
the development of local civil aviation as well. 

Further details of illustrative projects are available to the committee in classified 
documents. 

As they committee knows, the Arab refugee problem is one of the most thorny 
with which we are confronted. 

We seek no new appropriation at this time beyond authority to carry forward 
funds appropriated for fiscal 1953. 

The current efforts of the United Nations are made within the framework of a 
three-year program which began July 1, 1951, and runs until June 30, 1954. 
This 3-year program calls for a fund of $250 million from the participating 
countries, $50 million for relief and $200 million for rehabilitation . 

As in prior years, it is the intention to limit United States contributions to no 
more than 70 percent of the total fund. 

The United Nations Relief and Works Agency for Palestine Refugees (UNRWA) 
has made considerable progress, in the face of difficult political and economic 
problems in the Near East, in planning and negotiating with Near Eastern 
governments for rehabilitation-development projects designed to take the refugees 
off the relief rolls. These projects include: general projects in Jordan, develop- 
ment of irrigation and reclamation in the Jordan Valley, and other projects in 
Syria, Libya, and Egypt. Against these projects, the UNRWA has committed 
approximately $120 million of the $200 million rehabilitation fund. Projects 
thus far programed will, under present estimates, remove from the relief rolls 
approximately half of the refugees; and this fact will, of course, require the agency 
to continue to pursue a vigorous search for additional projects. 

With respect to expenditures by the United Nations agency for relief purposes, 
the strain on the budget for the 3-year program has been severe. The $50 million 
budget for relief for the 3 years will have been used up by June 30, 1953, the end 
of the second year. Relief requirements for the year from July 1, 1953, until 
June 30, 1954, must be met in cash. 
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In terms of commitments, including an allowance for fiscal year 1954 relief, 
the Agency will be facing obligations of approximately $144 million as of July 1, 
1953, and its assets, including unpaid pledges from the United States amounting 
to $44 million from 1953 funds, and from the United Kingdom of $10 million, will 
approximate $88 million. The necessity to be able to back up the Agency’s 
negotiating position, and to take advantage of further projects which the Agency 
must seek and to encourage other contributions led the Congress to authorize a 
further $30 million for contributions to this program, and the same reasons 
underlie the request to carry forward the $44 million from 1953 appropriations. 

Senator Fereuson. Now will you give us anything outside of the 
statement? 

Mr. Byroape. All right, sir. 

Senator Fercuson. Or anything that you want to elaborate on the 
statement. 

Mr. Byroapr. Could I have your permission to speak briefly off 
the record? 

Senator Fercuson. Off the record. 

(Discussion off the record.) 


RESCREENING OF PROGRAM 


Mr. Strassen. Mr. Chairman, you asked this morning whether the 
budget situation in the United States was taken into account in pre- 
senting this program. The answer is that it was taken into account 
very seriously and very carefully. That is one of the factors that led 
to the rescreening of the $7.6 billion mutual security program of the 
outgoing administration to the $5.8 billion program which President 
Eisenhower presented to the Congress and to the further savings that 
we have reported to the Congress. When you ask where the American 
people are going, and questions of that kind, may I say, sir, that I 
believe the American people are going successfully through this situa- 
tion in world leadership that is essential for their own security and that. 
of the other free peoples of the world. 

When the question is raised of the amount of debt, which is very 
important, or the status of a budget, it is important also then to ask 
what are the assets? In other words, not only what are the debts, 
but what are the assets. I submit that the assets of America are 
very large and are growing larger. At the present time we have one 
of the highest rates of industrial production that we have ever had. 
We have very high employment at good wages. We have a situation 
in which our Armed Forces are steadily growing stronger, and so are 
those of our allies. We have a situation where all these things are 
accomplished along with stability in the cost of living. 

May I submit that a balanced budget is very important, but it is 
not the only thing that is important. Of even greater importance 
is the security and safety of the country. If the Soviet is threatening 
to move, it does not do any good to say to them, “You cannot move, 
we have a balanced budget.’’ You must have the military strength 
and the allies to face them. I do not think there is any question 
but that the American economy can come through this situation, 
help build the necessary military strength and economic strength 
around the world, and come through in a few years’ time with both 
the security strength and the balanced budget. 
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But if we try to move so rapidly to a balanced budget that we lose 
our association with other nations in other parts of the world and lose 
the essential security strength to deter a war, then it will cost us 
many, many more billions than ever are inv olved in the current mutual 
security program. 

So I submit that while your line of questioning is important as to 
the concern for the United States fiscal situation—and we have re- 
screened from that standpoint—-you do not in the long run serve the 
United States fiscal situation if you move in a way that causes the 
loss of United States assets in this world situation, a loss of United 
States security and the possible retrogressive effects that would come 
upon us. 

RALANCED BUDGET AFTER WORLD WAR II 


I think it is important to have alwavs in mind that after World 
War II we did have a balanced budget for a short space of time, and 
we were plunged into Korea. After World War I we had a balanced 
budget and we plunged into a depression and World War II. So 
there are many facets to an overall national policy that is sound and 
in the national interest. 

Clearly I feel that the President is right when he says that one of 
the prime considerations of our policy must be to move through 
these security situations in such a manner that other nations do not 
fall under communism, and communism is never tempted to move in 
a military way versus the rest of the world. 

It is in that overall context that I think it is tremendously important 
that these things be weighed. 

Senator FerGuson. | appreciate your view, Governor. Your view 
is that this money, even though at the expense of deficit spending, 
which it is, must go ahead and not be cut, that no cut can be had? 

Mr. Srassen. | did not say no cut. I said that the cut from 
$7.6 to $5.8 billion level is trimming down. In other words, this pro- 
gram has already taken the largest cut of any part of the outgoing 
administration’s program. 

Senator Ferauson. I know, but you are giving us figures that were 
brought in by the last administration of $7.6 billion. I think we 
should disregard them entirely. They were made by a previous ad- 
ministration. That administration was repudiated. I think we have 
to start over. That is exactly what we are trying to do on a number 
of these budgets. 

Mr. Strassen. Mr. Byroade has just described to you how the new 
policy is moving in a very vital area of the world. When you consider 
these situations, I think it is tremendously important to think in terms 
of the assets and the positions in these parts of the world. When you 
relate the United States to these areas—this chart shows the relative 
standards of living in the various parts of the world, and the resources 
—there is the situation of the United States per capita national income 
comparing to all the other parts of the world. You see the nearest 
group of Egypt, Iran, Iraq, Saudi Arabia, and you see the tremendous 
difference in the situation. You cannot safeguard our high standard 
of living by being unconcerned as to what happens in a vital area of 
~ whe such as the Near East area that Mr. Byroade has talked 
about. 


(The following chart was supplied:) 
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Senator Fereuson. You do not contend we are going to level 
these all off? 

Mr. Strassen. No. We are gradually going to lift the others 
through a space of time. If they do not feel they have a chance of 
lifting their standard of living, then you open it wide open to Com- 
munist subversion. The lifting will be very slow. 


IMPORTANCE OF MOSLEM RELIGION 


Senator Fereuson. What has kept communism out of Arab world 
now? 

Mr. Strassen. One of the most important things has been some 
hope on their part for future progress, and the Moslem religion has 
had a very important role in that regard. But at the same time 
there is Communist infiltration and you can get into a situation like 
Iran where you have a very active Communist movement. 

One of the best tests of whether the United States is on the right 
track in that respect is that our field workers who go out and work 
with the peasants of Iran in improving their agricultural techniques 
are attacked by the Communists. They throw stones at their cars. 
They try to spit on them on the streets. In other words, they are 
trying to drive the United States technical assistants out of Iran. 
It is the Communist organized movement that is trying to do it. 

On the other hand, I think the friendliness of the people of Iran is 
increasing toward the United States. We are dealing with the most 
fundamental aspects of the worldwide struggle. 

Senator Fercuson. You feel that money is the only thing we are 
going to be able to do it with? 

Mr. Strassen. No. In fact, the money is the least of what we can 
do it with. The most important are the wise overall policies, the 
able administering of those policies and placing them into effect 
through the State Department, and the skill and warmth and human- 
itarian approach of our technical people in the field, and then backed 
up by dollars to make possible the goods that are necessary. 


EFFECT OF ADMINISTRATION CHANGE 


Senator Fercuson. Governor, what has been the change in the 
administration of your department since you took over? What is 
the difference between what had gone on before and the policy today? 
Those are the things we are going to have to answer on the floor of the 
Senate and to the people back home. What is the distinction? 

Mr. StassEen. One of the most important changes is the new em- 
qe upon the development of these areas through private capital. 

e are moving in a number of ways to encourage development in 
other parts of the world through the investment of private capital. 
That involves steps by those governments and by ours. 

It involves, for example, making it possible to have the facilities 
that are a background for the development by private capital of basic 
materials that we do not have in this country. It involves opening 
up industrial opportunities for a combination of United States private 
capital with local private capital. It involves further the fitting 
together of what we are doing with the policy leadership of the State 
Department. 
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That is one of the things that we are bringing about in a very 
marked degree. That is one of the reasons why I have worked so 
closely with the Secretary of State and the Assistant Secretaries for 
the regions. 

Senator Feraguson. You heard the testimony in relation to Peru 
this morning on what we were doing there. We were aiding socialism, 
rather than free enterprise. 

Mr. Srassen. That is a question, of course, that is pertinent to the 
situation. We are bringing these policies around to the new course 
in what might be called a slow turn. In other words, you can be very 
disruptive in the relations of the United States to other countries if 
you suddenly turn things upside down. I submit that in country 
after country you will find we are coming over toward a new policy 
carefully developed and studied through with the State Department 
leadership. 

ARMS TO ARABS 


Senator Ferauson. How much arms are we going to give to the 
Arabs? 

Mr. Strassen. That is a matter for future determination. 

Senator Feracuson. Is there any in this budget? 

Mr. Srassen. There is a provision in the mutual-security program 
not to exceed $50 million for the entire area. 

Senator Ferauson. Do you think we can have assurance that is not 
going to be used against interests we stand for? 

Mr. Strassen. Unless it appears clear that they will not be used 
against interests that we stand for, the arms will not be furnished. 

Senator Ferauson. How is Congress going to get that assurance? 

Mr. Srassen. The implementation of the policies must rest upon 
the administration. We do not move without the concurrence—— 

Senator Fercuson. Before we appropriate, how are we going to get 
assurance that it is not going to be used against us? 

Mr. Strassen. By placing some confidence in the President. None 
of these programs move unless we have the concurrence of the Secre- 
tary of State, the Secretary of Defense, the Director of the Bureau of 
the Budget, with the Director of Mutual Security, and then the de- 
termination by the President himself. That is the basis on which we 
move in this program. 


PRIVATE CAPITAL IN ARAB STATE 


Senator Fereuson. Will you give us some examples of where 
what we are doing at the present time is to permit privatescapital to 
move into Arab States? What are the steps now that are being taken? 

Mr. Strassen. Yes. In the whole discussion throughout that part 
of the world, it was emphasized that the future progress that could 
be made would come about principally through private investment, 
and that the public investment had its part to play in the highways, 
docks, and improvement of the standards of food. 

Senator Ferauson. What are the private investments that are 
being sponsored now that private industry will be able to invest in? 

(The following chart was supplied :) 
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Mr. Strassen. In the Near East, the whole oil situation. Here 
[indicating] is the whole private investment picture which we are 
studying, Mr. Chairman. We are making very careful analysis of 
this whole private capitalization. The total United States private- 

capital investment overseas at the present time is $13 billion. This 

is its division by industry: petroleum, 29 percent; manufacturing, 
33 percent; mining and smelting, 10 perc ‘ent; ; public utilities and trans- 
portation, 11 percent; and others, 17 percent. This shows year by 
year the net movement of United States direct private investment 
capital. We study each phase of it and its geographical distribution. 
Here are the Latin American Republics, the bottom dark green. 
Here is Canada—you see the big development in Canada. This is the 
other areas of the world. You see western Europe comparatively 
small. When you go into the geographic distribution, you find here 
the Latin American Republics, 39 percent; Canada, 31 percent; 
western Europe and dependencies, 19 percent; all other areas, 11 
percent. Here you see the expansion in the petroleum industry and 
the incomes. So, in this particular part of the world it is the expan- 
sion of petroleum that is so important. 

These things are all a matter of the fundamental way in which we 
are moving. Here is the world analysis of strategic resources. You 
see some very significant things. You see the very low crude-oil 
reserves in the Soviet Union and you see here, in this part of the world 
that Mr. Byroade is speaking of 53 percent of the world crude-oil 


reserves. 
(The following chart was supplied :) 
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EXPANSION OF AMERICAN CAPITAL 


The American private investment in that area is expanding rapidly. 
We are endeavoring to encourage it on a sound basis and encotirage 
the surrounding economic stability, the surrounding attitude on the 
part of the people and their governments that will make this possible. 

Senator Frrauson. Does not Saudi Arabia have enough oil so she 
does not need American dollars? 

Mr. Strassen. It does not need American dollars. 

Senator Ferecuson. If Iran used the oil, she would not need Ameri- 
can dollars, would she? 

Mr. Strassen. The size of Iran and the length of its border on the 
Soviet Union might make some modest need of dollars in addition 
to its own oil revenues. The fact that there is a serious clash with 
the British over this matter of the oil in Iran does not mean we 
should thereby say (off the record). I try to work through a diffi- 
cult situation to help keep Iran free of Soviet penetration, but at 
the same time gradually work out the dispute between the British 
and the Iranians. 

PRESIDENT’S LETTER TO TRAN 


Senator Ferauson. You are familiar with the President’s letter to 
Iran, are you not? 

Mr. Srassen. Yes. 

Senator Fercuson. Is that a fact, that we are not going to give aid 
unless there is a settlement? 

Mr. Srassen. Not expanded economic aid. We are not pulling 
back on the technical assistance, that is, not out in the field with the 
peasants which the Communists are trying to drive out of the country. 
We are not going into expanded economic aid which could be met by 
the oil resources themselves. 

Senator Frrauson. Then we will furnish about the same aid as 
they are getting now. 

Mr. Strassen. Just about. 

Senator Frercuson. The letter should be taken in the interpretation 
and meaning that we are not going to increase the aid unless—— 

Mr. Byrroape. That is what the letter said, Mr. Chairman. We 
pointed out we would be glad to continue our military mission and 
point IV if Iran wished to receive it. 

Senator Fercuson. Does she want to receive it? 

Mr. Byroapr. So far she does. There have been rumors at times 
she would ask us to stop. That has not happened. 

Senator Frerevson. How much military aid are we giving to Iran 
now? 

(Discussion off the record.) 

Senator Fercuson. Does not Israeli object to giving any military 
aid to the Arab states? 

Mr. Byroapr. She objects very much, sir. 

Senator Fercuson. How are we going to then ride the horse be- 
tween Israeli and the Arabs? 

Mr. Byrroapr. May I answer that off the record? 
Senator Fereuson. Yes. 
(Discussion off the record 
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Mr. Srassen. I might say Iraq is devoting 70 percent of its oil 
resources for its own development. 

Senator DworsHak. She wants to know how to make the fullest 
use of those resources, is the reason for the need of sending technicians 
in there? 

Mr. Strassen. To a very modest extent. For the development of 
the agricultural economy of Iraq to get the stability of the whole 
country, a very small amount seems to be desirable. 


PRIVATE INVESTMENT IN TURKEY 





Mr. Chairman, you asked about private investment. Let me give 
you an example of what we are doing right now in Turkey. The 
Turkish Government has indicated that they are friendly disposed 
to the development of their resources through private investment. 

Senator Fercuson. Has Turkey made a change? 

Mr. Srassen. Yes. 

Senator Fercuson. A few years ago she certainly was on the road 
to the other extreme. 

Mr. Srassen. Turkey is in the process of changing and we are 
encouraging the change. In 2 months we are sending out a com- 
mission, headed by Mr. Clarence Randall, to sit down with the 
Turkish officials and consult with them as to what is the way in which 
you develop a country by its own private capital and by investment 
private capital coming in. We feel it will have a very significant part 
in that change in policy from all governmental activity to private 
activity. 

Senator Magnuson. There is one question, Governor, that sort of 
bothers me. I can see how the technical know-how in a country like 
India where they would not have the funds to employ that know-how 
themselves we could better help them out. But in the oil countries 
where they are selling oil for dollars or sterling, I do not see what the 
difference would be if they employed the know-how or we did. 

Mr. Srassun. In the countries where they have oil very little aid 
is involved from the United States. 

Senator Maanuson. A lot of the so-called know-how we are giving 
is not particularly in the oil business of the country. 

Mr. Srasseun. Not all in the oil. 

Senator Magnuson. It is in the other supplemental economy. 

Mr. Srassen. Agricultural and health. 

Senator Magnuson. Yes. I have often had the question asked me 
if they are selling oil and getting so much money, why do we have to 
send over engineers when they can employ them themselves. 

Mr. Srassen. I do not think there is a single oil country where we 
sent in any oil engineers under point 4. 

Senator Maanuson. Where other countries that are destitute and 
do not have the product to get the dollars or sterling, we might have 
to help them with skills. 

Mr. Srassen. Yes; in some places where they have the very low 
standard of living, and they do not have highly dev eloped governments 
or technical qualifications, we make a geological survey for them. 
From that we develop the basic potentiality of private industry 
investment coming in and helping the country. 

(Discussion off the record.) 
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Senator Dworsnak. In the past year, Governor, you allocated 
more than $2 million to Iraq. With that oil rich resource that they 
have, why should it be necessary for us to spend that much? Is that 
a good-will gesture? 

Mr. Strassen. It accelerates the way in which their agriculture and 
health improves. We feel it is a sound investment in a pretty 
critical area. 

SURPLUS OF FUNDS IN IRAQ 


Mr. Byroapg. Mr. Senator, there seems to be an impression that 
there is a surplus of funds in Iraq. I do not feel that to be the case. 
If Iraq builds herself up to meet what she considers to be her minimum 
defense needs—she is very much worried about the situation in the 
north, and the situation of her neighbors—she would have to cut back 
development to a great extent. We feel that a surplus is not available 
to that country. 

Mr. Strassen. Even with the oil, Iraq has an average per capita 
income of $64. That is above Libia with $40. It is above India 
with $53, but it is still low. They are starting to make progress. 
At the same time with the fact that there is oil there, you get increased 
agitation for more rapid progress. We feel by sending in some agri- 
cultural and technical people we can improve the situation. This 
is Iraq here, and you see the proximity to the Soviet border. It is 
of an extremely sensitive nature. These are mountain ranges and 
passes through here. It is an area of the world that you really have 
to pay a lot of attention to from the standpoint of safeguarding our 
security. 

(The following chart was supplied:) 
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Senator Magnuson. The whole point is that if anything should 
happen to that Middle East oil area, we could not attempt to supply 
Kurope with the necessary oil. 

Mr. Byroaper,. That is right. 

Senator Magnuson. We do not have the ships to begin with, let 
alone the oil itself. 

Mr. Strassen. You spoke of the oil movement. That chart shows 
its significance. This is the 1951-52 of the Near East movement of 
oil into Western Europe compared to prewar. 

(The following chart was supplied: ) 
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(Discussion off the record.) 


REQUEST FOR CARRYOVER AUTHORITY 


Mr. Byroapp. I would like to state, sir, that we are not asking 
funds for the Arab refugee program, even though we have authoriza- 
to do that. Alli we are asking for is carryover authority. 

Senator Magnuson. How much carryover do you have? 

Mr. Byroapg. $44 million. 

Senator Maanuson. Why could you not spend that last year? 

(Discussion off the record.) 


FUNDS FOR ISRAELI 


Senator Smira. Mr. Chairman, speaking of Israeli, I have a mem- 
orandum that I would like to read and then ask for the comments of 
Governor Stassen or Mr. Byroade. 

In fiscal 1952 to December 1952, $47,348,000 of United States money was 
was released to Israeli. Out of a total of $70 million obtained from Congress this 
year for refugee aid and special economic assistance, $25 million was devoted not 
to any program approved by TCA but to cover short term debts already incurred 
by Israeli. Intermim payments for aid total $17,448,000. It appears that this 
advancing of funds to cover short term debts occurred in November 1951 and 
April 1952, and September 1952, wherein such funds obtained from Congress on 
the premise they would be used for refugee aid and special economic assistance 
were used by the Israeli with the consent of the executive branch of the Govern- 
ment not the Technical Cooperation Administration, to pay maturing obligations. 
Funds diverted from such program purposes removed the United States from the 
control of the money. 

I would like your comment on that, and something as to how much 
money is being used for other purposes than for which it has been 
appropriated. 

Mr. Byroape. We do not consider that the use of the funds in 
the manner we have is illegal or inconsistent with the legislation. 
We are, however, extremely reluctant to see funds used in that manner 
because they do not go into the development of the country to make 
it self-sufficient, that is, future projects. They go to pay past short- 
term debts. We have done that on occasion in the past, because 
we have considered it to be in our best interests that government not 
go in default which she was certainly facing. 

Senator Smrrx. But contrary to the intent of Congress nonetheless, 
is it not? 

Mr. Garpiner. I would say not, Madam Senator. I think the 
legislation, as I recall it, in the previous 2 years read that assistance 
to Israeli be furnished on such terms and conditions as the President 
should direct. I think it was not contrary to congressional intent. 
As a matter of fact, a year ago the fact that those advances had been 
made was recited to the House Committee on Appropriations if not 
the Senate committee. The fact that they were made over a year 
ago certainly is well known in the Congress. 

Senator Smirx. As one who has supported much of the legislation 
hoping above hope that we could find some way to help these people 
raise their standard of living and thereby halt the progress de 
munism, I must say, Mr. Chairman, in the last few weeks of testimony, 
as I stated here Saturday, it seems to me that a great deal of duplica- 
tion, overlapping and use of funds other than that intended by Con- 
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gress has been occurring. That causes me to believe that even though 
the planning and the purpose were good, the administration of all of 
this has been very, very bad, and without the progress that we had 
hoped to make. I would like some time to go into the personnel mat- 
ters again, Mr. Chairman, whenever the time comes. 

Senator Ferauson. We are going to try to close today or tomorrow. 
We are going to hold a night session, if necessary, so | wish you would 
ask the questions now. 

Mr. Byroapp. Could I answer that off the record? 

Senator Smiru. Yes, indeed. 

(Discussion off the record.) 


MSA FUNDS FOR CAPITAL INVESTMENT 


Senator Smirx. Mr. Chairman, is there anything in the record to 
show what part of this money that has been appropriated for MSA 
goes to capital investment, payment of short-term debts already 
incurred, and as to who and when and how the policy determination 
is made? 

Senator Ferauson. There are some on certain items, but not 
overall. 

Mr. Anprews. Not overall. What the Senator is referring to I 
assume is the Israeli program, which was really a supply program. 

Senator Smirn. No, I was referring to the overall MSA program. 

Mr. Anprews. Overall TCA or MSA. 

Senator Smiru#. Overall both. I cannot distinguish between them 
and I seem to be running into duplication all the time. 

Mr. AnpDrews. There is no duplication between MSA and TCA 
in the 35 countries we work. 

Senator Smira. We hoped for a change when the organization 
comes; yet I find whatever question I ask is wrong to get the informa- 
tion I want. 

Mr. Strassen. You ask the right question, if I may say so, Senator 
Smith. In this matter we can furnish for the record a complete 
accumulation of it. May I say that it is very much the exception. 
It arises under certain circumstances where usually you are faced 
with a country going into default in foreign exchange, and thereby 
setting in motion a whole set of financial and economic circumstances 
that would undo much of what you are doing in trying to rebuild 
the economy of the country. Then it is restricted to those specific 
situations. Under the policies now, such a decision is only made 
with the concurrence of the Secretary of State, the Secretary of the 
Treasury, the Director of the Budget, and the Director of Mutual 
Security. 

FUNDS FOR FRENCH EPU PAYMENT 


There was one such transaction, for example, in the case of France 
in the month of May. France was on the verge of not being able to 
meet her European Payments Union payment. So what we call 
special resources were made available to the extent of $60 million to 
Gatach to meet this financial crisis. That fact then was reported to 
the Foreign Relations Committee. There has been some of it made 
available in some emergencies in Greece and Turkey over the last 
period of years. There Tove been some made available in this Israeli 
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situation to prevent default. As Mr. Byroade has said, we are tight- 
ening up very much on the necessity of their own import controls 
and capital controls. In the month of June we made available $6 
million to Israel. At the same time we advised them that they could 
not look forwar:’ to meeting their short-term debt during this next 
vear by this method, that they must begin to control their imports, 
marshal their own resources, and take careful management of their 
own payments from the Federal Republic of Germany and to secure 
private loans or private refunding so that they could carry through 
with their problem. 

We gradually try to straighten out their economic situation so 
they will neither default nor turn to us for short-term debt payments. 
But in these situations you are always faced with an alternative. 
Do you follow a completely hard policy that then permits a country 
to default, even though it may be partly their own fault from their 
previous actions, or do you try to have them tighten their policy 
and you give ground a little bit, but try to move them away from 
those kinds of policies in the future? 

That is the very complex situation that we move through in these 
countries. 

Senator Smrrx. I used Israeli not because of any feeling about 
Israeli, one way or enother, but beceuse IT happened to have the 
facts on that particular case, and [ wondered how typical it was. 

Mr. Srassen. Yes. France, Greece, Turkey. Austria also in- 
volved that situation. Do you remember any other countries, Dr. 
FitzGerald? 

Dr. FrrzGeravp. There was Iceland. 

Senator Smrru. That is part of the record that comes to Con- 


gress, or is that just an executive report? That is with respect to any 
of these loans. 

Mr. Strassen. I think they have all been reported to the Congress. 
In the case of this last French situation, it was a simultaneous trans- 
action because it was a transfer from other purposes in order to meet 
France’s crisis. 


SELECTION OF PERSONNEL 


Senator Smrru. Governor, while we are waiting for the chairman, 
I would like to ask about the personnel. How are your people en- 
gaged for these positions abroad? MSA; is it through civil service? 
We hear about technical people and specialists, and I wondered how 
vou grade them, how they are paid, and whether they get additional 
other than their salaries? 

Mr. Srassen. Yes, we have a personnel unit that is to function in 
accordance with the civil-service rules on the one hand and in line 
with the Foreign Service rules of the Department o State on the other 
hand. On the technical side we usually draw upon either the Depart- 
ment of Agriculture or the Department of Health, Education, and 
Welfare for assistance in the recruiting process. 

Senator Smrru. Then they go over for these foreign positions under 
State Department rules? 

Mr. Strassen. Those who serve overseas are in line with the Foreign 
Service provisions. 

Senator SmrruH. That is on the same basis as the Foreign Service 
in the civil service? 

Mr. Srassen. Right. 
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DETERMINATION OF PROMOTIONS 


Senator Smirnu. Under Civil Service regulations, how are the 
promotions made? Who determines how they come through in the 
foreign positions? 

Mr. Srassen. It is usually recommended from the field and then 
comes on through the regular line of command up to the level of the 
deputy in my organization. In other words, they must get at least 
that far. 

Senator Smire. The people are selected from your personnel? 

Mr. Srassen. That is right. 

Senator Smiru. And is the system a salary plus subsistence plus 
traveling? 

Mr. Svassen. That is right. 

Senator Smrru. What is the percentage? 

Mr. Strassen. It varies from coast to coast in line with the Foreign 
Service regulations of the State Department. 

Senator Smrra. We hear so much about the people in MSA getting 
such plush positions, living in such elegant ways, that we pay them 
extra for going over, yet they live very much more comfortably with 
very, very much less work to do. 

I would like to have something—if it is true I would like to know 
it, if it is not I would like to clear it up for the record, 

Mr. Srassen. There have been some instances of that in the 
past. I think there are very few instances of that at the present 
time. There will be none in another 6 months. 


REPORT OF BUSINESSMAN’S TEAMS 


The business team that went over in February were asked, par- 
ticularly, among other things, to look into that. Their report back, 
I think, almost unanimously, country by country, was that they 
found rare instances of plush living, that those were rather notorious 
exceptions; that they found, on the other hand, devoted people 
living under standards less than what they, themselves, would have 
enjoyed at home. 

Everybody speaks of Paris and Paris was bad from two stand- 
points: One, the number that was there, and another, the tendency 
to take over large homes. There were many other posts in the Near 
East and the Far East where it is quite the contrary. People are 
living under conditions of some difficulty, in many instances not 
anywhere near the kind of conditions that a very modest salarv 
would involve in living standards at home. 

So we cannot very well generalize. 


SUPERGRADE POSITIONS 


Senator Smirn. It has been stated that there were supergrades 
established to attract people from industry, yet there were less than 
10 percent of these positions held by experienced people from industry. 
Could you comment on that? 

Mr. Strassen. There were 50 supergrade positions established. We 
have 34 of them filled at the present time. As to there being estab- 
lished particularly with relationship to industry, I was not familiar 
what that fact. 
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I would say in the use I made of them since I came in, I feel we 
have attracted very outstanding people for those places. 


SALARIES OF TECHNICIANS IN INDIA 


Mr. Anprews. Mr. Stassen, if Senator Smith would like, I have 
here the averages of the technicians’ salaries and other costs, for 
India. The average annual salary of the technicians in India is 
$8,000 a year. That is about a top of a grade 12 civil-service grade. 
The hardship part differential—same as for the diplomatic personnel— 
averages $2,000 a year. 

The quarters allowance, which is also the same as allowed for all 
diplomatic personnel and other United States civilian Government 
employees overseas—in other words, the technical personnel have the 
same allowances that diplomatic personnel have—averages $1,600. 

The cost of living allowance in the case of India is $360 a year. In 
some places they do not have that. In other places it 1s higher, 
depending on the living conditions. 


TRAVEL ALLOWANCES 


The travel in connection with taking the man and his family over 
averages $2,200. Transportation of effects is $1,200. A total average 
cost per position of $15,360. 

Then a lapse of 25 perc ent has been calculated. Primarily because 
you don’t start all your people at the beginning of the year and end 
them at the end of the year. There is an average lapse there of about 

25 percent which makes the overall net man year cost of $12,370. 
That is average salary plus allowances. 

Senator Smirx. Is there a time requirement which controls the 
moving of the man’s furniture? 

Mr. Anprews. Yes. 

Senator Smirx. How long do they have to stay in? 

Mr. Anprews. They have a 2-year contract. 

Senator Smrrax. What happens if they don’t stay 2 years? 

Mr. Anprews. If we order the man out, of course, we transport 
the employee, his family, and his furniture back to this country. 

Senator Smirx. But if they decide they do not want to stay the 2 
years, what happens? 

Mr. Anprews. I imagine that would be a negotiated problem in 
which we would probably let the man sell his furniture over there and 
bring his family back. 

Senator Smirx. Is there ever a time when you do not pay the 
people’s travel back? 

Mr. Anprews. As far as I know, Senator, I would say I do not 
know of a case like that because it is very obvious that the person is 
not going to leave the country if he has to do that. 

If we discharge him, if we cause him to be discharged or recall him 
for reassignment or discharge, of course, obviously that is on our 
initiative, and we must bring the man back. 

Senator Smiru. There is really not much to prevent anyone from 
going over for a few months’ experience and getting travel expenses? 

Mr. Anprews. That is true. I would like to say, Senator, as far 
as I recall, that we have been forced to recall only five employees and 











ae 


MUTUAL SECURITY APPROPRIATIONS, 1954 735 


their families, because of their failure to perform. There have been 
instances where we have called people back for reassignment because 
of some other conditions. 


The fact that a technician has gone out there, as you might have 
inferred, going out for the ride and then on down and making 


us haul him back, we have only five instances where we have had to 
recall the family, that is on the technical assistance side. 

Senator Smirx. | was not thinking so much of the ride as getting 
abroad and seeing what it was like and coming back. 

Mr. Strassen. It would be this factor; it would be on their personnel 
record they had failed to carry out the contract. 


NO TRANSPORTATION EXPENSES FOR FIELD RESIGNATIONS 


Mr. AnpreEws. Just to show you I do not know the details on 
everything. The young man in charge of my budget shop has just 
told me that when a person resigns in the field before 1 year of his 
contract has gone by we do not pay any of transportation costs back 
to this country. 

Senator Smita. Would you give the committee the percentage of 
technical positions against the nontechnical in the whole program? 

Mr. Anprews. At the present time in our program, it is about 1950 
personnel in the field including the United States technician contract 
personnel, administrative rates and United States Embassy support. 
We have 1,093 people in Washington inc uding the TCA State 
Department support and personnel in other Federal agencies. 

Mr. Strassen. Mr. Chairman, I wonder if Mr. Byroade could be 
excused? 

Senator Fercuson. As far as the Chair is concerned, if there are no 
questions, he may be excused. 

Mr. Byroapr. Thank you, sir. 

Senator Smiru. That means we can go into open session, does it 
not? 

Mr. Strassen. That depends on what questions you have. 

(Off the record.) 

Mr. Strassen. We are ready to present the basic materials program. 

Dr. FitzGerald and Mr. Craig are here. That is section II], 157. 

Senator Fereuson. Is this an open session? 

Mr. Strassen. This can be open. 

Senator Frerauson. All right, this will be an open session now. 


BASIC MATERIALS DEVELOPMENT PROGRAM 


Mr. FirzGeravp. We have in this submission, Mr. Chairman, a 
basic materials development program which, while set up here as $40 
million, will now be $32% million because of the action taken by the 
conference committee. 

We have not had time to revise the details of the projects we propose 
in this program, but I want to stress in the first instance it will be a 
maximum $32% million rather than $40 million. 

The program consists of a proposed maximum of $25 millions worth 
of local currency, which, of course, under the provisions of section 
1415, appropriation legislation will require dollar appropriation, but 
those dollars will be paid over to the Treasury and become miscella- 
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neous receipts for the purpose of buying local currency as required, 
and $7% million projected as dollar requirements. 

The program contemplates the possibility of a million dollars in 
Europe, particularly in Turkey, for the development of an investment 
bank; 23% million in Africa, primarily the overseas territories; and 
approximately $8 million in Asia. 

‘he programs consist primarily of projects to back up, contribute 
to the interest of and the ability of private investment to get into the 
actual development, mining and production and export of materials, 
consisting of basic transportation and power requirements, and of 
materials production facilities such as in the case of one African 
development, coal from the Wankie mines, which is badly needed if the 
expansion of copper, cobalt, and uranium in other parts of Africa is 
to be undertaken. 

We have details of the proposed programs here. Mr. Craig and 
Mr. Moran can give you the brief details of each one of the respective 

rojects if you wish, or we can leave the matter, letting it develop 
i questions. 

I should add one more thing. The program as we contemplate 
it for fiscal 1954 concentrates primarily on manganese and chrome, 
cobalt, wolfram, and aluminum; in some instances as I have indicated 
earlier, coal, where it is needed for production of materials just men- 
tioned. 

BAUXITE PROJECT IN FRENCH WEST AFRICA 


We also have a small bauxite project in French West Africa on the 
list, and aniron ore and sulfur byproducts project in the Philippines 
of an exploratory nature and for the purpose of seeing shane 
additional sources of iron ore for Japan can be developed. 

It is a small project for expanding the production of coke and coal in 
Formosa, again for the purpose of making it possible for Japan to get 
satisfac tory, less expensive sources of raw materials than it has in the 
last 2 or 3 years where, in many instances, coal for Japan has had to 
come from the United States. That is, in part, of course, because the 
normal sources of Japanese supply of coal were in Manchuria and 
that trade has been now Seinen cut off. 

Senator Magnuson. How do you operate this program? 

Mr. FrrzGrrautp. These projects are primarily, of course, for the 
purpose of supplying these A strategic and critical raw materials 
for the expanding needs of the participating countries. 

They are not directly for the purpose of expanding the supply avail- 
able for the United States although to the extent that they do increase 
world supply of the materials that are in short supply, they, of course, 
do contribute to the availability of these materials for the use of 
American industry. 

LOAN CASE CITED 


Senator Magnuson. What is a simple case? How do you go about 
it? Somebody has a private copper mine and you think this country 
ought to increase their copper production and so you go in and help 
them build a road to it? 

Mr. FrrzGeraup. In most of these instances the funds are loaned; 
the local currency is loaned cither to the Government, if it.is a public 
construction operation like a road or a dam, or it is loaned to the 
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rivate company, if it is a private operation. If it is a port, it is 
loamaa to the port authority. Ifitisa railroad that is privately owned 
the loan is made to the privately owned railroad, the local currency 
that is mostly needed for these basic materials project. 

Senator Dworsuak. Would it not be good to have him tell us in 
detail what they did with the $64 million they have had in the past 
fiscal year? Then we might develop how they operate this program. 

Would that be more practical? 

Senator Fercuson. Yes, I think that would give us a line on what 
they are doing. 

What is the term of these loans? 

Mr. Moran. Under the section 514 program for which $16,610,000 
was obligated, we had three separate loan agreements in the past 
year. We had one with the French Government for projects in Mor- 
occo and Algeria. It was an amount of $7,537,000, all in French 
franes, that being the dollar equivalent. I believe it is over a 25-year 

yeriod. 
, Now, the terms of the loan are established with the help of the 
National Advisory Council both as to interest rate and as the length 
of term and determined on the basis of the capacity of the project 
to develop the funds necessary to amortize it and the terms in each 
instance are established separately. 


INTEREST RATE 


Senator Frrauson. What is the interest rate? 

Mr. Moran. This was a 5 percent interest rate. The loan was 
repayable in equal annual installments over a period of 25 years. 
The loan to the United Kingdom for the development of ports in 
British East Africa was at an interest rate of 5 percent and was, this 
time, for 20 years. 

The third loan which was to a German company, a Government- 
owned German company, at 6 percent and the term was, I believe, 
7 years, this being the case where the fund could be developed from 
the earnings of the company much more rapidly because it was an 
aluminum company. 

Senator Ferauson. Were any loans made to private enterprise? 

Mr. Moran. There have not been any loans under the program 
to date to private enterprise, sir, but the loans in each case have 
been made with the idea that it was necessary for the development 
of the public facilities and that for the most part, at least in the 
dependent territories of Africa where the roads and the ports can be 
developed, private investment has been forthcoming to develop the 
actual mining developments or plantations. 

Senator Frerauson. How much American money has been invested 
because of our investment here in these public projects? 

Senator DworsHak. Those three loans? 

Senator Ferauson. Yes. 

Mr. Moran. There has been no direct investment at this time 
under these. However, 1 American company has an investment 
in the Zellidja mining properties in Morocco, and the 3 projects 
make possible the expanding production of those mines. Without 
the power facilities and the additional transport facilities and the 
port facilities, the mines would not have been able to continue with 
their expanded development program. 
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I do not have, and I believe it is a confidential business secret, the 
amount of the total American investment in that property. 

Senator Fercuson. What do you mean secret; you do not want to 
put it here in the open session? 

Mr. Moran. They have not confided in us the amount of money 
they have actually invested in the properties. 

Senator DworsHak. Can you tell us who made the loan? 

Mr. Moran. It is an American mining company. 

Mr. Srassen. Is that the Republic Steel Co.? 

Mr. Moran. No; this is not the Republic Steel one. 


TOTAL LOAN TO FRENCH GOVERNMENT 


Senator DworsHak. What was the total loan? 

Mr. Moran. The total loan to the French Government was $7 
million. 

Senator DworsHak. I mean the amount of money. 

Mr. Moran. We do not know the amount of money they have put 
in the property. They have approximately a 50-percent interest in 
the mining company of these Zellidja mines in Morocco. They have 
been mechanizing these mines. 

Senator Dworsuak. Did they not get a loan from you people? 

Mr. Moran. No, not under this program. 

Senator Frerauson. Up to date you have not given private enter- 
prise any money out of this fund, under this basic materials develop- 
ment? 

Mr. Moran. No, sir. Because we have had no applications that 
meet our requirements, sir, and only one solid application at all. 
Unfortunately the company was not able to work out its own financing. 
They made us a proposition but they offered to raise $9 million and 
when the time came for them to do so they had found it impossible 
to raise the $9 million to make their contribution. This, therefore, 
has been carried forward as a project in the next fiscal year. 








FOSTERING PRIVATE ENTERPRISE 


Senator Ferauson. What evidence have we now that vou can get 
us that this is going to foster private enterprise? 

Mr. Moran. Our experience to date, sir, would be the best evidence 
and that is in Africa, the greater part of the productive activities 
are carried on as private enterprise. 

In some instances with Government participation, but in almost 
all instances with aciual management and control in the hands of ; 
private enterprise. 

The complaints that have been made to us in most instances 
concerning the increased investment by American mining interests t 
in Africa has been that mining deposits are located a considerable ; 
distance from the ports. The ports themselves are inadequate, 
the transportation facilities themselves are inadequate and in many 
instances there are no power facilities available. 

Senator Fercuson. Have you had any money paid back on any 
of these loans on this? 

Mr. Moraw. These loans: were only made in this past fiscal year 
and no money has been due. In previous loans of a similar character if 
we have had repayments, yes, sir. 
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Senator Fercuson. With all of the defaults we have around the 
world do you anticipate these will ever be paid? 

Mr. Moran. Yes, sir; our experience to date with previous loans, 
the strategic materials loans, which were a similar type of activity, 
although repayment was due in materials rather than money, in most 
instances, repayment has been made. 


EXPANDED COBALT PRODUCTION 


Senator Frerauson. Have any of these loans got anything to do 
with the cobalt? 

Mr. Moran. Well, in the case of the Morocean loan there is a cobalt 
producer in Morocco and we have attempted to get expanded produc- 
tion from that mine and the fact that there is power and transport 
available will make it easier for the expanded production at that 
mine. 

Senator Fercuson. How much money have you put out on this 
kind of project? 

Mr. Moran. It is roughly $16 million. 

All of this money that was put out in the past fiscal year was in the 
form of 10 percent local currency counterpart and none in dollars as 
such. The dollar equivalent of the loans placed is $16,610,000. 

Senator DworsHak. That comes a long way from totaling the $64 
million that they had for this program in fiscal 1953. 

Mr. FrrzGeratp. May I give you the summary? 

Of that roughly $64 million, $30 million of it was used by the Defense 
Materials Procurement Agency for materials for United States 
stockpile. 

Senator DworsHak. That is what we would like to get at, Mr. 
Chairman. What specifically did they buy? 

Mr. FirzGeraup. They bought aluminum, $10 million; chromite, 
$130,000; mercury, $1 million; industrial diamonds, $18 million; 
tungsten, $1 million; and miscellaneous, $200,000. 

Senator Dworsnak. That is for our stockpile in this country? 

Mr. FrrzGeraup. Yes, sir. That takes roughly half of the total 
that you have, sir. $16 million of loans Mr. Moran has just reported 
to you, sir; the other $16 million is also in the form of loans made by 
the Defense Materials Procurement Agency with local currency made 
available to them by Mutual Security Agency. 

Senator DworsHak. What was the total of that? 

Mr. FrirzGeratp. That was just about $16 million. 

Senator DworsHak. What is the $16 million to produce ultimately? 

Mr. FirzGeraup. Cobalt and nickel, fluorspar, one here for lead 
and zinc, one for chrome. 


LEAD AND ZINC STOCKPILE 


Senator Dworsuak. Where was the lead and zinc; what country? 

Mr. FirzGeratp. That was in Germany. 

Senator DworsHak. Would that go to our stockpile or be used in 
Germany? 

Mr. FrrzGerap. It would go to our stockpile. 

Senator DworsuHak. At a time when every lead and zinc mine in 
this country is in great distress? 





740 MUTUAL SECURITY APPROPRIATIONS, 1954 


Mr. FrrzGeraup. These were contracts made some time ago, 
Senator. If you want the details of each of these contracts we 
would have to get somebody up from Defense Materials Procurement 
Agency. 

Senator DworsHaKk. I would not want those at this time. 

Mr. Strassen. What was the size of the lead and zinc mine? 

Mr. FrrzGeravp. $120,000. Beryl, aluminum, tungsten. 

Senator DworsHak. How much tungsten? 

Mr. FrrzGerap. $831,000. 

Senator DworsHaxk. From what country? 

Mr. FrrzGrraup. This was a loan to producers in Portugal. There 
is a loan for lead and zine development to Portugal, $104,000. 

Senator Magnuson. Those are loans to private individuals? 

Mr. FirzGrraxp. In certain instances they certainly were. 

Senator Magnuson. Loans to private corporations, mining cor- 
porations? 

Mr. FirrzGrratp. Yes, sir. 

Senator Dworsuak. For which they provided these minerals to be 
stockpiled in the United States? 

Mr. FrrzGeraup. They are to repay in minerals over a period of 
5 years or more. 

Senator Magnuson. What if we do not want the minerals, then 
what? 

Mr. FrrzGeraup. Again you understand, Senator, that the details 
of these are handled by the Defense Materials Procurement Agency. 
My understanding in all instances is that these are associated with a 
contract or other arrangement whereby the materials, the products as 
delivered in repayment of the loan go into the stockpile and that that 
is a firm arrangement already made. 

Senator Magnuson. Supposing we quit stockpiling; supposing we 
have enough lead and zine for some of these things; then what do we 
do? Then we have given some money to a private corporation? 

Mr. FirzGeravp. We take the lead and zinc. 

Senator MaGnuson. Suppose we do not want the lead and zinc? 

Mr. FirzGrratp. Presumably we would sell it. 

Senator MaGnuson. In the open market? 


STOCKPILE GOALS ESTABLISHED 


Mr. Moran. The stockpile goals have been established, sir. We 
want to stock certain amounts of each commodity. These contracts 
are only made with the approval of the stockpile authority which 
takes them into account in determining the extent to which it is 
filling its goal in each category, and we do not make contracts beyond 
the stockpile goal. 

Senator DworsHak. You did not make those contracts, the 
Defense Materials Procurement Agency did? 

Mr. Moran. Yes, sir. 

Senator Dworsnak. Tell them down there that every lead and 
zinc mine in this country is shut down; no need of buying lead and 
zine in Africa or any other place. 

Mr. Craig. These contracts were made earlier. 

Senator Magnuson. You said these loans were not made to any 
private corporation? 
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Mr. Moran. I was speaking of the section 514 program. 

Senator Maenvuson. This is kind of an international RFC, is it not? 
Is that not a pretty good description of it? 

Mr. Moran. Except that it is connected directly with our stockpile 
program. 
REPAYMENTS 


Senator Macnuson. To be paid in kind in most cases, whereas if 
an American miner borrowed he would have to pay back in dollars. 
That is correct; is it not? 

Mr. Moran. No, sir. I think under the Defense Production Act 
a contracts can be made with American producers for repayment 
in kind. 

Mr. Srassen. In RFC they were trying to save cost; in this case the 
whole approach was to try to get materials that were needed. 

There have been instances, the lead and zinc one, where there was 
not a need, as it later developed, for the particular item. I believe 
the two small lead and zine ones might be the only instances in this 
program where there are materials that are not scarce. 

Senator Maanuson. I was thinking of a situation where you might 
get the stockpile filled up and you found you did not want the material, 
then there would have to be some arrangement for repayment. 

Mr. Strassen. You would fill the stockpile a little bit overfull. In 
— ee there is no particular magic in a certain amount in the 
stockpile. 

Senator Maenuson. No, but we have in the last year made some 
decisions on stockpiling; cut it off. 

Mr. Strassen. That is right. When the Korean war broke there 
was not an adequate supply of raw materials and it had the effect on 
the one hand of sending some of the prices skyrocketing, and on the 
other hand of a great shortage of some materials. 

Then they went out to develop more sources of these scarce raw 
materials. In some instances, like lead and zinc, they overshot their 
mark very definitely and got an oversupply. 

Senator Magnuson. You take a 20-year contract, 5 years from now 
we may decide we do not want some of these metals. They may 
become obsolete in themselves. Then we ought to have some arrange- 
ment that the private corporation that benefited by the loan would be 
able to pay it back in some manner, either in his own country’s 
currency 

Mr. Strassen. In these contracts you definitely take the payment in 
materials. 

Senator Maanuson. We get the materials whether we like it or not? 

Mr. Strassen. Yes. 





PROCUREMENT OF LEAD IN GREENLAND 


Senator DworsHak. Governor, on pages 393 and 394 of the House 
hearings on this bill, I refer your attention to the fact that they had a 
total of $130 million of commitments on this materials program 
through March 31, 1953. 

Roughly, it shows that we are enco ing the procurement of 
lead in Greenland; lead and zinc, copper and zinc, chrome, beryl, and 
mica in France or colonies of France; and bauxite in Greece; zinc, 
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magnesium in Greece; and Italy, zinc, cadmium, fluorspar, lead; 
and of that total it shows there was a commitment of about $47% 
million to the United Kingdom for the purpose of developing for 
procuring bauxite in Jamaica; copper, cobalt in Northern Rhodesia; 
and lead, copper in Tanganyika; asbestos in Southern Rhodesia; 
copper there likewise. 

| wonder if we could have some data, information, as to the status 
of these developments? 

I would personally like to know, representing one of the leading 
mining States in the West, what the future outlook is for expanding 
production of these minerals, some of which are in short supply, 
but plenty of which are not. 


IMPORTS OF BRITISH COPPER 


Copper, for instance. I would like to remind the Governor that I 
requested him to prevent the British Government from dumping 
75,000 tons of copper which, reportedly, it was planning to do soon, 
and I wonder if you can tell us what the situation is; whether we can 
anticipate an influxion of many of these minerals which are already 
in surplus stock. 

I do not think if we need them for stockpiling we have to go to 
Africa or any other place to purchase them. Can you tell me some- 
thing about that? 

Mr. Srassen. I think the first important thing to say to you is I 
do not believe that the copper has moved on the market yet. I hope 
I can report continued progress to you. 

Senator DworsHak. I hope so, too. 

Mr. Strassen. The next thing is I believe that the only minerals in 
this whole list that are now in oversupply are lead and zinc, of those 
listed. 

I think copper is still rather scarce. In other words, the prices are 
very high. I believe that this huge quantity should not hit the 
market or it will break it. But our own stockpile of copper could 
absorb a considerable further amount. 

Senator Dworsnak. I think that is true right now. There is 
plenty of copper coming in from foreign countries, particularly South 
America, Peru, and Chile, and production is such that in a very 
short time we are going to have a surplus of copper and with the 
pricing crisis that has occurred already in zinc. 

Mr. Strassen. That is in the future market. I believe the copper 
situation is quite different from lead and zine. 


ALUMINUM IN SHORT SUPPLY 


Now, in aluminum we are still in short supply. We are short of 
stockpile goals there. 

I think this bauxite development has been a very desirable one 
from the Nation’s point of view. 

We can furnish for the record the status of these various projects, 
I presume, particularly the lead and zine projects and the copper. 

Senator DworsHak. Cobalt, manganese, tungsten, and all of those 
because we are producing them in this country. The main con- 
sideration is that as we produce these minerals in Africa, they pay 
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a wage scale that probably is a dollar a day compared with $15 to 
$18 a day paid in American mines. 

So, obviously, there can be no real competition on the basis of cost 
of production. 

So I want to stress the importance of not expanding, overexpanding, 
the production of these minerals in Africa under this program when it 
is apparent that the ultimate result will be the closing down of mines in 
this country which produce copper and tungsten and manganese and 
antimony and many of these other minerals. 

It is true we may have needed at one time some of these for our 
stockpile, but I think if today the information concerning our stockpile 
was not restricted, that we would know that there is little if any justi- 
fication for dumping mullions of dollars in Africa and other countries 
abroad to expand mining production when today in many of the West- 
ern States, as was testified during the past week by representatives 
of labor organizations, they have had unemployed miners in New 
Mexico, for instance, for 6 months. 

In my own State of Idaho, these lead and zine mines cannot com- 
pete with foreign competition because of the low cost of production in 
those countries. I am sounding that warning because, while we want 
mutual security for these countries abroad, I think we cannot maintain 
an economic stability, as you have pointed out, Governor, frequently 
in your comment with which I heartily agree, unless we rec ognize we 
must have solidarity and security at home in our mining industry. 


STABILIZATION OF AMERICAN MINING INDUSTRY 


While we have some commitments and obligations to help the 
mining industry abroad, I think that we should first give considera- 
tion to stabilizing the industry at home. 

Do you agree with me on that? 

Mr. Srassen. I think we should do both. In other words, we 
should have a sound mining industry at home and a good world situa- 
tion on the source of raw materials. 

Senator DworsHak. I know we cannot rely on materials in Africa 
if we got in a global war and had submarines close off the transporta- 
tion lanes, block them completely. What good would it do to have 
expanded production in Africa and mines shut down in the United 
States that might require 6 months to a year to reopen? 

Mr. Strassen. Of course, it is the objective of the United States 
States Navy not to have submarines cut off us from a place like that 
from other parts of the world, but that is also another reason why you 
stockpile a certain amount of these materials to have them available 
in continental United States for quick use. 

There are quite a number of these minerals which we must import. 
In other words, we do not have a supply in the United States. 

Senator DworsHak. You take antimony. ‘The principal antimony 
producing mine in the United States was in Idaho. It was shut 
down a year ago; 320 men were thrown out of employment. So it 
places this country entirely at the mercy of the producers of antimony 
abroad. We are not producing today a single ton of this antimony. 

So it is difficult to contend we must encourage the production of 
antimony in Africa or elsewhere and close down the mines in this 
country and have no production. 
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The same thing is true of tungsten, manganese, and many of these 
other minerals. 

I agree with you it is all right to stockpile, but if we dissipate these 
stockpiles and have all of these domestic mines in the United States 
close down, then where do we have any security if we become involved 
in a global war quite suddenly? 


MANGANESE IMPORTS 


Mr. Srassen. In manganese we are importing about 96 percent of 
our supply. There is very little manganese produced in the United 
States under any circumstances. 

Senator Maanuson. The one manganese operating plant and the 
one mine, the big one, at Chewelah, is closed down. There may bea 
good reason, but they are closed. 

Senator DworsHak. For commercial reasons? 

Senator Maanuson. I do not know, but they closed up. 

Mr. Strassen. What State is that in? 

Senator MaGnuson. That is near the Canadian border in the State 
of Washington. That is the one big producer and they are closed, 

Mr. Strassen. How long did they operate? 

Senator Maanuson. During the war they operated. 

Mr. Srassen. They might have operated during the war under a 
special subsidy. 

Senator Ferauson. Does that mean now that we are going to say 
to other countries that we will subsidize you and close down mines in 
this country because they would have to be subsidized? 

Mr. Strassen. No; that is not our policy. 

Senator Fercuson. Is that not exactly where we find ourselves, 
Senator Magnuson? 

Senator Magnuson. I do not know. I was going to pose this ques- 
tion: Why is it not better to make a contract to buy these things, say, 
from Portugal, over a period. We have said we are going to take the 
stuff for 5 years; why not just buy it? If we need it just go out and 
buy it. If they had the contract to deliver the amount of stuff they 
are going to deliver under this contract in material, they could go and 
increase their production on the basis of their contract and orders. 

Mr. Strassen. That is in effect, of course, what has been done in 
some of the situations. 

Senator Maanuson. If the loans are all paid back? 

Mr. Strassen. Yes, buy the materials. 

Senator Magnuson. I do not know why we just do not go out and 
buy the materials when we need them. 

Mr. Strassen. The materials are not necessarily there if you have 
not developed the sources. 

Senator Maanuson. No, but we can make the commitment based 
on our stockpile estimate, that “from you, Mr. Portugal Mine, we will 
take this type of metal for so many years,” and pay them. 

Mr. Strassen. It depends—the Defense Materials Procurement 
Agency has made some such transactions. 

Senator Maenuson. I think they have some South American 
countries, but over here we do it in reverse; I do not know why. 
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TUNGSTEN SITUATION 


Senator DworsHak. What is the tungsten situation? 

Mr. Craic. That has been much more free than it was during the 
earlier period of the Korean affair. There have been a great many 
mines that have been developed in Portugal and elsewhere to increase 


the availability to take the place of China. 

Senator DworsHak. How much of this $32 million that you are 
asking for this year will be used to expand mining production abroad, 
similar contracts to which reference has already Sean made? 

Mr. Craia. In one way or another they will all be used for the 
encouragement of increased production of materials. 

Senator DworsHak. $32 million during the next year? Where 
will it be primarily, in Africa? 

Mr. Craia. Primarily in the overseas territories of Africa and 
something over $8 million in southeast Asia. 

Senator DworsHak. Name the minerals that you will be producing. 

Mr. Crara. The list includes manganese, chrome, coking coal —— 


COKING COAL FOR JAPAN 


Senator Magnuson. Coking coal? 

Mr. Craia. That is correct, sir. That is a Formosa project pro- 
posed to develop coking coal for Japan in order that it may be possible 
to make Japan somewhat less dependent than she has been on the 
Asia mainland and expensive far-off sources. 

Senator Macnuson. Now here we have a project where we don’t 
get it back? 

Mr. Crara. This, sir, is a basic materials project which is intended 
largely 

Senator Maanuson. To aid Japan. 

Mr. Crata. To aid Japan in order to cut down on the amount of the 
cost. 

Senator Fereuson. Is this a loan? 

Mr. Craia. This would be a loan. 

Senator Ferauson. To the Formosan company? 

Mr. Craia. In the case of Formosa it would be a loan that would be 
repaid in local currency. This one I am afraid I will have to look up. 

Mr. Srassen. Finish the list. We can get an overall picture of 
that. 

Mr. Craia. It includes, tin, wolfram, another project coal and iron 
ore, aluminum production, copper, and cobalt in Africa. 





EFFECT OF REDUCED APPROPRIATIONS 


Senator DworsHak. What would happen if we did not give you 
any money for expanding this mining abroad, and we tried to use a lot 
to that money at home or, if we do not use the money at home, at 
least give some encouragement that there will not be cutthroat 
competition from abroad for domestic producers of these minerals? 
What would happen then? 

Mr. FrrzGeravp. Understand, sir, that most of these funds re- 
quested are (a) local currencies, and (6) are designed to increase the 
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availability of these raw materials for the other free countries of the 
world. 

Senator Dworsnak. | thought you told us a little while ago you 
were going to use some of these materials to stockpile in this 
country. Did you not tell us that? 

Mr. FrrzGuratp. There are 2 programs here, 1 of which is the 
historical program which we started back in 1948 and 1949, which 
involved entirely either the purchase of material for the United 
States stockpile or the expansion, the making of loans to increase the 
flow of material to the United States. 


FINANCING OF MOTHER COUNTRIES 


Senator Frrauson. Is most of this money not going to the mother 
country of colonial powers? 

Mr. FirzGrraup. Might I just complete my sentence? 

The program that we are proposing for fiscal 1954 is under section 
514 of the MSA Act and not under section 115 (h), which was that 
program for increasing the supply of materials coming directly to the 
United States for stockpile or other purposes in the United States, 
which was turned over to Defense Materials Procurement Agency in 
December of 1951. 

The program we are presenting to you here today, sir; is for the 
development of materials or services facilities contributing to produc- 
tion of materials for Japan, for Western Europe, for the other industrial 
countries and not directly for the United States. 

I want to make that clear to Senator Dworshak because in talking 
about what we have done in the past under section 115 (h). 

Senator Fercuson. What is the answer to my question? 

Mr. FrrzGeratp. Would you mind repeating the question? 

Senator Ferauson. My question was, Are you not financing the 
colonial powers, mother countries in their colonies? 

Mr. FirzGerautp. We are supplementing the financing that the 
mother countries are doing themselves. 

Senator Frrcuson. We are financing them at least, whether it is 
supplementing or otherwise. 

Mr. FrrzGeravp. Yes, sir. 

Senator Frrauson. Does not including these colonial countries 
indicate that we are favoring colonialism, that we are financing the 
mother country in those countries? 

Mr. Strassen. I think, Senator, that is a step of getting these colonies 
into a greater degree of independence, both economically and politi- 
cally ; 

Senator Frreuson. How are you saying you are getting them 
greater independence when you are putting “them farther in the hole 
to the mother country by financing their mother country? 

Mr. Strassen. We are developing their own resources on the basis 
it will make it possible for them to be economically self-sufficient and 
to be more independent. 

Senator Frerauson. But the money is going to Britain and France 
and the Dutch and the Portuguese and various other people. 



































MUTUAL SECURITY APPROPRIATIONS, 1954 


INDONESIA RESOURCES DEVELOPMENT 


Mr. Strassen. In Indonesia the resources were developed, their own 
rubber and tin and so forth and when their resources were developed 
to a certain stage that they could be self-supporting they became an 
independent republic. 

Senator Fsreuson. That is not what made them an independent 
republic. You know what America did there. America put its power 
behind the Indonesians and therefore the Netherlands were unable to 
hold out. 

Mr. Srassen. What happened there was that after attaining con- 
siderable strength and self-sufficiency, they went before the United 
Nations and through the United Nations cease fire and negotiations, 
they became an independent republic and are now self-supporting. 

One of the interesting facts is that the Dutch now have a good 
business relationship with the Republic of Indonesia. 

Senator Fercuson. Did we not throw our weight on the side of the 
colony in Indonesia? 

Mr. Srassen. I think there was a variation in the policy for a 
period of time. 

Senator Ferauson. Let us go to north Africa now. 

Are we not giving this to France, this money? 

Mr. Strassen. It is going to the development specifically in the 
territory. 

Senator Frerauson. Yes, but who owns the mine? 

Mr. Strassen. It might be various private individuals in some 
instances, governments in others. 

Senator FreraGuson. Are we loaning to the private individuals or 
are we loaning to the countries? Who signs these contracts; who is 
going to repay this money? 

Mr. Strassen. Mr. Moran? 

Mr. Moran. Because of the bilateral agreement with France the 
loan is made to France, but under the specific provisions that all the 
money must go to the development of the territory itself and is 
repayable through France by the territorial companies. 

Senator Frerauson. That is exactly what I have been saying, we 
are supporting the mother country in the colony. 


DEVELOPING GREATER DEGREE OF INDEPENDENCE 


Mr. Srassen. Developing the resources in the territory and the 
development of one of these areas is an essential prelude to their move 
to a greater degree of independence. 

You do not get a movement of that kind of greater self-support 
unless there is a development within the territory. 

Senator Firauson. Then you think we are advocating the over- 
throw of the colonial power by strengthening the people down there? 

Mr. Strassen. You know that is not what I said, Senator. 

Senator Frrauson. | know that is not; that is not what you mean. 

Mr. Strassen. | am saying that the evolutionary process by which 
people advance in their own economic status, their own development 
of their own resources, their own educational attainment, is the process 
by which they gradually come from a colony status to independence 
and self-government. 
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Mr. Moran. The Gold Coast is a perfect example, after Indonesia, 
of the same thing. The Gold Coast did become a colony that is 
self-supporting and it is evolving rapidly as an independent republic 
in the British Empire. 

Mr. Srassen. They have a Prime Minister who was educated in 
this country, a very able young man. 

Senator Frrcuson. I would like to go to one project that Portugal 
obtained some money on, an ore-loading facility at Beira. Is there 
anybody familiar with that? 

Senator Smrra. While they are looking that up, Governor, would 
you tell us if that money that is earmarked for the development of 
minerals going through the mother country is supervised? Do we 
have assurance or any way of checking that that entire amount of 
money goes to the purpose for which it 1s set up? 

Mr. Strassen. We do supervise it. 

Senator Smita. We know that that money does go to that purpose 
and is not retained by the country for something is: 

Mr. Strassen. Yes, we do. 

Senator Fercuson. Do you have that project? 

Mr. Crara. Yes. 

Senator Ferauson. How much money did we put on that project? 


FUNDS FOR NETHERLANDS GUILDERS 


Mr. Crara. ECA advanced, or at least undertook to advance, 
$670,000 in dollars and 5.3 million Netherland guilders. 

Senator Fercuson. Where did we get the Dutch guilders? 

Mr. Craia. Those came from 10 percent counterpart. 

Senator Ferauson. We took the Dutch guilder that we had, 10 
percent, in the Netherlands and put it in on this project? 

Mr. Craia. That is correct, sir. 

Senator FerGuson. So it was in effect American dollars? 

Mr. Craia. This was funds which were available to the United 
States Government for its use. 

Senator Ferauson. How much was this worth in dollars, 5,300,000 
guilders? 

Mr. Crara. 1,394,000 American dollars in guilders. 

Senator Ferauson. So we put up about $2 million, a little better 
than $2 million? 

Mr. Craia. That is correct, sir. 

Senator Fereuson. Now, what was that for, that $2 million? 


DEVELOPMENT OF PORT OF BEIRA 


Mr. Crara. This was substantially for the purpose of developing 
the port of Beira to increase their ore-loading capacity and facilities 
for petroleum, at the port of Beira in Portuguese Mozambique. 

Senator Ferauson. You stated you had the right to inspect these 
projects; is that right? 

Mr. Cratic. That is correct, sir. We had the right to inspect. 

Senator Frercuson. Did the firm of Knappen, Tippetts & Abbott 
try to inspect this port? 

Mr. Moran. That is a rather complicated setup, sir, and I think 
I should explain the relationship of Knappen, Tippetts & Abbott to 
this contract. 
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The Portuguese agreed to expand the facilities at Beira if we would 
help them with the foreign exchange cost on a loan basis. 

Senator Fercuson. Is that a loan? 

Mr. Moran. This is a joan, sir. Because the Munitions Board 
which was responsible for policy in this regard as to where we should 
get the materials told us that the port of Beira was the sole outlet for 
chrome ores from Southern Rhodesia and that we might be dependent 
almost solely on those ores in the event of international difficulties 
and they said we should do everything we could to expand the facilities 
for the transport of those ores. We negotiated with the Portuguese 
for the expansion of facilities at the port of Beira. 

This is only one part of the expansion of the facility. They went 
ahead on their own to expand the rest of the facilities of the port and 
the railroad which connected the port with the Rhodesian railways 
which in turn connected with the mines. 

They proposed to let a contract and borrow from us the funds neces- 
sary for the foreign exchange cost of the work. When they tried to 
let the contracts the bids that they got were out of all reason. They 
were in the neighborhood of $6 lee. Our own experts figured this 
was far too much money for the kind of job that was proposed. 


PORTUGUESE REQUEST FOR CONTRACT 


Finally, the Portuguese asked if we would arrange for them a con- 
tract with an American consulting engineering firm in order that speci- 
fications for the work to be done could be drawn up in sufficiently 
clear outline and detail that adequate bids at a reasonable price could 
be secured. 

As a result of that we finally introduced them to two American 
engineering firms and they decided on a joint contract with John S. 
Thompson of Albany, a contractor, and Knappen, Tippets & Abbott. 

They made these contracts with these two companies to perform 
two services, to prepare the specifications in order that the Portu- 
guese could call for bids, and to review the bids as submitted and help 
the Portuguese choose the low bidder, there being complications in 
that regard. 

There was an agreement that we would, as a part of our overall 
contract, lend them the dollar funds for this purpose, but as a matter 
of fact. they made the payments under these contracts from their 
own funds, after the bid was let to a Dutch company, which is why 
the Netherlands guilders come into the problem. The Portuguese 
made a second contract with John S. Thompson and Knappen, 
Tippetts & Abbott under which those two companies were to review 
all of the drawings for compliance with the specifications, the drawings 
prepared by the contractor and subcontractors and, to the extent 
they were asked to do so, by the Portuguese Government, make 
inspections of the work in progress and report to the Portuguese 
Government on such work. 


RIGHT OF INSPECTION 


In view of the fact that we were lending the money to the Portu- 
guese Government for the foreign exchange costs, we had inserted 
in the agreement between the Portuguese Government and the Ameri- 
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can private concerns to help us in our followup, a provision that we 
would receive copies of all reports made by these two companies, 
Now, this is exclusive of our own prov ision in the contract with the 
Portuguese of the right to inspect, sir. 

Senator Ferauson. This Knappen, Tippetts & Abbott firm was 
acting as a double agent, both for the Portuguese and for the MSA? 

Mr. Moran. With the agreement of the Portuguese, to a limited 
extent. 

Senator Fercuson. That is what I say; they were acting as a 
double agent for inspection. 

Mr. Moran. Yes, but they were acting for the Portuguese insofar 
as the Portuguese could or could not, as they wished, invite them to 
make inspections. There was no provision that MSA had the right 
to insist on inspections by them. There was a right under contract 
by ECA and the Portuguese Government that we could inspect. 

Senator Fercuson. Why could not you use the Knappen firm to 
mspect? 

Mr. Moran. We could have done so, but we would have had to 
do so at our own expense. 

Senator Frerauson. Did you try? 

Mr. Moran. We never had occasion to try; no, sir. 

Senator Fercuson. You mean to say that you did not try to use 
them and they were refused admission? 

Mr. Moran. They were not refused admission, sir, because it was 
up to the Portuguese whether they felt, under their contract with 
Knappen, Tippetts & Abbott, that they ‘needed this service. They 
decided they did not need the service and did not call for it. 

Senator Frercuson. Was not MSA informed that Portugal re- 
fused to allow the Knappen firm to inspect? 

Mr. Moran. No, sir. The Portuguese did not refuse to allow 
them to. We are informed that Knappen, Tippetts & Abbott felt 
that further inspections were necessary, had approached the Portu- 
guese and had been told by the Portuguese that they did not think 
such inspections were necessary at that time, but would want in- 
spection later. 

The Portuguese then did not call for inspections later, as they said 
they would. Then the contract was completed in November of last 
vear, 1952, and we were informed subsequent to that date that the 
Portuguese, although they had told Knappen, Tippetts & Abbott 
and ourselves that “they intended to call on the American firm for 
inspection prior to accepting the work, had not done so. 


MSA INSPECTIONS 


Senator Ferauson. How many inspections did MSA make? 

Mr. Moran. MSA made one inspection through its mission chief 
at Lisbon who visited the properties. 

Senator Ferauson. Now, what would that chief know about this 
project? He was not an engineer, was he? 

Mr. Moran. No, sir. 

Senator Ferauson. Then what could he know about it? How could 
you inspect by sending a mission chief down? 

Mr. Moran. It was a nontechnical ins ection of the properties 
itself to see if work seemed to be goimg ahead weil. 
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Senator Frercuson. How could he tell if it was going ahead well? 

Is that the way you handle $2 million? ‘s that what you call 
inspections here? 

Mr. Moran. No, sir. 

Senator Ferauson. Were you not refused inspection there? 

Mr. Moran. No, sir. 

Senator FerGcuson. You say you were never refused your right of 
inspection? 

Mr. Moran. Not to my knowledge, sir. 

Senator Ferauson. Have you ever had any complaints from the 
Knappen firm that they wanted to inspect for you? 

Mr. Moran. We had such statements, sir, but they wanted to 
inspect at the expense of the Portuguese, and the Portuguese said 
they did not feel that the expense was justified. 

Senator Frrcuson. Has it ever been inspected? 

Mr. Moran. Yes, sir; we sent our own engineer from Paris to 
inspect it in January of this vear after we had heard there had been 
some difficulties. He made a report to us. We felt that, having 
lent the money to the Portuguese and the Portuguese being respon- 
sible to construct the thing properly and run it properly, being re- 
sponsible to pay us, and having made payment to date, that the 
responsibility was theirs to see it was put in proper order, and we 
negotiated with the Portuguese to attempt to get them to take the 
necessary steps. 


HIRING OF PRIVATE INSPECTORS 


When we found this was not being done, we did hire Knappen, 
Tippetts & Abbott, and we did send them to Beira, and their engineers 
are now in Beira making an inspection and reporting to us. 

Senator Furcuson. You are going to pay them? 

Mr. Moran. Yes, sir. 

Senator Fmrrauson. Was it faulty or improperly constructed? 

Mr. Moran. We do not know, sir. 

Senator Ferauson. Here you have allowed the contract to go along, 
and it has gone along for a couple of years, and all you ever sent down 
was a mission chief where you had several million dollars involved? 

Mr. Moran. No, sir; we also sent an engineer down in January of 
this past year. 

Mr. Strassen. Mr. Chairman, may I say to the chairman that we 
entered into this further contract with the Knappen, Tippetts & 
Abbott firm on June 16, 1953, to follow this through and clear it up? 
I believe they have engineers ‘down there right now to wind this up. 

Senator Frreuson. Did you get any reports that the thing was 
not correct? 

Mr. Srassen. There have been some indications that it was not 
functioning properly. That is why I have ordered this followup 
survey by this Knappen firm to be sure what the situation is. That 
contract was entered into on June 16, 1953. 

When those engineers get back, I feel we will know for sure what 
the picture is. 

Senator Fercuson. Has all of our money been advanced? 

Mr. Srassen. They have also been paying some back on the loan. 

Senator Fereuson. Has all of our ee isn advanced? 
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Mr. Moran. All but 300,000 guilders. 

Senator Frrcuson. Is this the way other projects are being in- 
spected? Would you say this was a fair inspection? 

Mr. Srassen. It is now, Senator. This Knappen firm, I think, 
will give us a good windup now. 

Senator Fercuson. Is it not too late? All the money is up but 
300,000 guilders. Supposing it does not work? 

Mr. Strassen. We will make it work. 

Senator Fercuson. We will have to put more money into it. 

Mr. Srassen. We might have to put more into it, but if we have 
this much invested we want it to work and you want it to be a sound 
outlet for chrome ore; so we are in the process—in fact Mr. Rand, 
my new deputy, is a man of great experience in materials and facilities 
and so forth, and he is following all these situations in various parts 
of the world. 

Mr. Crate. This is an undertaking of the Portuguese Government. 
It is a matter of interest to them to see that the Portuguese operate 
to develop that area. They have been making their repayments on 
time beginning last year. 


PORTUGUESE CONTRIBUTION 


Senator Ferauson. How much money has Portugal in this par- 
ticular project, I mean in the dollars? 

Mr. Craig. I am told it is approximately a million dollars in their 
own currency. 

Senator Ferauson. Were not the reports received by the MSA 
that the conveyor was not working properly and in January of 1953 
an officer of the SRE inspected the new docks and conveyors and 
MSA at Washington had received a preliminary report? 

Mr. Strassen. That is the engineer from Paris that the witness 
spoke of, that is the SRE engineer. 

Senator Ferauson. Didn’t he report it was faulty? 

Mr. Strassen. That it wasn’t operating in accordance with the 
original specifications. He recommended that the United States 
Engineers who had drawn up the specifications should inspect it and 
recommend corrective action. So we have followed that up now by 
sending the Knappen firm back down there. 


JUDICIOUS HANDLING OF PROJECT 


Senator Ferauson. Do you think this project was handled prop- 
erly? 

Mr. Srassen. I will know when I get this. 

Senator Frerauson. For 2 years no inspection was made except 
sending a mission chief down who was not an engineer. 

Mr. Srassen. The question is whether the first report of its not 
operating correctly was the January report. 

Senator Ferauson. Isn’t the evidence clear that that was not the 
fact. Way back this firm wanted to go down and inspect. 

Mr. Strassen. I think they did make a request that the Portuguese 
Government hire them to go back. I think at that stage you got in 
a little matter of friction between engineering firms. That some- 
times can be an unfortunate situation. In any event we got on top 
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of it in January and followed it through so that the Knappen firm 
who drew the specifications are down there now and I think we will 
not only find out what the situation is, but we will get it wrapped 
up in safe form. 

Senator Feracuson. How much are we going to pay them to go 
down and inspect it and get us out of the trouble? 

Mr. Strassen. I think a reasonable fee for the services they render. 

Senator Fereuson. How much? Do we have a contract with 
them? 

Mr. Craia. That is a contract with maximum of $15,000. 

Senator Fercuson. To go down and make inspection, is that 
correct? 

Mr. Craia. That is correct. 

Senator Ferauson. We will have to pay that? 

Mr. Craia. This will come out of the program. 

Senator Fercuson. Didn’t you get a report that the conveyor as 
presently being operated will not handle certain sizes of chrome ore 
now being delivered to the port which constitute about half of the 
current deliveries? 

Mr. Craia. This is the reason why we hired the Knappen, Tippetts 
& Abbott firm to go down and inspect because we did receive such 
reports, rom our own engineer and from other sources as well. 

Mr. Strassen. And from our United States Consul and from some 
private United States sources, too. 

Senator Fercuson. | have a report here which I wish to present- 
for the record. 

(The report referred to follows:) 


SENATE COMMITTEE ON APPROPRIATIONS 
Division oF INVESTIGATION 
REPORT ON ORE LOADING FACILITIES AT BEIRA, MOZAMBIQUE 


In 1951, the Government of Portugal contracted with a Dutch firm for the 
construction of ore-loading facilities at the Port of Beira, Mozambique. 

ECA financed the project to the extent of $670,000 and Dutch guilders 5,300,000. 
Repayment was to be in kind or materials. 

Portugal had retained Knappen, Tippett and Abbett to check the plans, super- 
vise, advise and inspect the construction during the term of the contract. Knap- 
pen, Tippett and Abbett claims the contract required invitation from Portugal 
before they could enter upon the site and make an inspection. 

With the exception of one inspection, in August 1951, Knappen, Tippett and 
Abbett was refused entry and they so reported to MSA during 1952. 

The contract between the United States and Portugal provided for United States 
entry and right of inspection at any reasonable time during the life of the contract 
and for one year thereafter. Even after MSA had been informed of Portugal’s 
refusal of entry to Knappen, Tippett and Abbett, MSA did not exercise its right 
of inspection. The construction was accepted by Portugal late in 1952; subse- 
quently the facilities were found to be deficient and only partly operating. MSA for 
some unexplained reason, sent an SRE representative to the site in January 1953. 
The representative reported that something was wrong but he did not know what 
and recommended that Portugal should obtain United States consultants to make 
a further investigation. 

MSA discussed this with Portugal and after some months MSA has decided to 
send Knappen, Tippett and Abbett, at MSA’s expense, to Mozambique for the 
purpose of determining whether the design was faulty or the construction improper. 
The estimated cost is $10,000 and funds have already been obligated. 
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Senator Ferauson. Now have you proper inspection teams to 
make these inspections? 


TurkisH Prosgecr 


Mr. Strassen. We do have. Where they were not there, we are 
organizing them. You have this Turkish project which has some 
similarities. 

Senator Frercuson. Is that the meatpacking one in Turkey? 

Mr. Srassen. That is the Zongalduk in Turkey. That is for the 
development of the coal mines, transportation, harbor facilities in that 
area. 

Of course, our basic interest is to get the Turkish economy strong 
enough so that it can support its own armed forces and hold that 
crucial area. We are making progress in the strength of the economies. 

In this particular project we are trying to step up the coal production 
from 2% million to 3.7 million tons. Koppers & Co. was used, Paul 
Weir & Co. was used, and the Frederick Snare Corp. for various 
aspects of the mines and the harbor. 

There have been some problems of the Turkish Government follow- 
ing through sufficiently. Here, again, I think we have stepped in 
and gotten the necessary measures underway that will wind this 
project up in good shape. 

Senator Fereuson. Haven't they made in 1952 a supplemental re- 
quest for $2 million? 

Mr. Stassen. That is right. 

Senator Frercuson. If it had been properly performed in the be- 
ginning would that have been necessary? 

Mr. Srassen. Of course, every kind of construction project that 
has been carried on anywhere in the world by anyone has had its 
costs go up in the last 5 years. It is not unusual to find you could 
not carry it through under the original cost estimates. 

Senator Magnuson. Governor, I can understand our doing these 
things like the coking coal or helping Turkey to get its own produc- 
tion, but I cannot understand when we are going to be the recipients 
of the material why we just don’t give them a contract to buy it and 
then they go ahead and increase their production and on the basis of 
the contract? 

Mr. Strassen. If they have the resources then to obtain the neces- 
sary engineering equipment and so forth I think you would have a 
good method. 

Senator Magnuson. I think that would be a much more direct 
way and they would be paid in dollars; it would not cost us any more 
in the long run. We are going to pay for it anyway. 

Mr. Strassen. The question is whether they would have the capital 
to make the initial investment for the expanding production. 

Senator Maanuson. They might even get the capital from us; 
private capital. 

Mr. Stassen. Of course, in the preceding years private capital 
moved very, very slowly overseas. 
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Senator Magnuson. I think we ought to evaluate when we are 
getting material whether or not we should go out and buy under a 
contract based on our stockpile estimates. 

Mr. Srassen. I think you are right where they can begin their own 
expansion, a contract would be the most desirable w ay for the United 
States to do it. 

Senator Macnuson. And be a cleaner deal for them and I think 
they would be better off. 

Mr. Strassen. But in many of these situations they just did not 
have the capital and private capital in previous years would not have 
moved. Weare hoping we can establish a climate overseas and within 
the United States so that private capital is more willing to move into 
these situations. 

Senator Maanuson. I can understand the purpose of a loan to a 
municipality or a port or a government to increase their facilities to 
be able to handle, well, most anything, but a private corporation, 
I cannot understand that. 

Senator Ferguson. Why has it been that there was no adequate 
followup by the MSA to determine the manner and extent to which 
the Turkish Government was complying with its local commitments 
under the original project approval? 

Mr. Srassen. There has been an adequate followup. 

Senator Ferauson. Was there before you came into office? Are 
you going to underwrite all the mistakes in the past administration 
in these projects? 

Mr. Srassen. By no means, but I stand responsible for what 
happened since February. 

Senator Fercuson. This happened before February? 


ZONGULDAK PROJECT 


Mr. Craia. If I may say a word about the Zonguldak project, 
this is one in which the project was undertaken, has been undertaken 
by ECA, then MSA, in which payments have been made to acquire 
well known and highly regarded American engineers to work with 
and for the Turkish Government. 

In this case, the ECA and MSA has had to depend very largely 
for its technical confidence in these projects on the work which was 
done by the American engineering firms who were competitively hired 
for these jobs. 

Senator Fereuson. How many engineering firms has MSA financed 
in connection with this project? 

Mr. Cratia. I know of four, Koppers, Paul Weir, Hamilton Over- 
seas, and Frederick Snare. There might have been others. 


COST OF ENGINEERING SERVICES AND FEES 


Senator Fereuson. How much was paid out by MSA for engineers 
services and fees? 

Mr. Strassen. $3,870,000. 

Mr. Crate. I think that is the cumulative figure. 

Mr. Strassen. That is since the beginning of the project. 
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Senator Fureuson. How much for services and fees? 

Mr. Srassen. That is technical services and costs and fees. 
Senator Frereuson. That is 3 million what? 

Mr. Strassen. $3,870,000. 

Senator Ferauson. How much was advanced on the project? 
Mr. Crate. Total approval has been given of $16,626,000. 
Senator FmrGuson. So the engineering services and fees are about 
a fourth of it? 

Mr. Craig. That is correct. 

Senator Frerauson. Now why is it deemed desirable to spend 
another million dollars in grant aid for engineering supervisory service 
in view of the Turkish previous refusal to delegate supervision? 

Mr. Strassen. They have now delegated; in other words, they have 
that part straightened out. You understand they are putting in a 
lot of money, too, in these developments, so that we are trying to 
furnish competent engineering advice; we are insisting on a sound 
business relationship based on that engineering advice and minimum 
United States dollars in getting the job wound up. 

Senator Ferguson. We have had almost $5 million in fees, engin- 
eering fees, on this project? 

Mr. Strassen. Over a period of years. 

Senator Fereuson. Yes, but how much did the project cost? 

Mr. FrrzGeravp. Estimated $47 million, sir, all told. 

Mr. Strassen. The overall, of all the combined projects including 
the port, the Turkish cost will come to about $30 million. 

(Off the record.) 

Mr. Craia. I believe you were asking the overall cost and how much 
was our cost. In the Zongduldak mining project the overall cost is 
anticipated to be about $36 million, and the MSA financing that has 
been approved is $14.2 million, of which paid shipments have been 
made of $10.7 million. This is for the Zongduldak coal mine as such. 

Senator Fereuson. That is a Government project; is it not? 

Mr. Crate. That is right. 

Senator Fercuson. Not private enterprise? 

Mr. Craia. This is a Government project. 

Senator Ferguson. And all the mines in Turkey are Government? 

Mr. Cratia. A very substantial part of the large-scale business in 
Turkey is Government. I am not sure that all of the coal mines are 
but I think probably they will be. 


EVALUATION TEAMS 


Senator Ferauson. Have you had any evaluation teams out on 
this project? 

Mr. Srassen. I had the evaluation team, the general business 
evaluation team, there in February. 

Senator Frrauson. Did they make a recommendation on this 
particular job? 

Mr. Strassen. I think they recommended that all of these projects 
be looked into in Turkey. That is what we have been doing. 

Senator Fereauson. Didn’t they specifically recommend that 
you give no more aid in this particular project? 

Mr. Srassen. I believe they did. 
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Senator Ferauson. Has anything been done to advance money 
since that? 

Mr. Srassen. I think they recommended no more aid unless there 
were satisfactory arrangements made with the Turkish Government. 
I think we have been moving in these Turkish projects exactly in line 
with the business team’s recommendation. 

Senator Frerauson. Has any more money been furnished since 
they recommended that you stop? 

Mr. Strassen. I am not certain as to that. I think the engineering 
contract was in line with their recommendation. 

Senator Fnrauson. To spend another million? 

Mr. Crate. There has been an additional sum made available since 
Fy evaluation team was there and | think it was around a million 
dollars. 

Senator Ferauson. Who, Governor, in your setup has charge of 
this particular project? Who is responsible? Are you handling this 
personally or somebody else? 

Mr. Strassen. Mr. William Rand, my Deputy, is straightening out 
these situations; getting them on a sound basis. 

Senator Frreuson. Are we going to advance any more money 
until they are put on a sound basis? 

Mr. Strassen. No; unless it is a part of the process of getting them 
on a sound basis. 

Senator Fercuson. Are we going to hold up on any other projects 
while they come to their contract on this project? 

Mr. Srassen. It would depend on how the other project is going 
and so forth. 

You must bear in mind, Senator, that the overall progress in Turkey 
has been excellent. In other words, their economy is strengthening, 
their standard of living is picking up, their armed forces are getting 
more powerful. As a matter of fact you may have read in the press 
the other day that the Soviet decided they had no more designs on 
the Dardanelles area, which is a fine result. 





INSPECTION REFUSALS 


Senator Ferauson. I know the fighting spirit of the Turks. When 
American taxpayers are putting up the money there is no reason that 
I can see, why, the minute they refuse to allow inspection, another 
dollar should go in. I mean that when I say it. 1 do not think you 
can come up here and defend such a proposition. 

Mr. Strassen. The Turks have never refused inspection. 

Senator Fercuson. No, but the Portuguese did. 

Mr. Srassen. I do not believe there has been any more money put 
into the Portuguese project since that instance. 

Senator Frrauson. I would like to have the specific facts on that. 

Mr. Strassen. The Portuguese, as I understand it, did not refuse 
inspection but they refused to hire the United States engineers to 
inspect. 

Senator Ferauson. Why didn’t we send the inspection team in? 

Mr. Strassen. We have. 

Senator Ferguson. Now we have, but how long did it go along? 
We allowed them to complete the project and it does not work now. 
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Mr. Srassen. It works, but the report was that it did not work to 
full specifications and we are checking that at the present time. In 
other words, I think also it is important to realize, Senator, that in 
balance, and I am trying to be both very fair and thorough in these 
situations since I have come in, that there are huge projects in the 
United States that do not work exactly right when they are first 
completed and sometimes it takes some years to straighten out. 
When you get into these complicated dock and loading and mining 
operations, even United States engineers make mistakes at times and 
have to straighten them out. So I do not feel that in an area that 
does not have the mechanical advance that we have, we should be 
overly critical. We should insist on getting them straightened out 
but we should not take the attitude that some delay or some problem 
immediately condemns the situation. 


QUESTION OF WASTE OF FUNDS 


Senator Frereuson. I do not think either we should be furnishing 
American dollars to the tune of what we are spending here and not 
have strict compliance with the contract. We should not give it to 
them if they are not competent to use it. If they do not know how to 
build this dock and they do not know how to build this mining equip- 
ment and so forth, they should not get it. Why should American 
taxpayers waste their dollars? 

Mr. Strassen. These dollars have not been wasted, Senator. In 
the instance of Turkey, Turkey has already stepped up from 2% to 3 
million tons a year and we feel that from our review of it these last 
months that we will get it up to 3.7 million tons and it will have a 
tremendous affect on Turkey’s ability to support itself, its own 
armed forces. That we feel is sound use of United States dollars. 

Senator Fereuson. Now, Governor, we have had some analysis 
made of this project and the record that we get is just the opposite, 
that there has been money wasted. There has been money wasted 
on services and we have now about the fourth firm in there super- 
vising it. I would like to know whether any of these firms when they 
fell down on any other jobs and whether we continued them on the 
jobs. 

Mr. Strassen. May I ask if you have an engineering analysis on it? 

Senator Frerauson. No, but neither do you. You have these 
gentlemen analyzing it. 

Mr. Strassen. No, Mr. Rand has been sending in very competent 
engineers in these situations. 

Senator Frerauson. Now, your team that went in there, the 
evaluation team, made specific recommendations against it. 

Mr. Strassen. And those are being carried out. I believe that 
everything we are doing is exactly in line with what the evaluation 
team recommended. 


TURKISH MEAT-PACKING PROGRAM 


Senator Fereuson. Now, let us go to the meat packing. Tell us 
about that. Is that all right, too? 

Mr. Craig. We think the meat-packing program in Turkey is 
moving along very well. The Turks undertook to hire the best man 
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that they could hire about 3 or 4 months azo to manage their meat- 
packing project. They hired him with their own funds, of course, at 
a very substantial salary, and the MSA has undertaken to finance 
through technical assistance some 16 or 17 technicians chosen by the 
Turks and by that manager to develop the meat-packing project. 

Senator Fercuson. Didn’t the Turks refuse to reduce the size of 
the projects to conform with the agreement and in May 1951 the 
mission canceled the project and asked for the return of the money? 

Mr. Craic. That is correct. We were not satisfied with the way 
the Turkish meat-packing plant was going and felt that we should 
take our money out of it. 

Senator FerGuson. Several months later the Turkish Government 
requested reconsideration of the project and in March of 1952 - 
American survey group observed the situation and reported on it, 
that true? 

Mr. Crara. That is correct. 

Senator Ferauson. And MSA, Washington, requested a refund of 
$1,214,000, is that right? 

Mr. Craia. That is correct. 


REPAYMENT OF LOAN 


Senator Ferauson. Did the Turks return the money? 

Mr. Criaa. They did. 

Senator Ferguson. Now, the MSA then returned this money to be 
reprogramed in Turkey on other projects, did they not? 

Mr. Craia. That is correct. 

Senator Ferguson. Accordingly, there was no penalty at all. In 
other words, they gave the money back and you gave it to them again. 
Is that the way you do business? 

Mr. Crara. The procedure is one in which the money which is taken 
back is ordinarily returned for reallotment. 

Senator Ferauson. The project was going so bad that you canceled 
it and asked for your money back. Then you get your money back 
and you immediately give it to them on reprograming, is that ight? 

Mr. Craia. At the same time we worked with the Turks to try to 
find a way to get a good project going again, sir. 

Senator Frreuson. Later $75,000 worth of tools were sent to 
Turkey in order for the Turks to utilize the machinery at hand, is that 
right? 

Mr. Craic. That I could not recall. That is correct. At the time 
that the new manager was hired and a new agreement was worked 
out something like $75,000 was made available. 


COST OF TECHNICIANS 


Senator Fercuson. Now, the MSA sources report that full respon- 
sibility for the operation of any meat-packing plants was given to the 
Turks, and subsequently two type B teams at a cost of $265,000 were 
sent to Turkey, is that right? 

Mr. Craig. These are among the 16 or 17 technicians. That is 
about the cost of the technicians. 

Senator Ferauson. Do you mean it cost us $265,000 to send about 
15 or 16 technicians? 
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Mr. Crate. I think so—I am just recalling now—but it is approxi- 
mately right, it is a 2-year contract, I recall. These figures we could 
give you in detail. 

Senator Fercuson. Don’t you have any salary limits when you 
contract these services? 

Mr. Crate. We do have salary limits. 

Senator Fereuson. Now, these teams were later to assist in the 
construction of additional Turkish financed meat packing plants if the 
Turks were able to show that they could operate the plant efficiently 
and profitably, is that right? 

Mr. Crate. That is right. We think a very promising industry in 
Turkey is the livestock industry. This will help to make it alive 

Senator Frrcuson. This is a Government project, not free enter- 
prise. 

Mr. Crara. This is a Government project. 

Senator Fercuson. The remainder of the $1,214,000 MSA reports 
to have been sent on diverse projects under the productivity and 
technical assistance division, is that right? 

Dr. FrrzGreravp. The funds were reprogramed for Turkey and may 
have been used in part for that purpose. 

Senator Fercuson. I will insert this in the record as part of our 
investigation. 

(The information referred to follows:) 





SENATE COMMITTE on APPROPRIATIONS 


Division or INVESTIGATION 


REPORT ON TURKISH MEAT PACKING PLANT 


Mr. John W. Scott, Jr., comptroller of the Corn Products Refining Co., 
and Team Leader of the MSA evaluation project in Turkey, testified hetoes 
the Committee on Foreign Relations during its recent hearings on the Mutual 
Security Act of 1953. In commenting upon counterpart he expressed the 
opinion that the theory under which counterpart is generated and disbursed is 
a faulty one. He observed that the clever fiction of the double duty dollar has 
given rise to friction between the American and local agencies and to a certain 
amount of meddling by Americans in the domestic affairs of Turkey. It seemed 
to Mr. Scott that if our aid is in the form of direct dollar procurement, then the 
disposition of any funds received by the beneficiary government as a result of the 
sale of the equipment procured is of concern to us only indirectly. On the other 
hand if our aid is in the form of local currency received as a result of the sale of 
dollar-procured material, then it is of concern only to us. 

Mr. Scott believes that the best way out of this dilemma is the reduction 
to the very minimum of the counterpart generating procurement. Direct pro- 
curement aid should, of course, be granted in respect to purely military require- 
ments. The same is true of grants-in-aid to very closely connected defense 
support, such as arsenals. 

Summaries of two MSA financed Turkish projects are attached hereto. 


MEAT-PACKING PLANT 


Prior to the entrance of the United States mission into the meat packing pro- 
gram, the Turks with their own free dollars, built a plant at Erzurum which was 
completed in April of 1950 but by December 1952 the Turkish Government 
despite repeated requests, had taken no steps to utilize this plant. In early 1950 
the Turkish ECA mission agreed to finance with United States money a meat 
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packing plant to the extent of $1,350,000. The plan was forwarded to Washing- 
ton for approval but before this was received the Turkish Government entered 
into a contract with an American firm to prepare specifications for the plant. 
The United States mission’s consultant never had access to these plans contrary 
to the understanding with Turkey, and drawings proved unsatisfactory for the 
reason additional financing would be required. 

The Turks would not agree to reduce the size of the project to conform with 
the agreement and in May of 1951 the mission ciacetiad the project and asked 
for the return of the money. Several months later the Turkish Government 
requested reconsideration of the project and in March 1952, an American survey 
group observed the situation and reported on it. MSA in Washington requested 
a refund and $1,214,000 was returned to MSA by the Turks. MSA then returned 
this money to be reprogramed in Turkey. Accordingly, there was no penalty. 
Later, $75,000 worth of tools were sent to Turkey in order for the Turks to utilize 
machinery at hand. 

MSA sources report that full responsibility for the operation of any meat 
packing plants was given to the Turks, Subsequently, two type B teams at a 
cost of $265,000 were sent to Turkey, one team to help in the setting up of opera- 
tion at Erzurum, the other team to instruct Turkish technicians. These teams 
were later to assist in the construction of additional Turkish financed meat 
packing plants if the Turks were able to show that they could operate the Erzurum 
plant efficiently and profitably. The remainder of the $1,214,000 MSA reports 
to have been sent on diverse projects under the Productivity and Technical 
Assistance Division. 


STATEMENT OF MSA OFFICIAL REGARDING PROJECT EQUIPMENT 


In Turkey the national highway program has 3,300 pieces of equipment costing 
about $15 million and the equipment on the deadline is due principally to the lack 
of good spare parts. The Turkish budget cannot give the national highway 
program suflicient MSA dollar amounts to buy spares. Last year spares purchased 
through the barter account and directly from European sources cost four times 
the amount that the national system would have paid if they had the free dollars 
to use directly. This percentage varies from 300 to 700 percent. About $2 million 
worth of spares were involved. All equipment which goes abroad should carry 
with it at least 15 percent of the total value in American spares. 

} To illustrate the contention that spare parts (as well as original end products) 
made in Europe last year do not stand up was evident in many, many cases. For 
instance: 

1. %4-inch 19-strand steel power cable used in controlling large expensive 
($40,000) pieces of highway construction equipment lasted when purchased 
from American manufacturers, 2 weeks to 24 days. The same specified cable 
from Germany is of no value after 2 days’ work. 

2. The 9-foot blades on the scrapers from Germany do not stand up and 
crack shortly after being bolted on. 

3. A roomful of cylinders for the Dodge sedans and Dodge pickup trucks 
purchased in Germany are of no value because their use caused tremendous 
difficulties even to the cracking of the cylinder blocks. Evidentally, the heat- 
treating has been remiss although the tolerances might also have been 
inaccurate. 

Also, it was stated that spare parts for the Dodge trucks made in England are 
not proving satisfactory; and the same for Belgium. The Turks believe that the 
secrets and know-how required in producing a satisfactory spare part are not given 
up freely by the American manufacturer who delivers these plans and specifications 
and the lines to the foreign manufacturer; or that the European manufacturer is 
not qualified to handle these fine points which are other than dimensional. 
Respecting Europe, heavy construction equipment now made in Europe principally 
in Germany, does not stand up and is not as adaptable as American equipment of 
the same general capacity. 


OPERATION OF FIRST MEAT-PACKING PLANT 


Dr. FirzGeraup. Senator, the last development on the meat- 
packing plant is that a brief cable came in last week saying that the 
first plant now was getting into operation and apparently on a satis- 
factory basis. 
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Senator Fereuson. The thing that surprises me and I tell you 
frankly is that it seems none of these people can do anything wrong. 
These gentlemen have justified everything that happened on any of 
these projects that I have been mentioning. 

Dr. FirzGreratp. They did a lot of things wrong on the meat- 
packing plant. 

Senator Fercuson. You are justifying them. Up to this moment 
they have been justified. 

Mr. Craic. Our reason for getting out of this was that we felt it 
was not one we could stay with until it was in a form we could support 
it. 

Mr. Srassen. | do not think it is a matter so much of justifying 
mistakes as it is of understanding them. I think we can understand 
mistakes made in some of these less-developed countries. 

Senator Ferguson. When we are putting in this much money, it 
should. We thought of technical adviser, and that is what we are 
talking about here, on the job that knew about the project so that we 
would not get into these positions with these millions of dollars. Are 
we going to turn this money, American taxpayers’ dollars, over to 
incompetent people to use it? Is that what we are going to do? I did 
not understand that is what we were going to do. 1 understand that 
is why we had some technical-assistance people. 

Mr. Srassen. We have them over there. I think if you visit 
Turkey in another year you will find a packing industry going pretty 
well. It has been quite a struggle getting it going, but I think you will 
find it is getting underway. 


PORTUGAL LOADING FACILITIES 


Senator Ferauson. I will insert in the record the statement on the 
Zongalduk Coa! project. 
(The statement referred to follows:) 


SENATE COMMITTEE ON APPROPRIATIONS 
Division oF INVESTIGATION 


REPORT ON ZONGALDUK COAL PROJECT 


Zongalduk, a coal project in Turkey, consists of underground mining opera- 
tions, washeries, and port works designed to expand an old operation. Te date 
MSA has committed grant aid amounting to $12,600,000 for mining operations 
and $2 million for the port works. Of the total amount $4,309,593.21 has been 
spent on engineering services. The project was approved in 1949 and construc- 
tion began in 1950 with completion date set in 1953. 

Difficulties were experienced in the expansion of the operation. The Turks let 
contracts for the rock galleries and headings at the new mining level to Gordon 
Hamilton Co., an American engineering firm, which began work in 1951. Shortly 
thereafter, the Turks complained that the American firm was using tunnel men 
instead of mining engineers. A coal-gas explosion in 1952 held up operations for 
6 months. The mine was flooded and later drained. This was an expensive 
operation. It has been impossible to determine whether the Turkish Government 
or the contractors were responsible. Turnover of American technical personnel 
caused further delays. The Turks retained control over the operation and refused 
to give full supervisory authority to the American firm of Koppers & Co. which 
they had employed to supervise the project. A new completion date was set for 
Jate 1954 or early 1955. The engineers were paid with MSA dollars. 
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In 1952 the Turks made a request fer a supplemental $2 million for equipment 
and technical services. In January 1953 MSA investigated and found— 
(1) Little or no coordination between procurement and installation; 
(2) No follow-up by MSA on the installation of delivered machinery; 
(3) Lack of information as to Turkish compliance with their local currency 
commitments under the agreement. 

MSA/Washington informed the mission in Ankara that it “ould not advance 
further aid without a complete statement of amended program construction and a 
schedule of recosting. 

This was in line with a report of the MSA evaluation team which recommended 
cancellation of all United States financed engineering contracts for Zongalduk 
and that any further aid be given in the form of loans since this project is of a 
self-liquidating nature. Shortly before June 30 MSA obligated approximately 
$1,500,000 for further engineering services and additional equipment. 

MSA is also considering another engineering contract with one of the presently 
employed engineering firms, Paul Weir & Co., which would give them supervisory 
authority for the balance of construction estimated at 244 years at a cost to MSA 
of approximately $1 million. In view of the past attitude of the Turks it is 
doubted by some of the technicians and operating men in MSA that Weir would 
be given any real authority over the construction and that this expenditure would 
produce any tangible results. Furthermore, the proposed contract with Weir 
would run counter to the recommendations of the valuation team 


FRENCH SOLLAC PROJECT 


Senator Fereuson. As to the plant in France, the Sollac project, 
when was your last inspection on that? 

Mr. Craic. The Sollac plant is one that was visited many many 
times by people in Paris. It is a very interesting steel project. 

Senator Fercuson. Yes; but I want to know of inspections. I 
do not want some clerk or some mission head who might be a lawyer 
or accountant to go down and inspect. I want to know when you 
had an inspection of that plant in relation to the way the money was 
being used. 

Mr. Crate. We would have to, | think, learn that from our mission 
in Paris because this is a project which is in France. 

Senator Ferauson. Now, we had some people make an investiga- 
tion of that project and the last inspection that we find was on 
October 2, 1950. 

Mr. Craia. I do know that we have had our own steel man there 
since that time within the last year or so. 

Senator Ferauson. This was made in July of this year. 

Mr. Srassen. Is the plant running all right or isn’t it? 

Senator Fercuson. No; it is not. 

Senator Magnuson. These were all started under the ECA 
program. 

Mr. Crara. The Sollac project was by ECA. 

Senator Ferauson. I will insert an excerpt from the report of the 
investigators on the Sollace plant. 

(The excerpt referred to follows:) 


The cold-rolling mill at Montataire was completed in January 1950. The hot- 
rolling mill in Denain was completed in March 1951. In June 1952 MSA Wash- 
ington was informed that the entire project was completed and in operation, im- 
plving operation at full capacity. 
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The true facts are alleged to be that, while the two rolling mills were completed 
as stated, their operation at full capacity was dependent upon the installation of 
three furnaces which were to be contributed by USINOR as part of the 
local curreney contribution. These furnaces were not delivered and constructed 
on time. As of February 19, 1953, only two furnaces were in operation. It is 
hoped that the third furnace in Denain will be fully installed and in operation by 
March 1953. Until this has been accomplished there will be an inadequate supply 
of open-hearth steel for the rolling mill. 

It was not until November 1952 that MSA Washington learned as a result of 
a trip made to Europe by the Chief of the Projects Branch that the furnaces 
to be installed were part of the Franco-German reparations agreement which 
had resulted in delays and complications. 

It appears from a report submitted by MSA France to MSA Washington on 
February 19, 1953, that the only investigations conducted by MSA in connection 
with plant construction progress during the entire course of this project was 
as follows: 

“End-use investigations 


“H. Banquer: Plant investigations, Denain mill, September 13, 1949. 

“J. T. Perry: Paris office records investigation, and plant investigation at 
Montataire, February 25-26, 1951. 

“TD. Wilkes and H. Knight: Paris office records investigation, October 3, 1952.” 

2. The SOLLAC project (Societe Lorraine de Laminage Continu). This was 
a project to provide equipment and technical services for hot-strip and cold- 
strip mills to be constructed at Hayange and Ebange (Moselle) for a new cor- 
poration owned by a group of seven leading steel companies. The original ob- 
jective involved two stages: 

“First stage: Erection of an 80-inch continuous strip mill, planned annual 
capacity 700,000 to 850,000 tons of coils, and of a 5-stand, 48-inch continuous 
cold-strip mill, annual capacity 350,000 tons of thin sheets and tinplate (the 
coils to be supplied by the hot mill). Second stage: original plans were for an 
84-oven coke plant; this has been changed to the immediate construction of a 
57-oven plant, with the possibility of eventually constructing 57 more (part. of 
the foundations have already been constructed as it was found more economical 
to do so). The 57 ovens will have a crude steel capacity of 500,000 tons per 
year. In addition there is being installed a blooming mill (for the 80-inch hot 
mill) and a new continuous cold-strip mill for thin plate. The first stage was to 
have been completed by July 1952 and the second stage by July 1953.” 

The total cost of the project is the franc equivalent of more than $228 million, 
including $56,610,000 of approved ECA/MSA dollar aid. This will be the largest 
continuous strip mill on the European continent. The completion of both stages 
of this project already have been-seriously delayed. It was hoped that the first 
stage would be completed during February 1953. The first 5-stand cold-rolling 
mill began operations December 6, 1952, and the first hot mill started operation 
January 27, 1953. Both are still in the experimental stage. Taking into account 
the installation of equipment and completion of buildings the project can be con- 
sidered about 75 percent complete. SOLLAC’s tentative scheduling for the 
completion of the various units is presently as follows: 

‘1. Blooming mill, June 1, 1953. 

“2. Open-hearth furnaces (two 100-ton furnaces, total annual capacity 
150,000 tons), June 1953. 

“3. Bessemer converters (three 50-ton units, annual capacity 380,000 tons), 
June and August 1953. 

“4, Coking plant (57-oven unit), March 1954, 

“5. Three-stand cold-rolling mill, April 1954. 

“6. Electrolytic tinplate line, December 1, 1954.” 

There have been serious delays in the delivery of some American equipment 
because of strikes and also because of diversion to United States defense orders. 
The deliveries of certain equipment on order at Mesta Manufacturing Co. have 
been delayed by a full year because of their overload in defense orders. The most 
significant factor other than the delays in deliveries of materials has been the con- 
siderable increase in the overall cost. This had originally been estimated at 
$143 million but expenditures either completed or contemplated now exceed 
$228 million. These increases are partly due in modification of the original plans 
but largely to the rise in costs. 
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There is no avai'able information in MSA Washington relative to the progress 
of construction or procurement financed by SOLLAC with local currency. 

Notwithstanding the magnitude and complexity of this project and the size 
of United States grant aid in dollars, the only information on followup of plant 
construction progress conducted by MSA appears in the report forwarded by 
MSA France to. MSA Washington on February 19, 1953, and reads as follows: 


“‘End-use investigations 


“A. Patterson: Records investigation, Paris office, December 5, 1950. 
“J. T. Perry: Plant inspection at Hayange and Ebange, October 2, 1950. 
“J. T. Perry: Records investigation, Paris office, January 31, 1951. 
“G. Raab: Records investigation, Paris office, July 9, 1951. 

“J. T. Perry: Records investigation, Paris office, January 18, 1952. 

‘Wilkes and Knight: Records investigation, Paris office, Septemiber 23, 1952.” 

Senator Fereuson. If you will furnish us for the record when the 
last inspection was made, we will insert that in the record. 

(The information referred to follows: ) 

Mr. MecNaron, Chief, Iron and Steel Branch of the Industry Division, 
MSA/Washington, inspected the Sollae plant during a 2-day visit there in Novem- 
ber 1952. 


STATUS OF MSA PERSONNEL 


Senator Dworsuak. Can you give us any up-to-date information 
on the status of your personnel in MSA? recall shortly after you 
took over you stated publicly you had discharged about a thousand 
persons from MSA. I wondered what the status is today. Are you 
holding that down pretty well? 

Mr. Strassen. I cannot give it to you right today. I can give you 
June 30. Paris office was one of the main—— 

Senator DworsHak. Can you give us December 31, 1952, and the 
June 53? 

Mr. Strassen. We have January 30. 

Senator Magnuson. I think you will find that all in the record, 
the first day the Governor was up here we got it all in the record. 

Mr. Srassen. There is the European Paris office. I think it is 
already in the hearings. 

(The following chart was submitted :) 
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Senator Dworsnak. I hope you are planning to hold down per- 
sonnel. We have had reports from people who have been overseas 
this last fall. For instance, Senator Johnston of South Carolina made 
a 6-weeks’ investigating tour over there and he told me that probably 
one-half of all the people we had on all the payrolls abroad could be 
discharged without impairing the service of any of them. 

Now, I have not been over there for several years, and I am sure 
that you, having been there, are aware of the fact that we are over- 
staffed, whether it is in the State Department or MSA or wherever it 
is. I certainly hope that you are doing the job that we think we can 
do because if you do not, this committee is going to bear down on you 
the next time you come up here asking for money. 

Mr. Strassen. Yes, what I would like this committee to do if they 
would, would be to give me a chance, vote me the appropriation this 
year and bear down on me next year. 

Senator Fercuson. The thing that puzzles me is why there should 
be any undue defense of these mistakes made in the past. These 
are not your mistakes we are talking about. 

Mr. Srassen. I neither try to defend nor attack. I try to under- 
stand. I think my main job is to see that they get in good shape and 
get there fast. That is the way we have been moving. That is why 
on all these industrial and material projects I brought in as my 
deputy Mr. William Rand, who is the past president of Monsanto 
Chemical Co. and Merrimac Chemical Co. and is one of the very 
able men in the country in this field. He spots these things a mile off 
and moves in a very effective way. 

Senator Fercuson. Is he a construction engineer? 

Mr. Srassen. He calls on engineers for the specific things. He is 
a very successful businessman, industrial man, with a great back- 
ground. He is moving through these situations rapidly. 1 think he 
will show quite a result. 


CLASSIFIED REPORTS OF BUSINESSMEN TEAMS 


Senator Dworsuak. Why did you designate as classified the reports 
made by the businessmen’s teams which ‘started the MSA operations 
last fall? 

Mr. Srassen. Because they included some military-security items 
and some comments on other governments that could be very embar- 
rassing if they came out. 

Senator DworsHak. In what respect might they embarrass other 
governments? 

Mr. Strassen. Well, an official report here about some minister in 
some other government being incompetent would throw us in quite 
a problem in relationship. If you saw an official report filed in France 
that some official of the United States Government was incompetent, 
I think you would get excited about it. 

Senator Dworsnak. I have received such reports from people who 
were over there. 

Mr. Strassen. They are verbal. You get a lot of verbal conversa- 
tion; that is one thing. 


36234—53-——_49 
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These reports have had a great affect on the way in which we have 
administered things. We have been moving quite substantially the 
way these reports have indicated. They are classified, but they are 
furnished to the committees. 


REFERENCE TO RECENT REPORT 


Senator Ferauson. I would like to read a report we have and ask 
for comments on it. [Reading:] 


It was admitted that MSA approved some 140 projects, total cost of approxi- 
mately $2,250 million, of which roughly $600 million was extended in grant aid, 
the balance being in local currencies and representing the participation of the 
European governments or their nationals to the projects in the form of machinery, 
equipment, and other construction cost. It was further admitted that, while 
satisfactory records had been kept of dollar expenditures for machinery and 
equipment shipped from the United States, no followup had been conducted 
and no progress report set up for the European portion of the total investment. 
As a result, it was impossible to say what specific project had been fully completed 
and whether full production had been attained. 

The reasons given for this omission was that an alleged agreement among various 
policymakers that the cost of an adequate followup system would have placed 
an undue financial burden upon the mission at a time when personnel ceilings were 
being steadily reduced. 

Mr. Craig conceded that the problem had been brought to his attention by and 
discussed with one George Knudsen, formerly Chief of the Projects Branch, ever 
since the summer of 1948, and that in Mr. Knudsen’s judgment, which was not 
accepted, the cost of doing the proposed job would not have been heavy. Paren- 
thetically, Mr. Knudsen has expressed the opinion to us that a squad of 3 or 4 
eapable men working out of Paris could have maintained a satisfactory check 
on the overall progress of the construction work. 

Mr. Craig went on to say that in December 1952, following Mr. Knudsen’s trip 
to Turkey and Paris, a onetime questionnaire had been sent out to the missions 
relating to all projects; that the replies were still coming in. Because of the time 
and expense involved in this operation, it would not be repeated. However, it was 
Mr. Craig’s opinion that when all the questionnaires had been received they would 
give an adequate picture of the existing situation. 

As of today the unexpended dollar balance of the overall project program 
amounts to approximately $80 million, representing machinery and equipment 
still to be delivered from the United States. Some of this is in process, some on 
the order board, and some in tfansit. 


Is that a fair statement? 

Mr. Srassen. The part that relates to opinion I would not want to 
attempt to comment on just offhand. I think it does reflect the 
situation that Mr. Rand is moving on to have more of a followup 
inspection, more of an engineering survey. 


HIRING OF COMPETENT SUPERVISORY HELP 


Senator Frreuson. Now, out of all of the thousands of employees 
that you have, don’t you think it would be advisable to get rid of many 
of them and hire competent help for supervision of our projects? 

Mr. Srassen. Of course, you get into the factor of how much re- 
sponsibility you put on the other country, so that you should have 
competent engineers to review, as you indicate, what is actually hap- 
pening. I think that is the direction in which we are moving at the 


present time. 
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Mr. Crate. We do have, Senator, what we think is a fairly complete 
report now which we would be delighted to give to the committee 
which summarizes each of 134 projects—there are 9 of them inactive, 
of the ones you were mentioning—and tells what is the financial posi- 
tion with respect to the overall cost, MSA financing; how much has 
been paid, and what is the present position of each project—their 
status. 

We would have loved to have been able to spend the money to have 
kept up with this a great deal more fully throughout the ECA-MSA 
period, but it was never felt possible to spend all the money that would 
have gone with this kind of project. We think we do have a very 
respectable file, and have had since the beginning, for our eo 

We have also attempted at all points to maintain people in the 
missions and in Paris who were competent to know what was the 
general status of the project. We never did intend to take on the 
responsibility of running the projects. We did put the money up—— 

Senator Ferauson. There is a difference between running the proj- 
ect and actually supervising it so that the money can be stopped if it is 
not going correctly. Let me give you an example of what happened 
down in Burma on one of these projects. They built a factory build- 
ing and put machinery in it for the weaving of cotton. They got all 
through with the building and they got the machinery in, a then 
they discovered that the machinery they put in would not weave the 
kind of cotton that they grew in Burma. Now, that is the kind of 
thing. You say that American taxpayers should put money up under 
those circumstances. They had the aariediaral Sxperte over there 
trying to figure out whether they could not raise cotton that the 
machines would weave. 

Mr. Craic. I am afraid I cannot answer with respect to that par- 
ticular project, but I will supply it. 

(The information referred to follows :) 


The textile plant constructed in Burma, and referred to by Senator Ferguson, 
was constructed and equipped without any assistance from ECA, MSA, or TCA. 
American technical advice was obtained in connection with this plant, but was 
paid for—as were the plant and equipment-—entirely from Burmese funds, and 
without assistance from any United States program. 

Senator Frreuson. And we built a socialist project. 

pro] 
We wil! recess now until 7 : 30. 
(Whereupon, at 5:20 p. m., a recess was taken until 7:30 p. m.) 


EvENING SEssIOn 
INFORMATION MEDIA GUARANTY PROGRAM 


Senator Frercuson. The committee will come to order. I would 
like to speak to the gentleman who has charge of the information 
media guaranty —— 

Mr. Strassen. Mr. Beers is available here. 


Senator Frrevuson. Mr. Beers, will you name the countries receiving 
MSA aid who are now active in the information media guaranty 
program ? 
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Mr. Roserr Beers. There are eight: Austria, Formosa, France, 
Germany, Israel, the Netherlands, Norway, and Yugoslavia. 

Senator Fercuson. I notice that England is not a member, 

Mr. Beers. That is correct, sir. 

Senator Fercuson. Why not? 

Mr. Berrs. That story goes back to 1948 and 1949 when the United 
States signed the ECA agreement with the United Kingdom on July 6, 
1948. Soon thereafter there was a great deal of interest on the part 
of several large publishers in having the informational media guar- 
anty program ‘started in the United Kingdom. However, it developed 
that, in the financial agreement which the United States signed with 
the United Kingdom on December 6, 1945, there was a provision-in 
section 8 which was in direct conflict with the provisions of the in- 
formational media guaranty. I would like to read the 6 or 7 lines. 


FINANCIAL AGREEMENT WITH ENGLAND 


This is from the financial agreement of December 6, 1945: 


The Government of the United Kingdom agrees that after the effective date 
of this agreement it will not apply exchange controls in such a manner as to 
restrict (a) payments or transfers in respect of products of the United States 
permitted to be imported into the United Kingdom or other current transactions 
between the two countries or (0b) the use of sterling balances to the credit of 
the residents of the United States arising out of current transactions. 

What that says in effect, Senator, is that dollar exchange would 
be available for any United States products for which the United 
Kingdom granted an import license. 

Senator Fereuson. But they put a license in which would cut any- 
thing off. 

Mr. Beers. That is correct, sir. 


PURPOSE OF PROGRAM 


Senator Fereuson. What was the purpose of this information media 
guaranty program ? 

Mr. Brrrs. The purpose of it, Senator, was to make available a 
greater flow of American books, periodicals, and so forth, for sale 
through commercial channels in countries having a dollar shortage. 

Senator Frrcuson. Have we any libraries in Britain? 

Mr. Beers. I believe we do have. 

Senator Fercuson. How many? 

Mr. Beers. I cannot answer that question, Senator. I do not have 
the information at hand. 

Senator Fercuson. One of the reasons for this is to get a real Voice 
of America in the country, is it not ? 

Mr. Beers. I believe you could view the program as working toward 
that end. 

Senator Frrevson. Applies to magazines and newspapers ? 

Mr. Beers. Yes, sir. 

Senator Frravson. We find that only eight countries will allow ours 
to come in, our magazines, books, and so forth, under this information 
media guaranty program. 
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Mr. Brrrs. Senator, if I could modify that just a bit, I believe there 
are some 55 countries legally eligible for this program under the 
mutual-security legislation. However, we do not move in the direction 
of trying to set up an agreement with a foreign country unless there is 
some request from the publishers to us. 

Senator Frrauson. You think you should not do that? I under- 
stand that the State Department—are you with the State Depart- 
ment ¢ 

Mr. Beers. I am, sir. 

Senator Frreuson. I understand we wanted to have a Voice of 
America, one of the purposes of libraries abroad was to give the peo- 
ple at least an opportunity to read what we thought and what we 
wrote; isn’t that right? 

Mr. Berrs. That is true, Senator. 

Senator Frrevson. And we wanted to make it so that when they got 
the currency they went in and sold them not as propaganda machines, 
but as a regularly established, legitimate business, they sold magazines 
or their books and then they took the currency of the country, if they 
were not allowed to cash that into American dollars the United States 
Government would cash them into dollars ¢ 

Mr. Berrs. That is correct. 

Senator Frereuson. Very simple, very proper method of doing busi- 
ness. 

Mr. Berers. Yes, sir. 

Senator Frnavson. Now we find that only eight countries will allow 
us this means of getting information about America into the country. 

Mr. Beers. Sir, if I could modify that statement, in many of the 
countries on the list American publishers at the present time are hav- 
ing no difficulty getting dollar exchange. ‘There are other countries 
where they have requested us to open negotis itions looking forward to 
setting up this program. 

Senator Frrauson. Have you had any requests about Britain ? 

Mr. Beers. No, sir. 

Senator Fercuson. Nobody has ever asked you about Britain? 

Mr. Brrrs. Not since the program has been in the State Department 
until a representative of the Ziff-Davis Co. came to see us about a 
week ago. I believe you addressed a letter to the Secretary of State 
concerning this matter. That letter is being answered. Since the 
program has been in the State Department there has been no applica- 
tion for Great Britain. 


TRANSFER OF PROGRAM TO MSA 


Senator Fereuson. When did it come into the State Department ? 

Mr. Beers. It was transferred from MSA by Executive order July 
1, 1952. 

Senator Frrcuson. This was a year ago? 

Mr. Beers. Yes, sir. 

Senator Frerauson. Are there any other companies that wanted to 
sell in Britain? 

Mr. Beers. As I say, Senator, since the program has been in the 
State Department and since it has been this approach by the Ziff- 
Davis Co. has been the first one. 
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Senator Frereuson. Any other? 

Mr. Beers. Not to my knowledge. 

Senator Frreuson. Have you taken the Ziff-Davis matter up? 

Mr. Beers. We started out to find out why the program was not 
implemented in Great Britain since there has been no demand ex- 
pressed to us to have the program there. The Ziff-Davis Corp. has 
not as yet filed application with us for a contract for Great Britain. 
We will follow it through to conclusion if they do. 

Senator Frercuson. You say if a company does not demand this 
you do not try to enter into the agreement ¢ 

Mr. Beers. In such a case we assume the companies are successful 
in getting dollars for the sales of their materials. 

eunter Fercuson. Isn’t it true when a country agrees to accept 
MSA aid they agree to accept the information media guaranty pro- 

ram? 
. Mr. Beers. Not necessarily, Senator, I believe that the informa- 
tional media agreement was a part of the agreements signed with the 
original ECA countries of Europe but it is not the case in many 
countries in southeast Asia and Latin America. 

Senator Fereuson. Was it in the British contract ? 

Mr. Beers. Yes, sir. 

Senator Ferguson. Who took it out? 

Mr. Beers. No one took it out. 

Senator Frerocuson. Is it in there today? 

Mr. Beers. It is article III of the ECA agreement with the United 
Kingdom which was signed July 6, 1948. 

Senator Fereuson. And still in effect. 

Mr. Beers. It is still in effect. 

Senator Ferevson. Do you know why they won’t recognize it? 

Mr. Beers. I do not believe, sir, that the British took the position 
that they would not recognize the agreements. I believe it was a 
matter of mutual consent on the part of the United States and the 
British that, because of the conflict in this earlier financial agree- 
ment I referred to, if the informational media guaranty was to 
operate in Great Britain this provision of the financial agreement 
would have to be waived and I believe it was the position of the 
United States Government they did not choose to waive this pro- 
vision. 

Senator Fercuson. Do I understand the United States Government 
has voluntarily waived this position ? 

Mr. Beers. You are referring, sir, to the informational medial 
guaranty ? 

Senator Fereuson. Yes, that provision. 

Mr. Beers. We are in the process, as I say, Senator, of roundi 
up all the facts surrounding this which go back quite a number o 
years ago. This involves rather high policy. I believe it may have 
involved the National Advisory Council at the time and I am not 
prepared to talk to the technical aspects of the conversations which 
took place many years ago under ECA. 
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IMPORTANCE OF IMPLEMENTING PROGRAM IN GREAT BRITAIN 


Senator Frrevuson. Do you consider that the implementation of 
this program in the United Kingdom is important and desirable? 

Mr. Brers. I believe an increase in the number of American books 
and periodicals going to Great Britain would be advantageous. 

Senator Frrevson. Can United States magazines and other infor- 
mational media which serve the best interests of this country be freely 
imported in bulk into the United Kingdom now ¢ 

{r. Beers. I do not believe so. 

Senator Frerauson. What restrictions does the United Kingdom 
impose ¢ 

Mr. Brers. They impose the restrictions of their licensing system 
in being forced to allocate as best they can such dollar qetkaniey as 
they have. 

Senator Frrcuson. But this media does away with the dollar ex- 
change? 

Mr. Beers. In one sense it does, Senator, except that the local cur- 
rencies which the United States acquires under the operation of this 
program then become available for the use of the United States Gov- 
ernment for administrative expenses. 

Senator Frrcuson. Yes, that is the reason we signed the agree- 
ment back in 1948. 

Mr. Brrrs. That is correct, Senator. 

Senator Frrauson. And Great Britain agreed to it? 

Mr. Berrs. That is correct, sir. : 

Senator Frreuson. Now they apply a quota system and won’t al- 
low papers, magazines, and books to come in. 

Mr. Beers. But at the same time our using these local currencies 
for administrative expenses results in an equivalent dollar loss to the 
United Kmgdom by virtue of the fact that the Treasury no longer 
would purchase sterling for the use of our Embassy in meeting its 
local administ rative expenses. 

Senator Frerevson. If a particular publisher is willing to waive the 
dollar payment and will accept ster ing will the United Kingdom 
grant an import license for his periodical ? 

Mr. Brers. I cannot answer that, Senator. 

Senator Frreuson. Will you find out? 

Mr. Berrs. I will be glad to. 

Senator Ferauson. And supply the answer for the record ? 

Mr. Berrs. Yes. 

(The following information was submitted :) 

The import licensing restrictions and procedures in effect in the United 
Kingdom provide for certain exceptions under certain conditions. Generally 
speaking, however, it would not be possible for an American magazine publisher 
to obtain an import license from Great Britain providing for payment in blocked 
sterling, if he had been unable to secure an import license providing for Ameri- 
can account sterling. 

Senator Fereuson. Do you know whether or not British publica- 
tions and those others of the MSA countries that have not complied 
with this part of the law and the contract—whether they are freely 
imported in bulk into the United States? 

Mr. Berrs. There are certain restrictions on this, Senator. 
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IMPORTATION OF BRITISH PUBLICATIONS 


Senator Frreuson. What restrictions have we on British books and 
papers and magazines / 

Mr. Beers. For the most part in the case of any book that is pub- 
lished in the United Kingdom which has a possibility of sale in this 
country, a United States publisher usually buys the rights to that 
book and publishes it here. 

Senator Frrevson. Answer my question: Do you know of any 

restrictions that we have on the importation in bulk into the United 
States of British publications ¢ 

Mr. Berrrs. I oe ae there are restrictions, Senator, but I cannot cite 
them specifically. 

Senator Frreuson. Do you know what the nature of them is? 

Mr. Beers. I can find out and supply you with a statement on that 
but I am not prepared to answer that now, 

Senator Frrcuson. Do we have a quota? 

Mr. Brerrs. Not to my knowledge. 

Senator Frreuson. I never heard of one if we do. What have we? 
If they are Communists that is a different thing. There is a restric- 
tion on them. 

Mr. Beers, Speaking now from my experience in the publishing 
industry it is the practice of most publishers who wish to sell British 
books in this country to import the books in the form of printed 
sheets and bid them here. 

Senator Ferguson. That is a matter of tariff. 

Mr. Berrs. That is correct, sir. 

Senator Frrcuson. That is not a matter of quota system keeping 
them out. 

Mr. Beers. I do not believe there is a quota as such but I am not 
sure, 

Senator Ferguson. What about Italy? How does Italy come into 
this picture ? 

Mr. Beers. Italy never implemented the informational media guar- 
anty agreement but we have had no demand from any publisher to 
start the program there. 

Senator Frrcuson. You have listed here countries in which the 
program previously was in operation but now is inactive. Italy and 
the United Kingdom. 

Mr. Beers. I believe that heading is a misstatement. Those are 
countries in which we have an informational media guaranty agree- 
ment but to my knowledge the program was never active in either 
country. 

NEGOTIATION OF AGREEMENTS IN PROCESS 


Senator Frercuson. Then you have countries in which programs may 
become active during the next year—Brazil, Egypt, Pakistan, and the 
Philippines? 

Mr. Beers. Correct. We are in the process of negotiation for in- 
formational media guaranty agreements with certain of those coun- 
tries. We have an agreement with the Philippines. And have $3 
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million in contract applications on hand. We are just about to start 
operations there, 

Senator Frercuson. Has the State Department done anything to en- 
courage the distribution of American magazines in Great Britain? 

Mr. Brers. Senator, as I say, we take action along those lines only 
when we have a specified request from a specific publisher. ‘The re- 
quest of the Ziff-Davis Corp. is the first request we have received for 
assistance in Great Britain. 

Senator Frrauson. We are spending millions of dollars on the 
Voice of America, we are establishing libraries in Britain and all over 
the world and here is a method of free enterprise doing the same job 
and it is not being implemented. 

How do you account for it? We would save the taxpayer money. 
We only act to implement the informational media guaranty agree- 
ment when there is a demand from an American publisher. 

It is right in the argeement. Why can’t a man today send the books 
over and have them admitted because of this agreement? 

Mr. Beers. Simply because, Senator, the terms of the informational 
media guaranty agreement provide that we must have the approval 
of the foreign government participating in this program before we 
can issue a contract. 

Senator Frreuson. All right. What good is the implementation 
agreement ? 

Mr. Beers. It has been very successful in the countries where it is 
presently operating. 

Senator Fercuson. But it is not operating in Great Britain? 

Mr. Beers. As I say, the reason initially for that was a technical 
one. It was not due, I do not believe, to any refusal on the part of the 
British to come into the program. 


BACKGROUND OF WITNESS 


Senator Ferguson. What has been your experience in publishing 
work ¢ 

Mr. Berrs. I have spent 8 years in the book-publishing industry in 
New York. 

Senator Frercuson. What company ? 

Mr. Beers. Farrar & Rinehart. 

Senator Fercuson. How long since you have been in the publishing 
business? 

Mr. Beers. I left the publishing business in 1942. 

Senator Frerauson. Have you been in the State Department ever 
since ¢ 

Mr. Beers. First with the War Production Board, then with the 
Navy, later with the Office of the Secretary of Defense, then with the 
Budget Bureau and I came to the State Department the 2d of Febru- 
ary of this year. 

Senator Frercuson. Just came in now? 

Mr. Beers. Yes, sir. 

Senator Frravuson. Have you charge of this program ? 

Mr. Beers. I do, sir. 

Senator Ferauson. Any questions? 
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Senator Dirksen. Mr. Beers, I came in after you began your testi- 
mony. I assume this relates to either the production of magazines in 
whale or in part in other countries, American magazines, or their sale 
to 0 there who buy them with local currency and leave with the 

ublisher the problem of redeeming and utilizing that currency either 
y expenditure there or by redemption here, is that correct? 

Mr. Beers. Except, Senator, the program deals almost entirely 
with publications originating in this country. 

The only exceptions would be, for example, a foreign edition of the 
Reader’s Digest. 

Senator Dimxsen. That was the one in my mind. I remember 
testimony a good many years back, there was some thought that 
paper and some labor could be utilized abroad and editions in part 
could be sent over there and finally put in complete form and sold, 
but in the main it relates, I suppose, to the publications here that 
are sold over there obviously have to be sold to people in terms of 
local currency ? 

Mr. Beers. That is correct. 

Senator Dmxsen. The question then is how to redeem that local 
currency ? 

Mr. Beers. That is correct. 

Senator Dirksen. Does that apply to newspapers as well as maga- 
zines? 

Mr. Beers. It is applicable to all informational media. 

Senator Dirksen. What is the status with respect to the New York 
Herald Tribune overseas edition ? 

Mr. Berrs. I believe we have a contract with the New York Herald 
Tribune overseas edition for the sale of the Paris edition in Austria. 

Senator Dirksen. How much have they materialized out of this 
program in terms of redeemed local currency ? 

Mr. Berrs. I cannot recall the exact figure. All contracts in Aus- 
tria are relatively small. 

Senator Dirksen. What about the New York Times? 


TOTAL CONTRACTS 


Mr. Berrs. The New York Times has had a contract with us; I 
am “not sure for what country as we have some 330 contracts, but T 
believe that contract was for Israel. i 

Senator Dmxsen. Chicago Tribune used to have a Paris edition 
and I do not. recall whether it went into the other countries. It may 
or may not have. 

Mr. Beers. We have never had an application from them to my 
knowledge. 

Senator Dirksen. What about Time and Life? 

Mr. Beers. We have contracts with Time-Life for operation in 
several of the countries, I believe we have about six contracts with 
them. We write a separate contract with each publisher for each 
country. 

Senator Dirksen. Are the amounts involved large or small? 

Mr. Berrs. They are not substantial. 

Senator Dirksen. I assume Newsweek is in the same category? 

Mr. Beers. That is correct. 
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Senator Dirxsen. What other publications specifically are in- 
volved ? 

Mr. Beers. We cover practically the whole gamut of the publishing 
industry. You might be interested in knowing how the percentage 
of our contracts break down as to media. We have a total of ap- 
proximately $5 million in contracts. Approximately 62 percent—— 

Senator Dirksen. When you say “contracts” that is the contract 
to redeem that much local currency in terms of dollars and turn it 
over. 

Mr. Brers. Yes; it is a contract of guaranty. If a publisher has a 
contract for $100,000 we guarantee to convert for him within a 1-year 

riod up to $100,000 of local currency. Of the contracts pares 
in force approximately 62 percent are for books, 28 percent for period- 
icals, 8 percent for motion pictures, and the remaining 2 percent for 
music and miscellaneous items such as globes, maps, and so forth, 

Senator DimkseEN. Now does this apply to South America as well 
as Europe? 

Mr. Beers. There is no country in South America in which the 
program is active at present but any country eligible for assistance 
under the mutual-security legislation is legally eligible for the in- 
formational media guaranty program. 


SCOPE OF PROGRAM 


Senator Dirksen. It is related mainly I take it to Europe. 

Mr. Berrs. We have a large program in Israel and we have a pro- 
gram in Formosa. Senator Ferguson has the complete list. 

Senator Dirksen. France, Germany, Austria, the Netherlands, 
Norway, Yugoslavia ? 

Mr. Beers, Yes. 

Senator Dirxsen. That is an essential—it is essentially European 
and Eastern Europe? 

Mr. Brers, We are about to start the program in operation in the 
Philippines. That will be one of our largest ones. 

Senator Dirksen. The theory behind it, of course, is to stimulate 
the circulation of newspapers and other media that carries in whole 
or in part the American story. 

Mr. Beers. That is correct—for sale through commercial chan- 
nels which is a very important aspect of it. 

Senator Dirxsen. Now with respect to the books, how do you pass 
upon the books that would be eligible ? 


CRITERIA 


Mr. Berrs. We have a very rigid set of criteria. We have written 
these criteria into a special covenant in the contracts. May I read it? 

Senator Dirksen. Yes. 

Mr. Beers (reading) : 


The investor will not ship or sell in the participating country under this con- 
tract publications or other materials in the following categories: (A) Mate- 
rials advocating or supporting an unlawful purpose. 

(B) Materials prepared or distributed in order to convey, disseminate, or 
reinforce Communist propaganda. 
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(C) Materials of a salacious or pornographic intent though the inclusion of 
questionable language, episodes, or scenes in a work of bona fide literary or artistic 
intent shall not automatically be construed to bring it within this category. 

(D) Materials devoted to the sensational exploitation as opposed to the factual 
reporting of crime, vice, or similar conditions. 

(E) Any other materials of so cheap, shoddy, or sensational character as to 
bring discredit upon the United States in the eyes of other nations. 

Those provisions are written into the contract we have with our 
investors. 

Senator Dirksen. Thank you, sir. 

Senator Fereuson. Then you would censor ? 

Mr. Beers. I would not call it that. These provisions were devel- 
oped in cooperation with the publishing industry and they have agreed 
to them. 

Senator Feravson. Wouldn’t it still be censoring? Do they all 
agree to that? 

Mr. Brerrs. They do not get a contract unless they agree to accept 
these provisions. 

Senator Fercuson. Therefore it is censored. They door else. 

Mr. Beers. They censor their own materials largely. 

Senator Fercuson. But doesn’t that provide for censorship? 

Mr. Beers. Yes, indeed, it does. 

Senator Dirksen. And they do not get a contract if they violate 
those? 

Mr. Beers. That is correct. 


BOOK BURNING 


Senator Dirksen. We have heard a good deal about book burning. 
Personally I do not care what a person writes on a printed page. I 
do not have to read it. I do not care what his opinion is. He can 
express it on a soapbox down in Franklin Park or Lafayette Park 
across from the White House so long as he does not advocate the 
overthrow of this Government by force or violence, but my quarrel 
about much of this program deals essentially with the fact that first 
we are dealing with public funds that we get from the taxpayer. 

Secondly, it is assumed, of course, that we are trying to tell our 
story. the American story, abroad. If then a book is selected that deals 
with Marxism, for instance, I do not believe that is an American story. 

‘ar from it. If, for instance, they send over the Memoirs of 
Hecate County, which is probably the bawdiest book that has been 
reduced to printed English in the last 50 years, and yet our colleague 
Bill Benton, when he was in the State Department, confessed when 
I was still on the House Appropriations Committee that he bought 
24 copies. I said where in the name of all creation do you find any 
representation of American culture in that book? I do not quarrel 
with the opinions. I want to be sure no stupidities are engaged in 
and that would be perfectly stupid to spend public money to send 
books of that kind abroad. 

I do not know how my colleague from Michigan feels about censor- 
ship. but I believe in it if it comes to evaluating a book that does not 
tell the American story in reasonably good terms, because that is what 
propaganda is for, and if it is not that, it misses its mark. 
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Mr. Frrcuson. I want to say I cannot tell from what you read 
you were doing it for any particular purpose, and therefore it indicated 
to me it was censorship. 

Mr. Beers. Senator, perhaps the reason—— 

Mr. Frerauson. There may be a reason. 

Mr. Beers. I backed away from the word “censorship” because it is 
an unpleasant word. 

Senator Dirksen. Evaluation is a better word. 

Mr. Brrrs. Yes, sir. I think we are perfectly aware of our respon- 
sibility not to lend the offices of the United States Government to 
furthering the export of the materials which do not reflect full credit 
on the United States, and that is our intent. 

Senator F'rerauson. How long has this been the rule? 

Mr. Beers. This was in effect when I came to the Department the 
2d of last February. 


STUPIDITY IN BOOK PURCHASING 


Senator Dirksen. I think that isabout the whole story. I was going 
to implement it by saying the other day we had a witness before the 
Committee on Government Operations, affectionately known, as you 
might well know, as the McCarthy committee. 

He has written 12 or 15 books. His name is Huberman, from New 
York. Most of the things Mr. Huberman writes are designed to con- 
vert this country and the world to the tenets of Marxism and Engels. 

He was not going to have any inhibitions about his freedom of 
thoughts, I do not care if Mr. Huberman writes 1,400 books, and 
I do not care whether he writes on music or Marxism or Venetian 
architecture or what, but the international information program 
purchased 147 of these books and stuck them around in the Titeresten 
around the world. That is stupid. 

Let him sell them wherever he can sell them, but I do not want any 
public money spent for this, because if he is trying to sell Marxism as 
a gospel, that is no American doctrine. I think the whole point has 
been missed in the so-called book-burning controversy which leaves 
mecold. I donot want to spend taxpayers’ money for it. 

Senator Frrevuson. Anything in those restrictions about Commu- 
nists, or Communist books? 

Mr. Beers. Yes. 

“B” is “Materials prepared or distributed in order to convey, dis- 
seminate, or reinforce Communist propaganda.” 

Senator Frrevson. What about Socialism ? 

Mr. Beers. We do not mention Socialism specifically. Weare gov- 
erned by the law and the legislative history of the program which indi- 
cates that anything exported should be consistent with the interests 
of the United States. I want to make it clear this does not involve 
Government purchase of any of these books. 

These books are not purchased for the information centers. We 
simply facilitate their sale through commercial channels. 

Senator Frrauson. That list is what you have in this information 
media program; is this a restriction ? 

Mr. Berrs. It is a restriction written into the contracts we write 
with American publishers. The terms of those contracts are that we 
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will guarantee to convert their foreign currency sales receipts once 
we have accepted their application. We go thoroughly into the kind 
of materials they publish, in many cases see actual samples. 


ZIFF-DAVIS PUBLISHING CO. 


Senator Frercuson. Was the Ziff-Davis publication in any way in 
violation of these restrictions ? 

Mr. Brrrs. The Ziff-Davis Publishing Co. has never applied to us 
for a contract for any country. 

Senator Fercuson. Didn’t it try to sell in Britain and was refused ? 

Mr. Beers. I believe their representative who came to town, and 
who spent several hours with me, told me of the difficulties he had had 
in trying to get increased circulation of their magazine Photography 
in Great Britain. 

Senator Fereuson. Didn't he go to Britain and try to get it in? 

Mr. Beers. I believe he did, but I think he was trying to get a 
regular import license. He was not seeking to have his material ad- 
mitted under this program. 

Senator Frravuson. Is there anything in any of these restrictions 
that would be violated by his magazine? 

Mr. Beers. I do not believe so. The magazine Photography, I am 
sure, would qualify under our criteria. 

Senator Frreuson. Do you know whether there is any colored 
photo magazine sold in Great Britian? 

Mr. Beers. I do not have that information. I believe Ziff-Davis 
sells “Photography,” there now in limited quantity. 

The point was they believed they could get about 10 times the cir- 
culation they now have if they were able to come in under this pro- 
gram and if it were possible to implement this program with Great 
Britain. 

Senator Frerauson. Any other questions? 

Senator Dirksen. You have no particular identity with the Inter- 
national Information Service, do you? 

Mr. Beers. We are there for administrative purposes. The Execu- 
tive order transferring this program, which is a mutual security pro- 
gram, from the Mutual Security Agency to the Department of State 
as I say, was effective first of last July. The files did not come over 
until about November. 

Mr. Srassen. A year ago. 

Mr. Berrs. Yes, July 1, 1952. We are actually in the International 
Information Administration. Our funds for personal services will 
come this year out of the International Information Administration 
appropriation. 

Senator Fereuson. Then this is just an administrative component 
in ITA, I suppose? 

Mr. Beers. That is correct. 

Senator Fereuson. That is all. 

Mr. Srassen. I believe the committee wishes to hear something on 
the policies with reference to the private investment and Mr. Robin- 
son of the State Department is here to respond. 

Senator Dirxsen. That related to our development program ? 

Mr. Srassen. In some respects but the whole, I really believe, came 
in, or Chairman Bridges in one of the full committee hearings asked 
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that we have somebody here on the whole question of United States 
policy with reference to private investment. 

I believe Mr. Robinson is here. 

You have in mind that it is the policy of the President to encourage 
expansion of private investment overseas and the steady decline in 
the foreign economic aid and development of private investment. 
This direc tly led to this discussion of United States policy. 


MSA INDUSTRY DIVISIONS 


Senator Dirksen. Governor, by way of a little foundation, who can 
first of all, tell us a little something about the setup of the Industry 
Division of MSA ¢ 

Mr. Srassen. The Industry Division of MSA. 

Senator Dirksen. You have an industry division, do you not? 

Mr. Srassen. Yes. 

Senator Dirksen. Describe for us generally the Industry Division 
and the number of people who are working there and what their 
essential functions are. 

Mr. Srassen. I think Dr. FitzGerald probably can give you a bet- 
ter statement on that. Mr. Rand is unfortunately engaged this 
evening. 

Senator Dirxsen. Dr. FitzGerald, can you give us a little light on 
this subject? 

Dr. FirzGrrarp. I will do my best. 

Senator Dirksen. The question was generally about the founda- 
tion on the Industry Division. I assume this is just a major division 
in MSA. 

Dr. FrrzGeratp. Yes. May I comment so that I make sure I under- 
stand the question. 

The discussion which Mr. Robinson prospectively will make is on 
general policies, activities of the Administration with respect to pri- 

vate investment abroad. I take it from your question that you are 
more interested in certain activities that we have been carrying on for 
the last several months in the industry division looking toward ex- 
perimental projects for stimulating private investment in three pilot 
countries. 

Senator Dirksen. Let me get back to Mr. Robinson. Mr. Robin- 
son, does this part of the program that comes under your particular 
jurisdiction deal with these guarantees against expropriation abroad ? 

Mr. Rostnson. No; it does not. The guarantees are administered 
by a division in MSA. We do participate with MSA on various 
aspects of the program but actually have no administrative respon- 
sibility for it. 

Senator Dirksen. Suppose briefly then in your own way you tell 
us something about your function and then we will see where we 
want to put in on it. 


POLICY TOWARD FOREIGN INVESTMENT 


STATEMENT OF HAMLIN ROBINSON, ACCOMPANIED BY 
BEN ENGLISH AND EDWARD CALE 


Mr. Rorrnson. Senator, I have prepared a fairly short statement 
here on our general policy toward private investment and also our 
general policy with respect to the nationalization of American enter- 
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prise abroad. I had understood that was something in which the 
committee was interested. 

Senator Fercuson. Let me give a hypothetical case. For instance, 
in Mexico, suppose you have a situation where that country forces a 
certain rate on private utilities that makes it uneconomical and that 
private utility is financed by American capital. Do you cover that in 
your general statement ? 

Mr. Rortnson. I do not cover that specifically but I have with me 
two other gentlemen from the State Department who I think are better 
prepared to handle specific questions relating to Mexico and other 
countries in Latin America. Perhaps Mr. Cale and Mr. English 
could join me. 

Senator Frrevson. Will you give your general thesis and apply it 
to that specific question ? 

Mr. Rortnson. This is Mr. Ben English of our legal adviser’s office, 
Mr. Ed Cale of the Bureau of Inter-American Affairs. 

With your permission I will proceed with this short statement. It 
has been felt with this as a starting point you could address your ques- 
tions. As Governor Stassen says, it is the policy of the Government 
to encourage sound American private investment in friendly foreign 
countries. 

Clearly the decision to invest or not to invest in specific cases is a 
private decision to be made by the individual concerned. In general, 
however, we are convinced that the experience and technical com- 
petence which goes with American investment abroad is as important 
as the financial resources of the investor in increasing the productivity 
of foreign countries, particularly those in a less-advanced state of 
development. 


DIFFICULTIES FACED ABROAD BY INVESTORS 


We are quite aware of the difficulties faced by investors in many 
areas abroad, and are under no illusions that there is any quick way 
of bringing about a sudden and substantial increase in the flow of 
American private capital abroad. It takes time to change the attitudes 
of a foreign country toward the outsider who desires to establish 
a business within its boundaries; likewise it takes time to establish the 
confidence of prospective investors in countries with which they are 
unfamiliar. Nevertheless, we do feel that a sustained effort in demon- 
strating what American enterprise can do, and in focusing the attention 
of American business upon the opportunities and needs abroad, will 
result in basic changes in attitudes both here and abroad having a real 
impact upon the amount of foreign investment. 


FOREIGN PRODUCTIVITY 


The resulting increase in foreign productivity will help to bring 
about higher standards of living, and higher levels of international 
trade. The relationship between foreign private investments and 
United States imports is illustrated by the fact that in 1950, 27 percent 
of American merchandise imports, or about $2,500 million worth, orig- 
inated in the output of American-controlled companies operating 
abroad. 

Senator Frrevson. Could we work out some scheme or some way of 
having these countries allow private investment at least up to or equal 
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to or double what the American taxpayers put in free? The next 
question would be why would any nation allow private capital to come 
in when it can get the money for nothing from the Federal Govern- 
ment ? 

Mr. Rostnson. On your second question, if I may take that first, 
there has been quite a good deal of controversy on that subject, as you 
well know. Actually, particularly in the underdeveloped areas, a good 
deal of the taxpayers’ money that has gone in either in the form of 
grants, or loans through the Export-Import Bank or the International] 
Bank, have been for the kind of development that ordinarily would not 
be particularly attractive to the private investors like irrigation, high- 
ways, large-scale power development, and so on, which are extremely 
necessary to give the country a foundation upon which to develop. 

Senator Fercuson. Why would not road bonds be attractive? High- 
way bonds, if they have some way of having income on them. 

Mr. Roprnson. Actually foreign securities have been fairly unpopu- 
lar in the United States since the rather bad experience with them back 
in the early 1930's. 

Senator Frrcuson. Do you think we can make them attractive now 
by putting so many tax dollars in them? 


SALE OF FOREIGN SECURITIES IN THE UNITED STATES 


Mr. Roprnson. I am not sure that will make them attractive. J 
personally feel that eventually there will be a market for that kind of 
security in the United States but certainly at the present time any for- 
eign government that comes to the investment banking group in this 
country in New York, for example, with the idea of going ahead and 
floating a security issue in the United States is discouraged. 

Senator Frrauson. What would be better than a power dam where 
you are selling the power daily ¢ 

Mr. Rosrnson. From the standpoint of the American investor it 
leaves something to be desired. 

Senator Fercuson. Why? 

Mr. Roprnson. Because the power is sold in terms of local cur- 
rency and the American investor is not particularly anxious to buy a 
bond with repayment expressed in nondollar currency. 

Senator Frrcuson. It would only then be something that was ex- 
ported to America ? 

Mr. Rogtnson. Or something which generally increased the pro- 
ductivity of the country and increased its general exports. 

Senator Frreuson. That would be sold in the local country. All 
business is done in local currency ¢ 

Mr. Rorrnson. Well, all local business is, but the investment may 
have a real impact on the level of exports from that country to the 
United States. A power project may raise the level of production in 
a mining industry which results in increased exports of that mineral 
product to the United States, and yet the power itself is not sold for 
dollars—it is sold to the local mining company. 

Senator Dirksen. What is the field in which you operate to encour- 
age the flow of American capital in these countries? What is the 
technique ¢ 

Mr. Ropstnson. There are a number of things that the Government 
is presently doing and other things which it is contemplating doing. 
50 
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For example, we have what we refer to as our treaties of friendship, 
commerce, and navigation, of which some 6 or 7 were just recom- 
mended, reported out favorably by the Senate Foreign Relations Com- 
mittee last. Friday. 

Senator Dirxsen. Do you have anything to do with the develop- 
ment of those treaties ? 

Mr. Rortnson. We do in the State Department; that is one of our 
principal responsibilities in this field, the negotiation of these treaties. 

Senator Dirksen. I was thinking of MSA as originally divorced 
from the State Department. 

Mr. Rosrnson. I am not with MSA. I am with the State Depart- 
ment. 

These treaties contain a number of provisions of very great impor- 
tance to investors, such as assurances relating to the nondiscriminatory 
treatment of their properties, to just compensation in the event of 
nationalization, with regard to the transfer of local currency earnings 
into dollars, and that sort of thing. 

We have, I think, around 8 or 9 of those treaties which have been 
signed, some are in effect, some are awaiting ratification, and a num- 
ber of negotiations with other countries in various stages. 

Senator Dmxsen. Are you thinking particularly of Latin America 
or all countries? 

Mr. Rosrnson. All countries. 


SITUATION IN TURKEY 


Senator Dirksen. Tell us a little something about the situation that 


prevails in Turkey. Turkey is the recipient of very substantial aid 
under this program. When I was there last I was advised that the 
American Tobacco Co., Standard Oil, and others could not export their 
earnings out of Turkey. They could not even make triangular deals 
involving Sweden and others for goods that might be brought to the 
United States because the Turkish Government quickly saw through 


those arrangements and said “No.” 
export earnings out of Turkey today? 

Mr. Rosrnson. No; it is not quite true. 

Senator Dirksen. It is true to a very limited extent—that is to say, 
there is a very modest amount that can be exported ? 

Mr. Rosrnson. I think that is a truer statement. The Turkish Gov- 
ernment enacted a law within the last 3 or 4 years in which they offer 
various incentives to the foreign investor, one of which is a commit- 
ment to repatriate up to 10 percent of the earnings on new investment, 
10 percent based on the original capital, and in some industries clearly 
that is not enough. 

Senator Dirksen. That is not much, after all, of an encouragement 
for the American stockholder in a company ? 

Mr. Rorsrnson. That is correct, and we have so argued with certain 
other countries who have considered similar arrangements. 

Senator Ture. Have you endeavored to overcome that in the trea- 
ties? 

Mr. Roprnson. In the treaties we take a different approach in that 
we do not try to set a percentage guaranty. For one thing, we feel 
that if a country really gets into a tough position foreign exchangewise 
it is rather unrealistic to expect them to transfer earnings on foreign 
investments when they need the exchange to meet the health and wel- 


Is it not true that you cannot 
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fare needs of their own people. We feel there is some danger in 
trying to get an ironclad percentage ony: 

Senator Frercuson. Isn’t that same capital giving daily work to the 
people of that country ¢ 

r. Rosinson. It is. 

Senator Ferauson. And yet they will not allow it to be used in that 
way 

Mr. Ropinson. Actually, a good many countries will allow it to be 
used in that way. 


ROADBLOCKS TO PRIVATE INVESTMENT 


Senator Ferauson. Are there any roadblocks in Latin America to 
private investment? 

Mr. Rosrnson. Clearly, there are roadblocks in some countries and 
in other countries not. Purtape Mr. Cale would care to address him- 
self to that question. 

Senator Tuyr. You have the same situation in Australia. You can- 
not take earnings out of Australia freely. 

Mr. Rosrnson. Under the sterling area restrictions most of the 
sterling area countries permit the withdrawal of current earnings on 
external investments. 

Senator Tuyr. I would be interested in knowing when they modified 
that situation. 

Mr. Roptnson. If memory serves me right, that has been in effect 
for several years. They did modify the regulation just last year but 
modified them in the direction of permitting more liberal withdrawal 
of the capital itself rather than earnings which they had permitted to 
he withdrawn for the past several years. 

Senator Tuyr. You mean they have had no restriction on earnings? 

Mr. Rosrnson. On current earnings, it is my understanding; no. 

Senator Dirksen. Are you gearing your remarks to MSA or is this 
independent ? 


Mr. Ronrnson. I was gearing them generally, not limited to MSA. 
SITUATION IN GUATEMALA 


Senator Dirksen. I think the thing the committee would be inter- 
ested in would be essentially this. How do we justify very substantial 
aid to any country if that country through restrictive legislation or 
regulation makes it difficult for us to do business there? A case in 
point, Guatemala is still in the program. There is no increase for fiscal 
1954% 

Mr. Care. None. 

Senator Dirksen. Now, we have a peculiar situation in Guatemala. 
There can be little doubt there is a very energized Communist effort 
going on because, as I remarked once before, they were shooting the 
window lights out of the palace the last time I was there and it was 
dangerous to go around. Guatemala is in the program. She is a 
recipient of the largess of this country but she is making it increasingly 
difficult for our people to operate. Take as an example the United 
Fruit Co. It operates in Honduras and Guatemala—a big operation, 
as a matter of fact. If I should name any company in the whole wide 
world that actively has helped the economy of any country it is United 
Fruit and what it has done for schools, for the building of the land, 
creation of jobs, paying labor twice what the Guatemalan rate is, set- 
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ting up some commissaries where they buy food at half cost, and yet 
they are almost on the verge of expropriation; but they are in the 
program for aid under this particular program. 

Mr. Cate. The question that we have to ask ourselves is whether or 
not we would actually improve the position of United Fruit Co. and 
our position generally in Guatemala if we cut out this very small 
program. 

The program in Guatemala is under constant review. It is exceed- 
ingly small. We feel that it is one way of helping the masses of the 
people whom we believe are friendly to us. At the same time we are 
concerned over the attitude the Government is taking toward the 
United Fruit Co. 

We have already taken up with that Government the expropriation 
of land in Guatemala belonging to the company and we expect to 
follow up with the normal and accepted procedures for protecting.the 
interests of our citizens abroad in that regard. 

Senator Dirksen. Do you do it by rewarding further incursions by 
Guatemalans into the rights of Americans down there by saying, 
“Be good boys and we will give you more and more and more”? 
The situation has definitely deteriorated in Guatemala since 1948. 
Can there be any doubt about it ? 

Mr. Caue. I think you are correct in stating that the situation has 
deteriorated. 

Senator Dirksen. And we continue to reward them. I have not 
seen the night papers but somebody brought to my attention the fact 
that the situation has become quite aggravated in the last few days in 
Guatemala. Is it not about time that we throw in the sponge and use 
a stick on occasion when it becomes necessary ? 

Mr. Care. I may say that the problem is under constant review. 

Senator Frerevson. You say: “under constant review” and it has 
been getting worse. What good does it do to constantly review some- 
thing that is getting worse and do nothing about it ? 

Mr. Cate. If it were possible to change the situation with respect to 
United Fruit 

Senator Dirksen. Let’s leave out United Fruit. 

Mr. Catz. Toward American investments in Guatemala and to 
improve our general position in Guatemala by cutting out this pro- 
gram, I am sure that that would be done. 

Senator Dmxsen. The way you punish a naughty child is to take 
away the lollipop, not give him a second one. If he gets into mischief 
say, “Here is a second little lollipop.” 

ee Frreuson. Every time he does something wrong give him 
another. 

Mr. Strassen. If one of the children in the family misbehaves you 
do not punish the whole family. That is what you have got in Guate- 
mala, not the matter of the whole people being unfriendly to the 
United States. You have a situation involving the Government. 

In this whole overall question as to whether or not you should insist 
on the convertibility of earnings in all of these countries you come, as 
a matter of fact, smack up against this overall question of the payments 
in international trade for dollars and the reason I asked this chart to 
be put up is it shows the 1952 situation and just how the dollar picture 
is with the rest of the world. 

(The following chart was submitted :) 
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UNITED STATES EXPORTS AND IMPORTS 


If they let you exchange dollars in most countries of the world with- 
out restriction you would drain out all dollars and gold in a very short 
time. The United States is so productive and so strong a creditor 
nation in this postwar situation that it has a tremendous balance in its 
favor toward the rest of the world. You see it here. This is what 
we shipped out in exports. Wheat, tobacco, cotton, meat, cotton tex- 
tiles, chemicals, machinery: 16 billion out of a total financial trans- 
action of 22 billion. You see what we took back in, just 11 billion— 
coffee, sugar, rubber, fish, chemicals, medicines, machines, miscellane- 
ous. During the year you have the various financial transactions and 
have loans and grants. With that they had to send us $378 mil- 

ion worth of gold last year with all the aid. Now if they had liberal- 

ized and they did send in, they received due bills for United States 
capital eranings abroad $1,911,000,000, and those they paid. Now 
if they had liberalized further they would have had a greater deficit 
here to be met by gold or by further aid grants. 

You have this fundamental question of the balance in dollar ex- 
change with the rest of the world. You either have to expand private 
investment abroad or expand it, expand the tourists and all the other 
indirect earnings or expand the imports of physical goods or a eom- 
bination of them or further restriction on United States exports. 
Those are the various factors that come in because the countries in 
the period in the last decade have been so stripped on their gold and 
it is in Fort Knox as you know and on their dollar reserves that they 
cannot make any more payments of any consequence without com- 
pletely destroying the backing of this country’s currency. That is 
why this has to move so gradually and with such care that you do not 
upset the currency and economic picture of other countries as you more 
rapidly open up investments and convertibility and the bringing back 
into the United States of earnings. You cannot do it with one fell 
swoop or you bust every country in the world and wind us up with a 
temporary spurt only of dollar exchange and then economic chaos and 
the kind of restrictions that came in the late twenties and early thir- 
ties that threw the whole world into a depression condition. This 
is an intricate decision that has to be approached with great care and 
step by step and we are now engaged in a process of facing up to this 
and phasing out on these loans and grants of stepping up on the dollar 
earnings of these countries in various ways including expanded teur- 
ist business, expanded receipts of raw materials and in the overall 

icture, trying to create an economic balance step by step without such 
arge grants and without pulling the gold out of the rest of the world. 


REPAYMENT OF LOANS 


Senator Frreuson. How will they ever repay the loan? You are 
pyramiding those on the opposite side ¢ 

Mr. Srassen. These have to be looked upon as a long-term loan 
approach. They have to earn more dellars by doing more things 
and selling more goods to tourists and that is a very substantial item 
that is growing; {think it can grow still more. One of the dividends 
that the United States people can get from the rest of the world 
by reason of the great productivity is the pleasure of travel more 
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abroad. ‘Ihey can get that back as a dividend. Another thing they 
can take in is more raw materials from the rest of the world. They 
can take in more of other products if they get specialty goods and 
things of that kind. 

You can have a greater United States private investment in the rest 
of the world to counterbalance the picture. 

Senator Frrauson. Aren’t they putting up tariff barriers and 
quotas to keep these goods out ? 

Mr. Srassen. Some of them are so concerned by the level of United 
States imports that they cannot pay for that. They have to cut that 
level down and it gets into these media guaranty and many of these 
special problems. 

Senator Dirksen. Getting back to the thesis laid down by Mr. Rob- 
inson, it is not as complicated in my judgment as it would appear 
because what you deal with finally is just the human equation, 
whether it is a bank, whether it is a Standard Oil Co. or General 
Motors or whoever it is. 

They will go into Columbia or Turkey or Germany or any other 
place if they believe they can produce an article at a profit and there 
is some chance of first, saving their capital against expropriation— 
that has to be the first guaranty because why should any corporation 
or any bank venture a single dollar in a foreign country if they were 
dubious that they could get their money out in terms of dollars ? 

Secondly, why should they invest if they are going to be the vic- 
tims of discriminatory legislation ? 

Third, why should you set up a factory in a foreign country if, in 
the case of a broken-down machine you had to send to the United 
States for a part; you set up a depreciation reserve and it takes 6 
months to get the part so the factory can run. 

The whole question of luring capital abroad—goodness knows, 
there is plenty of capital—is: Is it safe and are you going to get it 
back because the enterprises does not own the capital ? ‘He is a trustee. 


PROFITMAKING 


Mr. Srassen. The interesting thing is that with all those difficulties 
United States capital is earning more abroad than it is in the United 
States even under these conditions. They overcome all these obstacles 
and still make a good profit overseas. 

We want to improve the atmosphere so they have greater chances 
of making good profits overseas and we hope then they will invest 
and reinvest and expand their holdings overseas without constantly 
pulling the dollars te so quickly, That will develop a favorable 
situation worldwide that. we trust in time can lead to general con- 
vertibility of currency. If you get to the point of gener ral converti- 
bility again then you do not have these balance-of-payment problems 
and these special transactions. In the underdeveloped areas in pe- 

troleum the annual earnings rate is about 32 percent compared to 22 
percent in the United States. 

Senator Dirksen. They have not any use for that petroleum. 

Mr. Strassen. Much of this goes into Europe and is in turn con- 
verted back into dollars. 

Senator Dirksen. You take Saudi Arabia. 

Mr. Strassen. While there are all these difficulties in the way of 
doing business, nevertheless United States capital is overcoming all 
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the difficulties and making a profit. We want to increase their oppor- 
tunities for expanded investment and expanded profits because it is 
the only way that the United States in its creditor role toward the 
rest of the world can adjust its position and do so on a sound economic 
basis. 

Senator Dirksen. Take that petroleum. These countries that are 
selling us that petroleum are going on to do so because they have not 
any use for it. Saudi Arabia has none, the whole theater there has 
no real use for it. Therefore they are getting American dollars for 
it. That is why. 

Mr. Strassen. What is your point? 

Senator Dirksen. You say that they are getting more out of 
petroleum. 

Mr. Srassen. United States capital is showing a better profit 
overseas. 

Senator Dirksen. That is one item. What about the other items? 


EARNINGS ON INVESTMENTS ABROAD 


Mr. Srassen. In distribution like Sears, Roebuck, and so on, they 
are making 20 percent overseas instead of 17.9 in the United States. 

Senator Exzenver. That is because of taxes, is it not? It is cheaper 
to operate, labor is cheaper. 

Mr. Strassen. There are various factors on the plus side that over- 
come some of the minus side that Senator Dirksen correctly pointed 
out. 

There are many obstacles but also some advantages. In manu- 
facturing they are making about 1 preter | better overseas. In min- 
ing and smelting they are making about 2 percent better overseas. 
This is United States private capital invested overseas. In public 
utilities, with reference to the question of awhile ago, they are doing 
very badly overseas, 1.8 compared to 6.7 in the United States. 

Public utilities overseas is not a sound United States private invest- 
ment at present. 

Senator Frreuson. Have you a chart showing South America, the 
figures on profits in South America ? 

Mr. Strassen. This is worldwide and it varies in a particular item 
but this shows—Latin America has 39 percent of all the United States 
private investment overseas. 

Senator Frercuson. What is the profit compared to here? 

Mr. Srassen. We do not have an analysis separated out by these 
areas but there is no indication that it is significantly different. It 
might be a little better in one business than another, but this shows 
the geographical division. 

Senator Ettenper. In the case of petroleum in Venezuela the Amer- 
ican companies make a net profit of over 400 million per year, almost a 
half billion dollars. 

Mr. Srassen. I am not familiar with the figure but you get a 
variation. 

Senator E.ienper. The profits are 50-50 between the Government 
and the operators. 

Mr. Strassen. A United States business that gets active in say 9 or 10 
foreign countries so that if 1 goes sour the others pick it up or if Z go 
sour the others still pick it up are the kind that have been most suc- 
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cessful and have spread out their investments and take great profits— 
one place a loss, another place a gain, but it averages out in pretty 
good shape. 

On your other question— 

Senator Tuye. Will that chart be shown in the report? Can there 
be a reprint of that chart because, unfortunately, there will be a great 

_many reading the report that will neither see the chart nor have it so 
explained that they will have the benefit of it. For instance, this 
foreign investments by areas, you say that refers to the Latin Ameri- 

can countries, the lower one in the lefthand corner, 

Mr. Strassen. Thirty-nine percent. 

Senator Trrve. That is $13.1 billion over here in the Latin Ameri- 
can countries. 

Mr. Strassen. $13.1 is the whole. So it means that 4 billion, a little 
more, is in Latin America. We have a United States private invest- 
ment of over $4 billion in Latin America right now. 

Senator Dirksen. Why can’t you insert a chart breaking it down by 
countries, all countries in the MSA program, showing the investment 
there and showing the earnings? Of course, you will have Venezuela 
at one side but it will virtu: lly. offset Argentina, Chile, Peru, and so on. 

Senator Exv.enper. That would be quite a job to do country by 
country. 

Senator Dirksen. The Commerce Department should have those 
figures. 

Mr. Srassen. We will check and try to furnish it to you. 

(The information referred to follows:) 

The data shown below, on United States direct investments in foreign countries 
in 1950, are the latest for which the Departinent of Commerce has detailed 


figures by country. Information concerning the earnings on United States 
investments abroad by country could not be obtained. 


Value of United States direct investments in foreign countries, by country, for 
1950 


[Millions of dollars] 5 
Areas and countries 1950 total 


Canada_. 3, 564.1 


Latin American Republics: 
Argentina_____-_- : 554. 6 
Bolivia 
Brazil___-_ ; 627. 
Chile ‘ ah 529. ¢ 
Colombia___— ; B 193. ! 
Costa Rica ‘ bidelicsalal ‘ak 62. 
ae ‘g 638. 
Dominican Republic ‘ 105. 
Heuador___ a : 14. 
El Salvador s : 18, 
105. 
anal - 12. 
Honduras 7 ail . ‘ 61. { 
OT eee 398. 6 
Panama : 348. 
Rie ced cance utes : 140. 
Uruguay____--- Lele. Me Ui SES SO, aie Sd ctblilstecentd nD. 
Venezuela_ 981. 
Other Latin American Republics 


Total 
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Value of United States direct investments in foreign countries, by country, for 
1950—Continued 
[Millions of dollars] 
Areas and countries 
Western Europe : 1950 total 
Belgium 
Denmark 
France 
Germany __- — 
Be il i ie geile chen diabahhcoliimatendsibabdelodeatt 
eee drs webait andialbtehtalbadiee beidhesin chcchehte ddan arabic 
Norway 
Portugal___ 
Spain 


- 
= 


Switzerland_ sindesiihinineicviltacé 
United Kingdom_- 
Other Western European countries__._....-....--..-.---.--.-.. 


Si wAAIDHNAOSOKHAQHi KD 


Total 


ON aii pd echt te biisedk bintnntlathle , 

Western European dependencies : 
Belgium, Portuguese, and Spanish dependencies 
SU UEEE MUROOUNC UN SUR PANTING hice cian acca mabe teninmeonpniis 
British dependencies in Western Hemisphere 
OR in ieeineind ep tncainaeiseenetinaneidh dina 
French North Africa 
eo 
Netherlands dependencies 


ADO 


+ 
~ 


| 


ua 


.0 
. 8 


Egypt and Anglo-Egyptian Sudan 

Ethiopia, Eritrea, Libya, and Tangier 

cae ais dct en enbchchand aes laced cindieninen cadhites aoe uh elbiiadeaneteates 
NO besiecicttre eneeigennnt eaten ip libata ccmmoei Skene des 
Indonesia 


e: 


—_ et oT 
Nenmnoofna 


er; 


Japan, Korea, and Formosa 

OD Sieh cic ens ei enceacbdschine Aaitibillbeds se cinstnsis ce overpaid Ab aebeite 
New Zealand 

Pakistan 

Philippine Republic 

Saudi Arabia, Iraq, Jordan, Lebanon, and Syria 

Union of South Africa 


Sass 


33 <i 
© > 
OR 


Total 


Total, all areas 


2 Valuations for properties in Eastern Europe and China were not generally available 
for the end of 1950. 


Source : U. S. Department of Commerce, Office of Business Economics. 
INVESTMENTS IN RAILROADS 


Senator Fercuson. Are there any South American countries that 
refuse to allow us to invest in a railroad ¢ 

Mr. Strassen. Mr. Cale or Mr. Robinson can answer that. 

Mr. Carex. I do not know of any that will not permit us to invest. 
There are some we would not arlvise American investors to go into 
at the present time. 
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Senator Evtenper. You are talking of railroads at present ? 

Mr. Catz. The Senator asked the question about railroads, and I 
um not informed of the country that has prohibited us from investing 
in a railroad. There may have been one, but I have no knowledge 
of any. 

Mr. Rosinson. I do not know. A great many countries exercise 
selective control over the kind of investments they will permit, but 
{ do not know of any in the program that says a flat no to every- 
thing. I would like to comment on one thing | think you said, Sen- 
ator, that there was this great reservoir, as it were, of private capital 
in the United States. Actually, of course, we have had tremendous 
investment in new plant and equipment in the United States in recent 
years, and returns in the United States have been good, and security 
has been assured, the conditions are known, of course, to the investor 
so that you have something of a disincentive to foreign investment 
arising from that situation. 


INVESTMENTS IN YUGOSLAVIA 


Senator Tuyr. Are you permitted any American investments in 
Yugoslavia ¢ 

Mr. Rosrnson. I do not think it has been up to us to permit 
them or not. The Yugoslavs have not been particularly receptive to 
privately owned enterprises. 

Mr. Srassen. I think the proper thing to say is there has been 
some movement in Yugoslavia toward a more liberal economy and 
away from the complete controlled economy that had been there for 
some time. I coal say that worldwide there has been some tendency 
‘o move toward more private development and away from the gov- 
ernmental socialist concept which has been riding so high or was 5 
years ago. But it is a slow turnback. 

You take this matter of how you move in encouraging private invest- 
ment. We do have the policy now that we will not make United 
States grants or United States governmental loans for projects that 
should properly and more desirably be developed by private capital 
cvither indigenous to the country or from the exterior of the country, 
and we are endeavoring to alee that picture and moving in that 
(tirection. As a part of that policy that has been enunciated particu- 
larly, Turkey has shown recently a very marked interest in what might 
he developed by private capital within Turkey. 

Our response has been to proceed to send to Turkey an advisory 
mission, some outstanding United States businessmen to talk over with 
them what the circumstances are under which you develop a private 
capital investment and that mission will go forward next month by 
the invitation of the Turkish Government. 


DETERRENT TO INVESTMENTS 


Senator Ev.enper. Is it not a fact that the reason why private in- 
vestments are not made in a larger way in South and Central America 
insofar as the development of the natural resources are concerned is 
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because all of those resources belong to the Government? You cannot 
deal with private owners there, the people who own the land itself, but 
instead you have to deal with a government that often changes. 

Mr. Cater. I think that is one of the greatest determents; yes, sir. 
The situation varies as between countries but in many countries:the 
government owns the rights in the subsoil and the private company 
going in 

Senator E.tenper. I would like you to name me one in which the 
government does not own everything beneath the surface. Brazil, 
for instance, that is a great trouble and that is why a lot of American 
capital is not willing to go into Brazil because of the unfavorable 
reception there from the Government. 

Mr. Catz. A private company going in usually has to get a con- 
cession from the Government. 


ENCOURAGEMENT TO INVESTORS ABROAD 


Senator Dirksen. Mr. Robinson, how many people are engaged in 
this encouragenient business of private investments abroad ? 

Mr. Roprnson. I cannot answer that. There are people in several 
departments of the Government; certainly in MSA, and in the De- 
partment of State and quite a number in the Department of Commerce. 
Of course, our entire foreign service has as one of its important func- 
tions, assistance to American businessmen coming to their areas, and 

roviding information of an economic and financial character that is, 
in turn, disseminated to the private concerns in this country. It would 
be awfully hard to give any precise estimate of the manpower. 

Senator Dirksen. Then it is not budgeted as a separate program ? 

Mr. Rosrnson. In the State Department it is not. 

Senator Dirksen. Or any other place? 

Mr. Rorrnson. As to the Department of Commerce, I cannot answer 
the question. 

Senator Dirksen. In the State Department, of course, everybody 
in the foreign field would be expected to render some assistance to the 
program ¢ i" 

Mr. Rorrnson. Yes; and in recent months we have sent out new' in- 
structions, bringing that point home and making it one of the high- 
est priorities in the business of the Foreign Service establishment, 
that kind of assistance. 

Senator Freravson. We will insert the remainder of your state- 
ment in the record. 

(The statement referred to follows :) 


POLICY TOWARD FOREIGN INVESTMENT 


It is the policy of the Government to enconrage sound American private in- 
vestment in friendly foreign countries. Clearly, the decision to invest or not 
to invest in specific cases is a private decision to be made by the individuals 
concerned. In general, however, we are convinced that the experience and 
technical competence which goes with American investment abroad is as im- 
portant as the financial resources of the investor in increasing the productivity 
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of foreign countries, particularly those in a less advanced state of development. 

We are quite aware of the difliculties faced by investors in many areas abroad, 
and are under no illusions that there is any quick way of bringing about a sud- 
den and substantial increase in the flow of American private capital abroad. 
It takes time to change the attitudes of a foreign country toward the outsider 
who desires to establish a business within its boundaries; likewise it takes time 
to establish the confidence of prospective investors in countries with which they 
are unfamiliar. Nevertheless, we do feel that a sustained effort in demon- 
strating what American enterprise can do, and in focusing the attention of 
American business upon the opportunities and needs abroad, will result in basic 
changes in attitudes, both here and abroad, having a real impact upon the amount 
of foreign investment. 

The resulting increase in foreign productivity will help to bring about higher 
standards of living, and higher levels of international trade. The relationship 
between foreign private investments and United States imports is illustrated by 
the fact that in 1950, 27 percent of American merchandise imports, or about 
$2,500,000,000 worth, originated in the output of American-controlled companies 
operating abroad. Clearly, foreign countries must increase their exports to the 
United States if they are to service American investment while at the same time 
meeting their own essential import requirements. Unless they can do so, Amer- 
ican investments therein can hardly be regarded as “safe.” 

The present administration is in the process of developing a positive program 
of encouraging sound American investment abroad. On June 11, Secretaries 
Humphrey and Weeks and Mutual Security Administrator Stassen invited a 
group of prominent industrialists and bankers to meet with them to discuss 
measures which might be effective in stimulating the investment of more Ameri- 
can capital in sound enterprises abroad. A very profitable exchange of views 
took place and a number of positive suggestions were advanced and discussed. 
These are presently being considered by a four-man group consisting of Assistant 
Secretary of Commerce Anderson, Assistant Secretary of State Waugh, Assistant 
Secretary of Treasury Overby, and Deputy Mutual Security Administrator Rand, 
It is contemplated that concrete recommendations for policy and action will be 
developed, for further consideration with business leaders, by the 17-man Com- 
mission which will review our foreign economic policies, and by the Congress. 


POLICY TOWARD NATIONALIZATION 


It is the policy of the Government to discourage the nationalization of Ameri- 
can property and enterprise abroad, recognizing that the right to take property 
for public purposes is an attribute of sovereignty which neither we nor any 
other government can renounce since its exercise may sometimes be necessary 
in the national interest. In the event that nationalization does take place our 
objective is to secure prompt, effective, and adequate compensation for the prop- 
erty nationalized. This is a recognized principle of international law, which 
we have frequently confirmed and elaborated in bilateral treaties with individual 
foreign countries. 

For example, our recent treaties of friendship, commerce, and navigation 
contain the following provision: 

“Property of nationals and companies of either party shall not be taken within 
the territories of the other party except for a public purpose, nor shall it be taken 
without the prompt payment of just compensation. Such compensation shall be 
in an effectively realizable form and shall represent the full equivalent of the 
property taken; and adequate provision shall have been made prior to the time 
of taking for the determination and payment thereof.” 

Moreover, such treaties elsewhere state that the foreign country must provide 
for the transfer into dollars of the compensation, subject only to the availability 
of foreign exchange for goods and services essential to the health and welfare 
of its people. Moreover, the parties agree that the interpretation and applica- 
tion of these provisions, if not satisfactorily adjusted by diplomacy, can be sub- 
mitted te the International Court of Justice. Treaties of this nature are in 
effect with Nationalist China, Ireland, and Italy. A treaty signed with Uruguay 
in 1950, which has received the Senate’s advice and consent to ratification, is 
awaiting Uruguayan ratification. A subcommittee of the Senate Foreign Rela- 
tions Committee held hearings week before last concerning the ratification of 
treaties of a similar nature signed with Denmark, Greece, Germany, Israel, 
Japan, and Ethiopia. The full committee reported these treaties out favorably 
on Friday. We are renewing our efforts to focus attention abroad on the de- 
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sirability of such treaties, and negotiations are in various stages with several 
other countries. A number of earlier treaties contain less elaborate provisions 
than that quoted above requiring just compensation in the event of expropria- 
tion; it is our aim to strengthen the provisions of these earlier treaties as they 
are revised and brought up to date. 

The provisions of these various treaties state the established policy of the 
United States Government. In the absence of such a treaty with a particular 
country our objective is nonetheless to seek treatment consistent with that policy 
and with international law. 

Senator Dirksen. Have you persuaded us this is a good program ¢ 

Mr. Rosinson. That is for you to answer. 

Senator Dirxsen. That is all I have. 


INVESTMENT IN LATIN AMERICA 


Mr. Cate. I would like to make one comment. Despite the ob- 
stacles to private investment in Latin Ameri ital there are 
many—private funds are going in at the rate of about $250 
million a year which is a rather sizable flow. I think the figure of 4 
billion was given just a few minutes ago as the size of our invest- 
ment. The correct figure is around 5 billion of direct private invest- 
ment. There are other indirect investments to bring it up to between 
$6 and $7 billion. 

Senator Tuy. Are you endeavoring to obtain treaties that will 
guarantee or assure the businessman that if he goes in there that he has 
a positive agreement between this Nation and that nation as to what 
his business relations will be and what securities and future security 
he will have? Are you endeavoring to develop this? 

Mr. Care. Yes. The friendship, commerce, and economic devel- 
opment treaties Mr. Robinson referred to earlier have clauses in 
them with respect to the establishment; these have to do with the 
conditions under which 

Senator Ture. If the government really defaults on their treaty 
then you have that treaty and you can definitely show them where 
they are in default and then you have means of bringing about re- 
prisals? 

Mr. Cate. Yes. What we need, however, is an attitude on the part 
of the foreign government to attract investments. You cannot nego- 
tiate a treaty with a country that is not willing to give you the type 
of assurance you need. 

Senator Ture. Yes; but once you have entered into such agree- 
ment then the businessman has certain assurances as to the future 
and without such a treaty in existence the businessman would be very 
foolish to go in there unless he just wanted to take a chance? 

Mr. Caz. It gives him assurances for the future he would not have 
otherwise. 

Senator Torr. That is what you are endeavoring ? 

Mr. Car. One of the things. 

Senator Ture. Therefore if you find a nation that will not enter 
into such a treaty then that is a flag against that nation so far as the 
individual investor or the corporation as an investor ? 

Mr. Carr. That is one of the pieces of information we see that gets 
to businessmen in this country in informing them about the conditions 
they will be up against in the individual foreign country. 
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SITUATION IN MEXICO 


Senator Frerauson. I asked a question that I did not get an answer 
to. Have wea situation in Mexico where foreign private utilities are 
being penalized because of uneconomic rate structures imposed by the 
Government of Mexico? 

Mr. Caiz. I would prefer to answer that question off the record. 

Senator Fercuson. | would like to have the facts. 

Mr. Catz. We have a situation— 

Senator Ferguson. What is secret about a thing like that? They 
either are or are not. If they are, why should private capital go down 
there and invest and why should we put a million and a half dollars in 
an aid program if they do that? 

Mr. Row We have a situation in a great many of the Latin-Amer- 
ican countries where with inflation in those countries the rates which 
the public utilities are allowed to charge have not gone up proportion- 
ately. That, I believe, is one of the principal reasons why the rate of 
profits on the chart of public utilities is shown as lowest. 

Senator Frrauson. ty ‘hy can’t we be as frank with people of other 
countries as we are with the people here? We have to tell them the 
facts. 

Mr. Cate. We are frank with them. 

Senator Frrcuson. You want to use diplomacy. You mean you 
want to talk all around the barrel and never get anywhere; is that it 4 
Why can’t we be frank in these discussions ? 

Mr. Cae. We do not have information that we wish to keep from 
Members of Congress, but we prefer to give some of it to you when the 
press is not present. 

Senator Frreuson. Why should not the people of Mexico know why 
capital does not come down there, because os Government fixes a rate 
that will not pay? Isn’t that a fact? W hy should not the American 
people know? I do not understand why we cannot be fair and frank 
in the ap ussion of our economic problems. 

Mr. Srassen. Senator, do you recall some of the reactions in this 
country when a statesman in some other country makes a remark about 
this country? It is the shoe on the other foot. There is a sensitivity- 
you argue it should not be there—there is a great sensitivity in all 
parts of the world having someone in another country critic ize the 
affairs of your country. That is the way. Somebody gets up in the 
British House of Commons and makes a remark about the United 
States and it has a terrific reaction. 

Senator Frereuson. I am trying to get the facts. 

Mr. Strassen. You are asking why we should not be outspoken about 
these things and that is the ba Serdund of it. 

Senator Drrxsen. It was wholesome to have our friend Clement 
Atlee make a speech on the floor of Parliament and 2 days later some 
of us exploded on the Senate floor but later an understanding came 
out of the explosion. 

Mr. Srassen. There may come a time when all countries can talk 
about each other as we do about ourselves here. 

Senator Dirksen. If this is a good-neighbor policy we should talk 
as neighbors. 

Senator Evienper. Is any other American business suffering abroad 
in the same manner as those who invest in public utilities? 
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I do not know of any and you put your finger on the reason when 
you say these rates were fixed probably several years ago. 

Now the thing is that because of inflation, operating costs gone up 
but the utilities commissions have not increased the rates in line with 
the inflated value of the money. 

Mr. Cae. I think that is the outstanding case. There are other 
“ases where American companies are having difficulties because of ex- 
change rates and taxation but as the chart indicates, utilities would 
be in the worst position. 

Senator Frereuson. Do you know of any horse traders in the State 
Department ? 

Mr. Caz. There are very good horse traders in the State Depart- 
ment. 

Senator Fercuson. I hope some day to see one when he goes out to 
make a trade that he does not carry his saddle back, that he brings 
a horse. 

You show me a horse trader down there. 

Mr. Cae. I think we have some very good ones. 

Senator Dirksen. As a general observation—— 

Mr. Cater. I think our new Assistant Secretary of State is a good 
horse trader. 

Mr. Ferevson. I am looking for the horse he brings back. 

Senator Tyr. I know of a man who went out on horseback and 
came back with a couple of cows. He did all right. 

Senator ELtenpver. It has been my experience that our representa- 
tives abroad and representatives of the State Department always make 
a much better case for the foreign countries than the foreign countries 
themselves make. They make a good case. 

Senator Ture. I think Senator Ferguson has an excellent point 
there that you do not want to go into those countries and then come 

‘arrying your saddle back but I am hopeful that as you reexamine 
this entire question that some of you gentlemen do develop the tech- 
nical skill of a good horsetrader, that you come back with something; 
if it is not a horse come back with the equivalent in value. 


PROGRESS IN ITALY AND THE PHILIPPINES 


Mr. Strassen. You asked about the direct industrial-development 
program which has direct relevancy. We are moving forward in that 
in three areas, particularly, which we have been ‘dise vussing, Italy 
and the Philippines, we are trying with very expert advice to develop 
the understanding of their resources and their own receptivity to 
private investment to the point that we might point the way for 
expanding private investment and development in the world situa- 
tion. We are particularly consulting three internationally renowned 
geologists and businessmen, Dr. Everett De Golyer, Dr. Walter 
Boucher, and Dr. Roland Beers, and I know there has been some 
question about this program but it is a basis of discovering geological 
and business possibilities in a country and open it up under correct 
laws and tax provisions for private development. 

Senator ELrenper. What can three geologists do the world over? 

Mr. Srassen. We are moving just in three countries. 

Senator Ex.enper. What can we do in South America, study 
statistics ? 
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Mr. Srassen. We know much more about it in South America. 
There is not as much known in Turkey and in southern Italy and in 
the Philippines. 

Senator Ev.tenper. How do they go about this work? Do they 
climb mountains and follow the rivers to fiind iron ore or gold? 

Mr. Strassen. I think there are new methods. I am not an engineer, 
but they use helicopters and special electronic devices, and they use 
air mapping and they can study a lot of remote regions that way that 
was not really possible 20 years ago so that they study the geology 
and the potentialities of an area and then, of course, you get. to the 
stage of following up on test drillings and things of that kind. 

Senator Dirksen. Under which category does that industrial- 
development program come? Is that technical progress and de- 
velopment ¢ 

Mr. Srassen. Right. 


INDUSTRY DIVISION 


Senator Dirksen. I wish Dr. FitzGerald would first tell us a little 
something about the Industry Division, how many people, its general 
purposes, and so forth, 

Dr. FrrzGrratp. The Industry Division of the Mutual Security 
Agency hasa total employment of 95 persons. 

Mr. Svassen. The funds would be under chapter IT. 

Italy and Turkey would be under chapter Il. The Philippines 
would be under chapter LY. 

Senator Mitenper. Are they the same programs ¢ 

Mr. Srassen. Yes. 

Senator Evuenper. Why do you have one under chapter IV and the 
other under IL? 

Mr. Srassen. Because in chapter Il you have those situations that 
are directly related to a military objective as compared to a broader 
security objective. In the case of both Turkey and Italy we are 
building direct military forees for NATO and trying to back them 
up with sufficient economic strength so that the countries can carry 
them themselves in future years. 

In the Philippines the program has a little broader economic ob- 
jective which has the security aspect, but it is not so closely tied to 
the building of military forces as it is in the NATO. 

Senator ELLenper. Are the programs operated in the same manner ? 

Mr. Strassen. Yes. 

Senator Exnenper. Except that one is more directly connected with 
the military ¢ 

Mr. Srassen. That is right. 


DEFENSE SUPPORT AND ECONOMIC AID 


Senator Dirksen. Chapter 2 is still defense support and economic 
aid. Subsection (a) relates to Europe. Subsection (b) relates to 
Asia and the Pacific. 

Then there is economic aid, fiscal 1954, $95 million. Is that the 
item in which the Philippine expenditure is reflected or not? 

Mr. Srassen. I think that is Formosa and Indochina; in other 
words, the direct military aspect of Formosa and China is contained in 
chapter If. 


86234—53——51 
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Senator Dirxsen. That is where the Philippines would come, and 
Turkey and Italy would come under chapter IV ¢ 

Mr. Srassen. No. I said the $95 million accounted for Formosa 
and Indochina. The Philippines come in chapter IV. 

Senator Dirksen. And ‘Turkey and Italy come in chapter IV? 

Mr. Strassen. Chapter II, the direct military aspect. 

Se nator Dirksen. That would be under technical assistance, the 
item of $23 million, for fiscal 1954? 

Dr. teenie: There would be some technical assistance in con- 
nection with this program. 

Senator Dimxsen. First, tell us about your Industry Division. I 
would like to know what it does, what its functions are, who the 
people are and how many. 

Mr. Strassen. May I ask Mr. Robert Whittet, who is acting head 
of the Industrial Division. 

Senator Dirksen. Very well, Mr. Whittet. 

First, Mr. Whittet, do you run the Industrial Division? 

Mr. Wuirter. Yes, sir 


BACKGROUND OF WITNESS 


Senator Dirksen. What has been your industrial experience? 

Mr. Wuirrrer. I was in private business from 1921 to 1943, when 
I went to the Pacific. 

Senator Dirksen. What kind of business were you in? 

Mr. Wurrrer. I was in the real-estate business, construction busi- 
ness, and dealing with industrial plants. 

Senator Dirksen. Building industrial plants? 

Mr. Wuirrer. Appraising and managing. 

Then when I returned from the Pacific, I was with the War Assets 
Administration. I was a Deputy Administrator of the real property 
office. During my employment with WAA we disposed of about 
$8 billion of real property, industrial plants, and so forth. Then 1 
was with the State Department as a Foreign Affairs officers. Then I 
came with this program. 

Senator Dirksen. Now, you run the Industrial Division. What is 
its jurisdiction and function? Give us a layout like you would give a 
blueprint for a client. 


DEVELOPMENT OF INDUSTRY DIVISION 


Mr. Wurrrer. In the early days the Industry Division was devoted 
to strengthening the basic economies of Europe and of Asia. That 
was a time following the war when the people did not even have 
enough to eat and the plants were ravaged and needed to be replaced 
and rehabilitated. We had just about achieved that objective when 
Korea came along. Then it was necessary to change their objective 
from the general economic strength to ene more directly related to 
defense produe tion. That is our main objective today. ‘We have in 
the Industry Division a Petroleum Branch, an Iron and Steel Branch, 
Power Branch, a Combined Materials Branch, forest products, min- 
erals, defense production, machinery and equipment, industrial de- 
velopment, industrial guaranties, and then the other offices such as 
operating reports and servicing facilities. 









CJ 


USTRY DIVISION 


OBJECTIVES 


IND 


IMPROVEMENT OF INDUSTRIAL STRENGTH OF THE PARTICIPATING 
COUNTRIES--FOR MUTUAL DEFENSE FROM AGGRESSION; FOR 
DOMESTIC ECONOMIC STABILITY, TO DETER INTERNAL SUB- 
VERSION; AND FOR PRACTICAL APPLICATION OF RESOURCES TO 
ASSURE BETTER LIVING STANDARDS, PARTICULARLY IN UNDER- 
DEVELOPED AREAS. 





MINERALS 





COAL: 
Energy resources studies 
Schuman Plan activities 
Price and shipping problems 
Use of efficient production methods 


OTHER MINERALS: 

Basic Materials Program 
Conservation of raw materials 
Development of minerals and mineral resources 
International Materials Conference 
Requirements and availabilities 














IRON AND STEEL 


Overall country programs 

Technical advice on military and civilian iron 
and steel requirements 

Exchange of information between American and 
foreign producers and consumers 

Production, exports, imports, and consumption 
of steel products 

Schuman Plan activities 

Scrap, ore and related problems 












PETROLEUM 
Overall country programs 
U.S. strategic objective 
Reduce reliance on U.S. aid by encouraging: 

a. Decrease dollar costs of oi! 

b. Freer intra-European trade 

c. License agreements on U.S. patent rights 

d. Private U.S. investment in petroleum industry 














abroad 
Energy resources studies 
Pes and procurement methods 






= Bison Oil Committee and alternate member 
$ Petroleum Planning Committee 
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INDUSTRIAL PRODUCTION 


PRODUCTION FOR DEFENSE: 


NATO Correlated Production 
Offshore Procurement 
European Mobilization Base 


INDUSTRIAL PROJECTS: 


Power 

Steel 

Petroleum Refineries 

Extraction Processes 

Railroads and Highways 

Cement, Paper & Pulp, Glass, etc. Plants 


EXPANSION OF MARKETS: 
"Buy America” Act Representations 
Tariff Commission Cases 
East-West Trade 
Special Cases 
Membership on Interagency Committees 
increased Productivity 
Cost of Production and Price Studies 
Exchange of Licenses and Patents 
Exchange of Technical Information 
Small industries Technology 


UNDERDEVELOPED AREAS: 


Basic Materials Program 
Development of Harbor, Transportation and Power 


Facilities 
Industrial Development . ‘ ; z 
ost of Production and Price Studies | 
Cyvehanac anf licences and Patents 












b. Freer intra-European trade 
c. License agreements on U.S. patent rights 





abroad 
Energy resources studies 
Pricing and procurement methods 






on NATO Petroleum Planning Committee 











POWER 
Overall country programs 
Practicability of proposed power projects 


Energy resources studies 
Licensee agreements 


COMBINED MATERIALS 


nternational rubber and related matters 
fextile problems 


ar Eastern education in health and vocational 
training 


- 


FOREST PRODUCTS 


Overall country programs 

Effective use of resources 
increased quality and productivity 
Trade expansion programs 

U.S. newsprint expansion program 
Requirements and availabilities 











MACHINERY AND EQUIPMENT 


civilian production programs 
Exchange of information between American and 


d. Private U.S. investment in petroleum industry 


Serve on OEEC Oi! Committee and alternate member 


interchange of power between systems and countries 





Private financing of new foreign power facilities 


Requirements and availabilities re medical supplies, 
antibiotics, chemicals and scientific apparatus 








Use of machinery and equipment in defense and 


foreign users of machinery and machine tools 


Facilities 
industrial Development . ‘ 
ost of Production and Price Studies 
Exchange of Licenses and Patents 
Exchange of Technical Information 
Small industries Technology 


UNDERDEVELOPED AREAS: 
Basic Materials Program 
Development of Harbor, Transportation and Power 
Facilities 
industrial Development 


(INDUSTRIAL PROCUREMENT AND CLAIMANCY 


REVIEW OF COMMODITY AND EQUIPMENT REQUIREMENTS SCREENING: 
Procurement Authorizations 
Procurement Requisitions 
Technical Assistance Authorizations 


OBTAIN PRIORITIES 
EXPEDITE FOREIGN PROCUREMENT IN UNITED STATES 


ADVISORY ACTIVITIES RELATED TO DEPARTMENT OF COMMERCE 


EXPORT CONTROLS: 
Licenses 
Operating Committee Membership 
Advisory Committee on Export Policy Membership 


PRIVATE INDUSTRIAL INVESTMENT ABROAD 


INDUSTRIAL DEVELOPMENT 
Analyses of Plant Proposals 


INVESTMENT GUARANTIES 
Expropriation and Convertibility 


EXCHANGE OF LICENSES AND PATENTS 
ENCOURAGE PRIVATE U.S. INVESTMENT ABROAD 
ACTIVITIES RELATED TO: 


Removal of Intra-European Trade Barriers 
Removal of Financial and Credit Obstacles 


36234 O - 53 (Face 
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All of these branches are now exerting their efforts toward building 
the industrial strength of Europe so that greater production can come 
from NATO, and at the same time developing facilities such as refining 
facilities whereby the European countries can import crude oil rather 
than refined products and thereby reduce their need for foreign 
exchange. 

We are attempting to get greater production out of the steel mills 
to provide them with the facilities to produce steel which they here- 
tofore have been able to get only from the dollar area, to reduce their 
need for dollar foreign exchange. 

The chart referred to faces p. 800. 

Senator Dirksen. How much money did your Division have to 
spend in fiscal 1953 % 

Mr. Wuirrer. We were not allowed any particular sum for the 
Division. All of the aid administered by the Industry Division came 
from the amount of aid allotted to each of the countries and the funds 
which were committed for these various programs that I have just 
described came out of the allotment to each of the countries. 

Senator Dirksen. Yes, and how much money was committed ? 

Mr. Wurrrer. You mean for all of the European countries? 

Senator Dirksen. I mean anything that relates to the Industrial 
Branch. Just give us a round figure. 


TOTAL AMOUNT COMMITTED 


Dr. FrrzGrraup. From July 1, 1952, through May 31, 1953—this 
is the latest data which we have—procurement authorizations issued 
for industrial commodities, all kinds, were $610,641,000. 

Senator Dirxsen. In round figures about a little over $600 million. 

Dr. FrrzGeravp. That is correct. 

Senator Dirksen. Now, Mr. Whittet, particularize a little. You 
mentioned petroleum in the first item. Tell us how much was spent 
in that field and how it was spent. What did it accomplish. 


PETROLEUM 


Mr. Wuirrer. The procurement authorizations for petroleum 
amounted to $64,622,000. 


_ Senator Dirksen. Was that refining petroleum here and shipping 
it abroad # 


Mr. Wurrrer. That is correct. 

Senator Dirksen. You bought petroleum here and shipped it to 
foreign countries for industrial] ail commercial use ? 

Mr. Wurrrer. That is correct. 


TRON AND STEEL 


Senator Dirksen. Tell us about iron and steel. 

Mr. Wurrtet. $63,672,000. 
P Senator Dirksen. Is that structural iron, shapes, bars, rounds, 

ats ¢ 

Mr. Wuirter. Yes, and only that type of steel which the European 
countries could not produce with their own facilities. They need 
certain types of steel which are only produced in this country. The 
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mills of Europe have been improving their production facilities to 
a point where exports of steel from this country are on a much reduced 
rate as opposed to a year or 2 years ago. 

Senator Dirksen. What it amounted to is screening the orders from 
the foreign countries for various types of steel and iron products and 
shipping for allocation over there? 

Mr. Wurrrer. That is correct. 


MACHINERY 


Senator Dirksen. What about machinery ? 

Mr. Wurrrtet. $125,116,000. 

Senator Dirksen. What kind of machinery and for what? 

Mr. Wuirrer. There is construction machinery, mining machinery, 
conveying equipment, machine tools, metal-working machinery, elec- 
trical apparatus, generators and motors, engines and turbines, agri- 
cultural machinery, tractors—that type of equipment. 

Senator Dirksen. Was this simply reequipping existing plants over 
there with modern machinery or was it the building of whole plants 
and equipping them ¢ 

Mr. Wurrrer. It was both. 

Senator Dirksen. Both? 

Mr. Wiuurrer. Yes. 

Senator Dirksen. Can you tell us about the construction of plants 
over there? What kind of plants were constructed ? 

Mr. Wuirrer. There will be thermal generating plants. 


POWERPLANTS 


Senator Dirksen. Powerplants, you mean ? 

Mr. Wurrrer. Powerplants. It will be both. You see, Europe is 
far from efficient today, with even the great increase in power facilities 
which have been constructed in the last few years. There is a great 
need for a better equating of thermal with the other types of power. 
There is a great need for interchange of power between systems and 
between countries to make more economical use of power which they 
have. This equipment in the case of power was only that type of 
equipment which could not be manufactured over there but which was 
necessary for the construction of these plants. 


OTHER PLANTS 


Senator Dirksen. What kind of industrial plants were built for 
the fabrication of the durable goods or consumer goods? 

Mr. Wutrrer. There are paper and pulp mills, steel fabricating 
plants, petroleum refineries, automotive products, chemicals, cement 
pl: ints, glass plants, fertilizer plants, bearings for the manufacture of 
tires for the military vehicles. 

Senator Dimxsen. This item does not include irrigation projects 
over there ? 

Mr. Wurrrer. Irrigation only insofar as it is connected with power. 
You have some reclamation and power which you can hardly separate. 
I have not mentioned as yet the equipment that. will go into the plants 
for the production of military items such as jet fighters, ordnance, 
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and airplanes. I would say that of recent months that a greater 
majority of equipment which has gone abroad has been going into 
those plants rather than into the general industrial type. 


PROPOSED EXPENDITURE 


Senator Dirksen. How much is proposed to be expended on this 
in fiscal 1954¢ 

Dr. Fitzgerald, that figure you gave us was for 10 months, I think. 

Dr. Firzcrratp. Eleven months. 

Senator Dirksen. $610 million in fiseal 1953. 

Dr. Frrzceraup. Yes. 

Mr. Wuirrrr. The total procurement authorizations for industrial 
commodities estimated to be issued in fiscal 1954 is sharply reduced 
from 1953. It is $77,800,000 as opposed to $610 million. 

Senator Dirksen. That would be comparable to your $610 million 
in fiscal 1952. 

Mr. Wnirrer, That is right. This reflects the great productive 
capacity which has been created in Europe and which requires less 
assistance from us in the form of industrial equipment. 

Senator Dirksen. Now, you said you had a staff of 92. Does that 
include overseas personnel ¢ 

Mr. Wuirrer. No, sir; we have 93 in the Washington office. 


TOTAL PERSONNEL 


Senator Dirksen. What is your total personnel at home and abroad, 
indigenous and American ¢ 

Mr. Wurrrer. If you do not mind, I would like to submit a list of 
all of our overseas staff. I will be glad to do that. 

(The information referred to follows :) 


INDUSTRY OFFICERS OVERSEAS 


A. EUROPE 
USRO: 
Industry Resources Division: 
| Electric Power Section: Chief. 
Iron and Steel Section: Chief. 
Coal Section: 
Chief. 
Solid Fuels Dist. Spec. 
Chemicals and Nonferrous Metals Section: Chief, Chemical Section. 
Austria: 
Industry Division: 
Industry officer. 
Assistant industry officer. 
Belgium: 
Defense Production: Chief. 
Denmark : 
Defense Production: Defense production officer. 
France: 
Office of Production and Productivity: Director. 
Production Facilities and Methods Division: 
Production specialist (methods and fabrication). 
Production specialist (shop practices). 
Production Division assistant (iron and steel). 
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Germany : 
Industrial Services Division: 
Chief. 
Deputy Chief. 
Production Services Branch : 
Industrial specialist (iron and steel) 
Industrial specialist (fuel and power) 
Defense Requirements Branch: Military requirements officer. 
Combined steel groups: Industrial specialist (United States chairman). 
Greece: 
Construction, industry, transportation : 
Construction adviser. 
Deputy Director. 
Italy: 
Industrial Resources Division : 
Chief, Resources Divisions. 
Production specialist. 
Utilities, Electronics, and Electromechanical Section: Production specialist 
(electronics). 
Mechanical Industries and Offshore Procurement Section: Heavy metals 
procurement specialist. 
Housing and Public Works Section: Division assistant (H. & P. works). 
Netherlands: 
Industry Division: Industry officer. 
Military Production and Projects Branch: Military production and projects 
officer. 
Norway: 
Defense production officer. 
Turkey: 
Industrial production: 
Industrial analyst. 
Projects control officer. 
United Kingdom: 
Office of Production and Supply: 
Offshore procurement officer. 
Industrial analyst. 
Projects and Requirements Control Division: Chief. 
Equipment and Methods Division: Industrial specialist (machine tools). 
Inudustries and Materials Division: 
Chief. 
Industrial specialist (aircraft). 
Yugoslavia : 
Industry officer. 
Defense production officer. 


B. TECHNICAL ASSISTANCE PERSONNEL IN MSA FAR EAST COUNTRIES IN FIELDS OF 
INDUSTRY, POWER, AND MINERALS DEVELOPMENT * 


In contrast to Europe, MSA Far East programs are predominantly nonindus- 
trial in character. In the case of the Philippines, one of MSA’s objectives is the 
general development of light industry. Throughout the Far East, MSA finances 
specific industrial undertakings such as selected power development projects, 
mining projects, etc. In addition there are many quasi industrial activities 
within the integrated country economic development as a whole, such as develop- 
ment of land and water transportation, instruction in the use and maintenance 
of equipment and machinery, etc. 

Small professional industrial staffs of the missions, in addition to being 
responsible for specific industrial undertakings, service the missions on indus- 
trial aspects of predominantly nonindustrial projects and cordinate the work of 
private contract employees and other United States agency personnel in these 
fields. 


1Excludes contract employees (private firms) and employees of other Government 
agencies (reimbursable details). 
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Chief, Industry and Natural Resources Office. 
Assistant industry officer. 
DUO, 6G ee a Se i eh eh ls 4 
Chief industry and public works officer. 
Deputy industry and public works officer. 
Construction engineering adviser. 
Public utilities engineering adviser. 
Rie tees ink ii Gti cea ipdicbbiitnantesit titi 3 
Director, industry and public works division. 
Industrial specialist. 
Strategic minerals survey adviser. 
evar ngteenisitnenciiocagecntnanisiettinas-tapenecentinibaetieriaineptaarteaiince ngietaiaiibanniveniaeummadnia 2 
Industry officer. 
Minerals adviser. 





EI ntesatestiahgt ate eeidanllinte: sacs ianegeisonpesisn eels heel ong UNM Rial des 11 
Senator Dirxsen. All right. 


INDUSTRIAL DEVELOPMENT PROGRAM 


Now, then, under the industry division you have this industrial 
development program. 

Mr Wuirrer. That is correct. 

Senator Dirksen. Give us a general statement on that now. 

Mr. Wuirrer. The industrial development program, Governor 
Stassen touched on one phase of it. The phase the Governor spoke 
of is the development of underground resources in the undeveloped 
areas. The other phase of the program is the encouragement of the 
dev siiniaho of privately owned small plants which are consistent 
with the local economies, that is, fit in with the local economy, pri- 

vately financed. The only assistance which the United States gives in 
this regard is technical help to determine for the benefit of the entre- 
preneur whether or not the proposal that he has in mind is a feasible 
one. It analyzes the market situation, the type of machinery you 
would need, the type of labor, the production cost, the product cost 
at the point of delivery. In other words, he has a omnia analysis 
of his proposal. 

Maybe it is a proposal which is worthless; that he should not follow. 
What we are attempting to do is to get those plants built in the unde- 
veloped areas which will add to the strength of those economies which 
will be financed by foreign local capital, which will employ foreign 
labor, which will create new markets, which will make it unnecessary 
in many instances for these countries to import products which require 
foreign exchange and which will add to their overall] economic 
strength. 

USE OF IDLE FUNDS 


Now, in accomplishing it by the methods that I have described, we 
make use of idle foreign capital. I say “idle” because a local entrepre- 
neur might have an idea, he cannot prove to himself whether or not 
he should invest his own funds, he cannot prove to a banking institu- 
tion that it is a worthwhile project for them to consider, so his money 
is either plowed back in the land or goes into apartment houses or goes 
into other unproductive uses. 

We feel that by this method we can get those funds into a much more 
productive use and the cost of that, to the United States, is only a frac- 
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tion of the cost of what you might call a supply program that we have 
just been talking about when we furnish the machinery and equipment. 
Senator Dirksen. Do you regard Italy as an undeveloped area? 
Mr. Wurrrer. Southern Italy. They have 20 million impoverished 
people. 
Senator Dirksen. Now, you have an underground mineral resources 
survey either in contemplation or under way in Italy. 
Mr. Wuirrer. Would you repeat that, sir? 


MINERAL SURVEY IN ITALY 


Senator Dirksen. I say in Italy you have under way or there is in 
contemplation one of these under ground mineral surve ys. 

Mr. Wurrrer. That is right. 

Senator Dirksen. Was that requested by the Italian Government? 

Mr. Wurrrer. Yes, sir. 

Senator Dirksen. How much money are we going to spend on it and 
how much do they spend ? 

Mr. Wurrrer. Of course, the expenditure that we have in mind is an 
estimate, the best estimate that we can arrive at at this time. It 
amounts to $850,000. 

Senator Dirksen. Our money ? 


Mr. Wurrrer. That is our money. 
Senator Dirksen. How much do they put in? 
Mr. Wuirrer. They put up approximately $250,000 to defray local 


expenses plus 70 percent counterpart. 

Senator Dirksen. Seventy percent counterpart of what? 

Mr. Wurrrer. Of all the dollars that we have spent. 

Senator Dirksen. That is correct ? 

Mr. Wuirrer. Yes, sir. 

Senator Dirksen. That would be 70 percent of $850,000 plus 
$250,000 2 

Mr. Wurrrer. That is right. 

Senator Dirksen. How long is this surveying going to take ? 

Mr. Wuirrer. One year is all that we are discussing at this point. 

Senator Dirksen. What is it designed to develop? 

Mr. Wuirrer. It is designed to identify the most likely areas in 
southern Italy for the exploitation of mineral resources. There has 
been no overall survey of mineral resources since the turn of the 
century. The resources which may exist there are practically un- 
known. The outcroppings and the structure of the land indicates 
that there. are valuable mineral resources in southern Italy. This is 





Senator Tryr. That is the opinion of geologists? 

Mr. Wurrrer. Of the foremost geologists and physicists in this 
country. 

Senator Dirxsen. Are they from the United States Geological 
Survey ¢ 

Mr. Wurrrer. No; there is Dr. Walter Bucher, from Columbia 
University, head of the department of geology; Dr. Roland F. Beers. 
I can give you their background from Who’s Who, if you would like. 
Dr. Wilson, who is head of the Geological Survey of Canada. All of 
these scientists have reviewed this program in its technical aspects. 

awe Dirksen. Has the United States Geological Survey 
viewed it? 
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SURVEY OF PROGRAM BY GEOLOGICAL SURVEY 


Mr. Wurrrer. We sent over to Geological Survey a copy of the 
request from the Italian Government. We had a report from—this 
was the Department of the Interior—in which they commented upon 
it not too favorably and not too unfavorably. We have discussed 
the program with individuals in the Geological Survey, one of whom 
I would say frowns upon the project. However, the opinions of these 
foremost international geologists are not consistent with this. 

Senator Dirksen. The normal procedure, however, would be to rely 
on men who have some competence in the geological field and who are 
in the employ of the Federal Government identified with the United 
States Geological Survey. 

Mr. Wuirrrer. Senator, I think we should get the best advice we 
can get, and that is what we have attempted to do. We have gone to 
the Geological Survey, but we have not stopped there. We have gone 
to the foremost geologists i in the country. 

Senator DiKsrn. Then the United States G eological Survey was 
not very enthusiastic about this project, was it? 

Mr. Wurrrer. I would prefer they answer it. 

Senator Dirksen. You would know, Mr. Whittet. 

Senator Frravson. You are going to act on what they said ? 

Mr. Strassen. No; Iam going to act on it. 

Senator Ferauson. I understand he is going to advise you. ‘There- 
fore, he acts first. 

Mr. Srassen. He does not act. He recommends. 

Senator Fereuson. Well, that is an action. 

Mr. Wuirrer. I might say that I think the Geological Survey is 
divided on this report. There are individuals who do not think 
too much of it. 

Senator Dirxson. Let us get a very fair and simple answer. The 
United States Geological Survey has made a report on it and they 
do not think too much of it? 

Mr. Wuirrer. No; 1 do not say that. 

Senator Dirksen. You put it in your words. 


RECOMMENDATIONS OF GEOLOGICAL SURVEY 


Mr. Wuirrer. I think I have their letter. Suppose I submit a copy 
of the United States Geological Survey letter on the program. 

Senator Dirksen. You “submit it for the record so that we know 
what they had to say. 

Mr. Wuirrer. Then I would also like to submit statements of these 
other geologists, if I may. 

Senator Dirksen. That will be perfectly good. 

(The information referred to follows:) 


EXPLORATION OF UNDERGROUND INDUSTRIAL RESOURCES IN SOUTHERN ITALY AS 
A Part oF MSA’s INsSuSTRIAL DEVELOPMENT PROGRAM 


The committee has asked whether MSA consulted with the United States Geo- 
logical Survey, and whether we are aware of the position taken by the Survey 
concerning this proposed project. As early as February 9 of this year, conversa- 
tions were held with Dr. William D. Johnston, Jr., Chief, Alaskan and Foreign 
Geology Branch, Geologic Division of USGS. We also discussed the matter 
with representatives of the Office of International Activities in the Department 
of the Interior, with representatives of the Bureau of Mines, and with Dr. 
William E. Wrather, head of the USGS. 
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We are fully aware of the fact that this project is opposed by Dr. Johnston. 
However, Dr. Johnston’s position as stated to us has been repudiated by recog- 
nized specialists of standing in this field. This project has been discussed with, 
and has the support of such eminent authorities as Dr. Everette DeGolyer, well 
known geologist and oil producer, founder of the Amerada Corp., head of the 
Petroleum Administration for War mission to Mexico, Assistant Deputy Petrol- 
eum Administrator for War, etc.; Dr. Roland F. Beers, geologist and geo- 
physicist, chairman of the board and director of the Geotechnical Corp., pres- 
ident and director, Geotechnical Corp. of Canada; partner of Beers & Heroy, 
etc.: Dr. Walter Bucher, executive officer of the Department of Geology at 
Columbia University, professor of structural geogogy at Columbia University, 
and president of the American Geophysical Union; and Dr. J. Tuzo Wilson. 
well-known geologist with the Canadian Geological Survey. 

In addition to these authorities, the following were consulted between January 1 
and early June of this year: 

1. Dr. H. §S. Scott, assistant professor at McMaster University, Toronto, 
specialist in economic and structural geology and in geophysical exploration. 

2. Victor L. Bellerue, vice president, Fairchild Aerial Surveys, Inc., New York. 

3. Prof. Charles Behre, economic geologist and minerals specialist, Columbia 
University, New York. 

4. Prof. Norman Newell, specialist in petroleum geology at Columbia Uni- 
versity, New York. 

5. Lord Pentland, director, American British Electric Corp. (Hunting Aerial 
Surveys, Ltd.). 

6. Dr. W. A. Bell, Geological Survey of Canada, Ontario, Canada. 

7. Dr. D. H. Kendall, Photographic Survey Corp., Toronto. 

8. P. G. Mott, director and survey manager, Hunting Aerosurveys, Ltd., 
London. 

9. P. A. Rankin, geologist, Hunting Aerosurveys, Ltd., London. 

10. T. D. Weatherhead, general manager, Hunting Aerosurveys, Ltd., London. 

In order to obtain expert guidance in evaluating this project proposal, the 
Industry Division of MSA was fortunate in obtaining the consulting services of 
Dr. Walter Bucher whose general background and experience have been ex- 
plained above. On May 29, we received from Dr. Wrather of USGS a letter 
stating his position regarding this project. Because this letter is classified, it 
cannot be inserted in the record, nor can Dr. Bucher’s comments about Dr. 
Wrather’s letter. Because of an apparent misunderstanding or misinformation 
eoncerning this project, we would, however, like to insert in the record the 
following quotations from Dr. Bucher regarding: (1) the purpose and objectives 
of this project, and (2) who should do the work and why. 


PURPOSE AND OBJECTIVE OF THIS PROJECT 


“In its simplest terms, the project proposes to do for the Italian Government 
what they at this time cannot do for themselves. 

“1. Make available to them the vertical air photos taken after the war by 
the United States Army. 

“2 Make a bold bid for the discovery of wholly unexpected deposits such as 
magnetite and uranium by airborne magnetometer and scintillometer surveys 
of the most promising areas of metamorphic regions of Calabria and northeastern 
Sicily, and by covering the most promising parts of the Lucanian and Sicilian 
Tertiary basins with airborne magnetometer surveys in the hope of locating 
major structure lines hidden beneath a cover of later sediment. 

“3. Undertake intensive ground search for possible major deposits of bauxite, 
manganese, etc., in the least known parts of southern Italy. 

“The fundamental issue is this: whether our Government, in the hope of 
producing real benefits for the southern Italian economy, is justified in using 
broad regional geophysical reconnaissance that will reveal or may reveal entirely 
unsuspected deposits, either of iron or chromium and/or uranium, ete., in 
areas carefully delineated by preliminary research in close contact with Italian 
geologists. 

“The fundamental purpose of this project is to help counteract as effectively 
and as quickly as possible the lethargy and economic disintegration on which 
communism feeds. Consequently the aim must be to do those things that are 
most apt to increase employment significantly in southern Italy. To that end, 
the following things should be given priority as holding promise of bringing 
biggest returns: 
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“(a) Turn over sets of air photographs covering the whole region to the 
Italian geologists. They are already available, the cost of this step is accord- 
ingly small, and can promote all sorts of activity, from road building to 
conservation measures, 

(b) As a team of Italian geologists familiar with the region and American 
geologists makes the preliminary studies of air photographs, air mosaics should 
be made and aerophoto data plotted on maps derived from them for such 
areas as deserve attention, especially by means of airborne magnetometer. 

(c) A bold bid should be made for the discovery of unsuspected deposits of 
magnetite and chromite by a fairly closely spaced airborne magnetometer 
survey. This would give the chance of using a scintillometer (airborne) at 
least over parts of the traverse without giving publicity to the search for uranium 
sources in which the AEC is much interested. 

(d) Areas with promise of larger amounts of manganese, bauxite, and pos- 
sibly phosphates should be studied by field methods. 

(e) Personally, I believe that the major untapped groundwater resources 
should be given an important place in the program, because of the existing need 
and the great progress of American methods in the geophysical-geological 
search for ground water.” 


‘ 


WHO SHOULD DO THE WORK AND WHY 


“The proposal as submitted by the Italian Government necessarily provides for 
an initial period of intensive study of existing information conducted primarily 
in Italy in closest cooperation with the Italian survey geologists and preliminary 
inspection of selected regions by competent United States geologists. All this 
is not an end in itself, but the preparatory steps for effective execution of the 
second part, which is the actual exploration itself. Critics of this project want 
part 1 completed before commitments are entered into concerning part 2. 

“Because the United States Government agencies have been created for a 
different purpose, I am recommending that a responsible firm of exploration 
geologists be placed in charge of the project, with instructions to sublet to other 
appropriate companies such geophysical investigations for which they may not 
have the facilities or at least not have them available at this time. 

“If the work is to be done speedily and reliably, it should be turned over to a 
first-rate consulting firm that is in the habit of using both geological and geo- 
physical methods, as circumstances demand. Such a company will do a vastly 
better job on the first phase of this project if it is assured that positive explora- 
tion will follow. It isa matter of hardheaded experience of those working in this 
field that the work needed under phase 1 will be done neither efficiently nor 
effectively if there is not responsibility for following it up with concrete action. 
In other words, the organization that makes the recommendations must be 
responsible for following through. 

“The project as it stands is a caleulated risk which private corporations 
find worth while where their own private property is concerned. Why should 
it be wrong to propose the same method if we sincerely try to give aid to a 
struggling economy? This type of investigation has been in the past entirely 
foreign to the USGS as well as to any other Government survey agency anywhere 
in the world, These surveys are in existence as fact-finding agencies whose chief 
job is to provide maps and other information collected systematically throughout 
the country. Naturally, regions that have been singled out by private prospectors 
as holding special promise have been given preference by the survey, but their 
task has been and always will be to provide for the American taxpayer as much 
detailed information on the regions concerned as possible, and with as much 
accuracy as possible. The result is that official reports invariably come out long 
after private companies have obtained information needed for development. This 
whole approach takes a great deal of time. The USGS is not a prospecting 
agency. 

“One effective way to stimulate private enterprise and investment is to find 
raw materials on which it can work. The best way to show the Italian people 
that private enterprise is best, is to show them what private enterprise can do 
by giving the job to be done to an American private enterprise, not to Government 
employees.” 
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IMPLEMENTATION OF PROGRAM 


Senator Dirksen. After the survey is made, how long will it take 
to collate and put together this information ? 

Mr. Wuirrer. The program is divided into two phases. The first 
phase is an anlysis of all existing data. It is a study of existing maps. 
We have all the Air Force maps of southern Italy. I might add that 
the Italians had no maps. The only ones that were in existence were 
those made by our Air Force during the war. 

There will be certain additional air photos run and air-borne geo- 
physics in order to determine which of the areas under review show 
the greatest possibility of the most productive areas. When that has 
been done, the recommendations or the findings of this first phase 
will be submitted to an impartial panel of experts, scientists, who 
will in turn advise what should be done, if anything, and wherein 
the second phase, the methods and techniques to be used, the types 
of work to be done, and as I say, the estimate of $850,000 is upon the 
premise that a full program will be carried out. It could be that 
this panel of scientists would recommend a reduced program because 
the areas justified are smaller in sizer than at this point we are making. 

Senator Dirksen. How is the $850,000 to be spent, in personnel, 
instrumentation, airplane maps? 

Mr. Wurrrer, I will give you a full breakdown of the expendi- 
tures: it will take a few moments because I have it completely itemized. 
There will be 1 project manager for 4 months; that is for the first 
phase of the program; 2 full-time field geologists, 3 temporary. 


PAY OF GEOLOGISTS 


Senator Frercuson. How much do you pay the geologists? 

Mr. Wuirrer. At the rate of $1,500 per month. I may add that 
these expenditures all add up to $850,000 which would be under con- 
contract with some private concern. This is a breakdown of their 
expenditures. 

Three temporary geologists for 4 months. 

Administrative overhead of the company, project manager for 8 
months, that is for the second phase. 

Four full-time field geologists, 2 working in verification areas and 
2 in the reconnaisance areas. 

Research assistants and secretaries at the United States end for 
backstopping and research work. 

Part time use of three geologists calculated at one-third time. 

Under geophysics the cost of bringing in a plane with special equip- 
ment, shipping in gear for processing plane crews. 

Then there will be the cost of a magnetic survey of 25,000 linear 
miles. This is an estimate—at approximately $10 per mile, which is 
$250,000. 

I am giving you just the major items here. 

Senator Extenper. Have you selected the company that is going 
to do this? 

Mr. Wurrrer. No, sir; we have not a firm agreement with the Ital- 
ian Government as yet. The Italian Government has requested us to 
assist them in this program. 
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Senator ELtenper. Who is going to select the company that is going 
to handle this ¢ 

Mr. Wurrrer. I will get to that in just a moment. 

We have cabled our mission to inform the Italian Government that 
subject to the availability of funds during fiscal year 1954 for this pur- 
pose, we would approve the project in principle provided, as I said 
before, Senator, that they deposit 70 percent counterpart and they pay 
these local expenses of $250,000. . 

We have not received a reply to that cable. This proposal is still in 
the negotiating stage. 

Senator ELtenper. When you say 70 percent of counterpart, you 
mean counterpart funds they now have in their possession ¢ 

Mr. Wnuirrer. No, sir; new counterpart funds which they would 
deposit in the general counterpart fund. 

Senator ELLenprer. Where do they get the new counterpart funds 
from ¢ 

Mr. Wurrrer. That is one of the problems that we are faced with 
because they will have to be appropriated and at the moment there is 
not a very sizable working majority in the Italian Parliament. 

Senator Extenper. When you say the $850,000 that we are going to 
furnish in cash, you mean to say 70 percent of this amount, of $850,000 ¢ 

Mr. Wuirrer. That is correct. 

Senator ELLenper. That will be converted to counterpart funds? 

Mr. Wurrter. That is correct. 

Senator Exnenper. We will end up by putting up all the money. 


ITALIAN PAYMENT 


Mr. Wurrrer. No, sir; the Italian Government deposits in a fund 
70 percent in local currency, 70 percent of the $850,000. That money 
will be used for employing European technicians. It can be used 
for this program or other programs. 

Senator ELLenper. In addition to that we will put up the $850,000 2 

Senator Thy. Let me see if I understand what we are endeavor- 
ing to learn here. Supposing you spent the $850,000, you have dis- 
covered some mineral deposits that can be developed if those mineral 
deposits are developed, then from that development you will earn 
counterpart funds ¢ 

Mr. Wuirrer. No, sir. 

Senator Tuyr. That is what I want to get certain. How do you 
propose to earn counterpart money ¢ 

Mr. Wuirrrr. As the United States dollars are expended, the 
Italian Government deposits their own lire in a special fund equiva- 
lent to 70 percent of the dollars which we spend. 

Senator Extenper. Where will they get the dollars from to convert 
their lire? 

Mr. Wuirrer. They have to appropriate their own funds. 

Senator Ettenper. Counterpart funds? 

Mr. Wurrrer. That is correct. 

Senator ELtenprr. Where will they get those counterpart funds? 

Mr. Wuirrer. From the taxpayers of Italy. 

Senator Exttenper. They are not counterpart funds then. It is 
Italian money they are going to get. 
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Senator Tur. Senator Ellender is entirely right on this. When 
you talk about counterpart, it is what your American dollars have 
earned. Out of that earning comes the counterpart. That is what 
I understood about counterpart. 

Now, I thought if you discovered oil or any minerals and that was 
developed, then you would start earning counterpart. But this other 
way you are going to have to do an ¢ awful lot of explanation, as I under- 
stand the counterpart. 

Mr. Warrrer. If this program is carried out for a year and no 
mineral deposits are discovered, the Italian Government still puts up 
70 percent counterpart. 


UNITED STATES CONTRIBUTION 


Senator Frrevson. How much will we jut up? 

Mr. Wuirrer. Our estimate today is $850,000. That money we 
put up will go to the scientific, to the firm that is doing the air re- 

connaissance and the geophysical work. As we pay this firm which 

more than likely will be an American firm—I do not think there are 
over 3 companies in the world that can do this work—that money 
will be paid to 1 of these firms. 

Senator Frercuson. What is the total cost of the project in either 
lire or dollars or both ¢ 

Mr. Wurrrer. $850,000 plus—$250,000 of local cost, say $1,100,000. 

Senator E.tenper. How about the 70 percent of the $850,000? 

Mr. Wuirrer. That can be used for any other purpose. 

Senator Exzenver. It is for that project? 

Mr. Wuirrer. No, sir; it does not have to be used for this project. 

Senator Frrcuson. That is why they call it counterpart funds. 

Mr. Wuirrer. That counterpart can be used to go into the Fiat 
plant for the production of airct raft. 

Senator Ture. However, the Italian Government will have to raise 
that from their own revenue. 

Mr. Wuirrer. That is correct. 


ASSURANCE OF CONTRIBUTION 


Senator Tuyr. Now, what assurances have you if you discover 
nothing with your $850,000 that the Italian Government will then 
come up and put up this 70 percent ? 

Mr. Wurrrer. It is an agreement between the two governments. 

Senator Ture. It is high financing. I hope it works out. 

Mr. Strassen. The reason we require them to put up money is so 
that they cannot look upon something and say, “Go ahead; it will not 
cost us anything.” 

Senator ELtenper. No, because we have more confidence in it than 
they do. 

Mr. Strassen. No, because they could not get this done regardless of 
how much lire they put up. They could not get these people in there 
to work for lire. They will work for dollars. 
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SELECTION OF COMPANY 


Senator ELLENDER. Who is going to make the selection of this com- 
pany that is going to do all this work? 

Mr. Strassen. The United States with the Italian Government, both 
together. 

Senator Eitenper. Have you anybody in mind? 

Mr. Srassen. There are three firms I think that have the compe- 
tence to do it. It would be one of the three. 

Senator Ex.enper. I presume they are going to work along the 
same line as a chamber of commerce in a little town does, that employs 
experts to come out there and sell a bill of goods that your community 
can develop into a great industrial center; they are going to show you 
how, and they come in and we put up the money and they give us a 
lot of figures and then they leave town and that is all we gei, a bunch 
of figures. I imagine that is what is going to happen in this case. 

Mr. Strassen. There is a State called Texas that was kind of de- 
veloped on that basis. 

Senator Dirksen. Mr. Whittet and Mr. Stassen, that is a pretty old 
civilization. In that time I have an idea that there must be geologists 
and engineers who have been doing a little mapping of their own in 
the country. They had to, and certainly in the days when they were 
asserting their military prowess I presume they made a pretty careful 
research of the whole country. 

Now, what has happened to the geological maps and other data, and 
to what extent has that been evaluated by our geologists before we em- 
bark upon a million-dollar program here? 

Mr. Wuirrer. Dr. Beneo is the head of the Italian Department of 
Geology. He pointed out to our mission that existing geological sur- 
veys of the area were completed around the turn of the century, includ- 
ing surface geological work only, and only superficial and, in many 
cases, unreliable. He added that his program for the area is a surface 
remapping job being carried out by available staff geologists, only 
5 or 6 men of whom are competent. Under the present program it 
will take 20 years for a surface remapping job of southern Italy, and 
this includes no geophysical methods or photogeology work. They 
have no technical management or skill. 

Senator Fereuson. Are they going to do any boring? 

Mr. Wuirrer. No, sir; this leads up to the boring stage. 


TOTAL AREA IN ITALIAN SURVEY 


Senator Dirksen. How much of an area is going to be embraced in 
this Italian survey ? 

Mr. Wurrret. The initial reconnaissance survey contemplates about 
25,000 square miles. We do not know what the second phase will 
encompass because it depends on what is found in the initial survey. 
But we estimate that the second phase, where you get in the geophysi- 
cal work, will be on a much smaller area only, where there are very 
likely results to be found. 

Senator Dirksen. Now, Mr. Whittet, 25,000 square miles is roughly 
about half the size of the State of Illinois. Now, you tell me what 





814 MUTUAL SECURITY APPROPRIATIONS, 1954 


justification there is for a reconnaissance over that kind of area and 
going on what looks like a mineral witch hunt. Why shouldn’t the 
thing be limited to a certain area with rather a modest amount of 
money, and if it is a case of trial and error, of course there is not 
going to be that much money sunk ¢ 

Do you have to spend this kind of money for that kind of survey? 

Mr. Wuirrer. My answer to that is that the data in hand, and I 
will have to admit it is not very complete—it has been looked over by 
these geologists and geophysicists that I mentioned—they are the 
ones who recommend that this is the area for the preliminary recon- 
naissance work which will take only a short time. That is not the 
most expensive part of this project. 

Senator Dirksen. What did the United States Geological Survey 
say about the prelimins ry work? 

Mr. Wurrrer. They recommended that it be broken into two phases. 

Senator Dmksen. They recommended that a modest amount. be 
spent ona eg y? 

Mr. Wurrrer. I do not think they mentioned funds, but they said 
the project should be broken into a prelimin: ury phase and a final phase. 

Senator Fercuson. How much is the preliminary phase? 

Mr. Warrrerr. $200,000, 

Senator Frereuson. The other is about $800,000 ? 

Mr. Wurrrer. Around $600,000, depending on the size of the area 
to be covered in the second phase. 

Senator Evtenper. What will the whole thing cost ? 


TOTAL COST 


Mr. Wurrrer. The maximum outside figure will be $850,000. 

Senator Ettenper. That is without the boring? 

Mr. Wurrrer. We are not going to do the boring. 

Senator E.tenper. I understand that. You will not do the work 
itself but you are going to pay for it. When will the boring be done? 

Mr. Wuirrer. That will be done by the Italians, sir, when we have 
pointe “1 out to them. 

Senator Frerauson. We have to furnish the money. 

Mr. Wurrrer. Once you show them they have valuable underground 
resources, I think they will be happy to. 

Senator McCarran. Do you know what you are looking for? 

Mr. Wurrrer. We know what might be found, sir. There area 
lot of other things that could be found. We do not know whether 
they are there. If we found underground water resources, it would 
be a wonderful thing for southern Italy, regardless of the minerals. 

Senator McCarran. Are you looking for any minerals that you 
know of ? 

Mr. Wuirter. The scientists whom I have mentioned say “Yes.” I 
am not a scientist. 

Senator McCarran. Italy has never determined for herself that 
there is anything present there ? 

Mr. Wurrrer. They never had the facilities, sir. This is the type 
of operation, sir, that our own oil companies in this country spend 
millions of dollars a year for. They do it year in and year out. 
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MINING RIGHTS 


Senator Dirxsen. Except there is one difference, Mr. Whittet, if 
my understanding is correct, and I think it was reported by the so- 
called survey team here: all the underground resources of lt: ily are 
nationalized and belong to the Government; do they not ? 

Mr. CLement. The mining rights are widely held, Senator, I believe. 

(The following information was supplied :) 


OWNERSHIP OF UNDERGROUND RESOURCES IN ITALY 


The comment was made by Senator Dirksen that “all underground resources 
in Italy are nationalized.” The fact is that Italy, like many other countries, 
particularly those in Europe, holds that underground minerals belong to the 
state. However, the Government, through the district mining offices of the 
Ministry of Industry and Commerce, does grant exploration rights and also 
leases to exploit deposits that are located. When a private company does locate 
and identify a mineral occurrence, that company is given preference for ex- 
ploiting it. Generally speaking, prospecting permits can be converted into ex- 
ploitation concessions for a prospector who proves himself qualified to assume 
the rights and obligations involved. 

Between 1947 and 19538 no permits for private exploration were renewed in the 
Po area, but in March of this year a division of interest was established by 
which explorativn activity in the Po Valley was reserved largely to the state 
agencies, While private companies were authorized to prospect elsewhere, There 
has been a considerable amount of such private exploration going on. For ex 
ample, in the search for hydrocarbons (gas, oil, ete.) there are 27 enterprises 
engaged in exploration, and search permits have been granted to these com 
panies covering an area of 11,000 square kilometers. As against this, permits 
granted to the AGIP (state agency) cover only 9,100 kilometers. Also, the 
Montecatini Co. has entered into an agreement with the Gulf Oil Corp. to prospect 
for hydrocarbon deposits in likely areas in the Marche and Abruzzo regions, 

In continental Italy, outside the area of the Po Valley, which is reserved to 
the Ente Nazionale Idrocarburi, 204 concessions and permits have been recog 
nized. Of these 204 permits, 17 concessions and 174 permits have been granted 
to private enterprises while 2 concessions and 11 permits have been granted to 
state organizations. From 1950 to this year, four-fifths of the concessions and 
permits have been granted to private firms and one-fifth to state organizations. 
Although the Government in Italy “owns” the underground resources, it does 
grant permits for exploration and concessions for exploitation, in increasing 
numbers, to private enterprise. 

Senator Dirksen. I have before me the report of the mutual secu 
rity program evaluation team for Italy, March 1953, and a very dis- 
tinguished American industrialist, Frederick C. Crawford, was chair 
man of that team, All their names are here. I suppose it is all right 
for me to read from this report in which they said in the findings all 
underground resources are nationalized. They say it is “all.” What 
they do find is all cartelized and dumped into a monopoly. Where the 
amounts are limited and prices are fixed. Are we going into this? 

Mr. Wuirrerr. ‘That. is not anticipated. 

Senator Dirksen. That was filed with your agency long before you 
came up here. 

Mr. Wuirrer. Sir, I think if the 20 million impoverished people 
who are living in southern Italy can benefit by the location of under- 
oon resources, if it can add to the strength of their economy, if 
it can mean the production of new materials and put them to wor', 
ths at in itself will be a great asset. 

Senator Dirksen. Now, you know, Mr. Whittet, a little while ago, 
sitting 18 inches away, was a very charming gentleman from the State 

36234—53——_52 
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Department who was trying to tell us how they were trying to en- 
courage the investment of private capital in foreign countries. 

Mr. Wurrrer. That was United States private capital. 

Senator Dirxsen. If there is something there, don’t you think if 
you were not up against nationalization that a few of our people who 
know something about extracting silver and gold and plutonium and 
coal and other things out of the earth would certainly be around 
taking a good look at it and it would not require an outlay of money 
for a survey like this? 

Mr. Waurrrtet. I think there are any number of areas in the world 
where a program of this sort would be highly justified, but private 
enterprise cannot get into all of them at one time. 


SUGGESTED TRYOUT OF LIMITED AREA 


Senator Dirksen. What I quarrel about is the grandiose dimensions 
of this scheme when perhaps a modest $25,000 as a sort of tryout in 
a limited area would at least test out some theories you may have 
in mind. 

Mr. Wauarrrer. If you are going to think in terms of that kind of 
money, then you could never use the modern scientific equipment that 
is necessary to really scientifically determine what the resources are. 

Mr. Srassen. Senator, on your particular inquiry, it is my under- 
standing that in March of this year there finally passed through both 
houses of the Italian Congress, the Parliament, a new law which 
provides for a division of interests which reserves some exploration 
rights in the Po Valley, but also provides for some private prospect- 
ing and developing which is a moving away from the complete 
state operation that had been characterized in the Mussolini days. 
We are hopeful that through this kind of approach we can develop 
avenues for private investment and move away from the cartel ap- 
proach. 

Senator Fercuson. Yes; but we are going to make this investment 
in the light of the present law. 

Mr. Strassen. The law was amended in March 1953. 

Senator Frrevson. Yes; but does it provide for private enter- 
prise developing this? 

Mr. Strassen. Outside of the Po Valley this does. 

Senator Fercuson. But this is not in the Po Valley. 

Mr. Strassen. That is what I say, it does provide for private enter- 
prise outside the Po Valley. 

Senator Dirksen. Of course, the $64 question is this: We discover 
some extra nice amounts of anthracite coal, 4 feet thick, 1,000 feet 
down, then comes a question of putting in a shaft, the necessary 
equipment, and who is going to put up the money for that? 

Mr. Wuirret. We are not obligated to do so. 

Senator Frrcuson. Not obligated. 

Mr. Wurrrer. I think if someone found a coal shaft you would be 
only too happy to explore it and I think the Italians will look upon 
it the same way. 

Senator Fercuson. Then why don’t they get the money to do this 
if they can get the money to dig the shaft? 
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NEED OF FUNDS FOR SCIENTIFIC WORK 


Mr. Wurrrer. Because they need dollars to do this scientific work 
and they do not need dollars to build the shaft. 

Senator Fereuson. Now, you sit there as an advocate of the Gov- 
ernment doing it. The other gentleman was there as an advocate of 
private enterprise doing it. 

Mr. Wuirrer. No, sir. I am advocating that we in the interests 
of southern Italy show the Italians the way, indicate to them that 
they have something valuable underground which will strengthen 
their economy, will turn these 20 million in southern Italy from the 
fringe of communism to democracy. Once we have shown them the 
way, I think they will take hold and go right ahead with the program. 

Senator Fercuson, You mean to say if you found some minerals 
under the land, these people would immediately change from Commu- 
nists to Democrats? 

Mr. Wurrrer. No, I said once you have explored it and made use 
of those underground resources, they have gone into production plants 
that would be built in southern Italy and they become property 
owners. 

Senator Fereuson. Don’t you know that the Communists are right 
up in the industrial sections more than they are in the others? Don’t 
you know that as a matter of fact? Don’t you know that the Com- 
munists are stronger in the industrial centers than they are in the other 
centers ¢ 

Mr. Wuirrer. You are speaking in Italy now, sir. 

Senator Fereuson. Yes. 

Mr. Wurrter. I presume they have penetrated ; yes. 


STRENGTH OF COMMUNISTS IN ITALY 


Senator Frercuson. Now, answer my question. Don’t you know 
as a fact that the Communists in Italy are stronger and there are more 
of them in the industrial sections than in the other sections? 

Mr. Wurrrer. I think that is correct. 

Senator Fercuson. Why do you say if they found industries down 
here, that would change them over to Democrats ? 

Mr. Wuirrer. Because these people are impoverished. 

Senator Fereuson. You don’t think that poverty is the only cause 
of communism ¢ 

Mr. Wuirrer. That is one. 

Senator Fercuson. What about the people up in the upper part that 
have industry ¢ 

Mr. Wurrter. I think that the Communists are there. 

Senator Fercuson. What about the longshoremen that are making 
good wages? 

Mr. Wurrter. They have penetrated those industries. 

Dr. FrrzGrravp. Senator Ferguson, there is also a very strong Com- 
munist group in southern Italy. 

Senator Fercuson. Sure, there is, but they are not as strong as the 
ones up in Milan and the northern part where the factories are. 

Mr. Srassen. One of the problems in the factory area is that, because 
they do not have coal, their steel prices are not competitive and are 
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so high that their wages are very, very low. The low wages fit with 
Communist les adership i in the unions and you do get that communism 
in the industrial area 

Senator Frrauson. ‘But where are your Communists in France ? 

Mr. Srassen. They are spread out. 

Senator Frerevson. Aren't they principally in the industrial centers 
in industry ¢ 

Mr. Srassen. That is correct. 

Senator Frercvuson, And where are they in England? 

Mr. Srassen. And some in the ports. 

Senator Frrevson. Well, that is industry. Where are they in 
England? They are in the factories, they are in the factory districts. 

Mr. Srassen. They are scattered pretty thin in England. 

Senator Frerevson. But more there than any where else. I do not 
see how you are going to change these people’s political faith just by 
finding minerals. 

Mr. Srassen. Not just by finding minerals. But if you have a bad 
economy in Italy, you are less likely to develop strength for freedom. 


RECOMMENDATION OF GEROLOGICAL SURVEY 


Senator Dirksen. Mr. Whittet, did the United States Geological 
Survey ever suggest that this project should be dropped ? 

Mr. Wuirrer. Not the United States Geological Survey as an 
agency. 

Senator Dirksen. Did any individuals who are identified with the 
Government who have some competence in the geological field suggest 
that it be dropped ¢ 

Mr. Wuirrer. Dr. Johnson, I think his name is, of the Geological 
Survey. 

Senator Dirksen. Who is Dr. Johnson ? 

Mr. Wurrrer. He is chief of the overseas work in the Geological 
Survey 

Senator Dirksen. Dr. Johnson, Chief of the Overseas Branch of 
the United States Geological Survey ¢ 

Mr. Wuirrer. Yes. 

Senator Dirksen. How long has he been Chief of the Overseas 
Branch ? 

Mr. Wuirrrter. I do not know, sir. 

Senator Dmksen. Has he been with the Government a long time? 

Mr. Wuirrer. I presume so. 

Senator Dirksen. He would almost have to be, wouldn’t he, to merit 
a position of such responsibility ¢ 

Mr. Wurrrer. Yes, sir; he was a student of Dr. Bucher, whom I 


quoted. 
Senator Dirksen. One might assume that he is a practical geologist. 
Mr. Wuirrer. I would not care to pass judgment. 


Senator Dirxsen. Has he some familiarity with topography and 
geology in Italy? 

Mr. Wuirrter. I do not know that he has been to Italy. 

Senator Dirksen. He is the one who has recommended that it be 
dropped ¢ 

Mr. Wurrrer. I do not know those are his words. 

Senator Dirksen. Is that the general tenor of his words? 
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Mr. Wurrvrer. I think you have expressed the general tenor. 

Senator Ferauson. He casts a jaundiced eye on it ¢ 

Senator Dirksen. That would be some good reason for reevaluat- 
ing a program of this kind before it is undertaken. 

Mr. Wurrrer. No, sir; not in the light of the contradictory opinions 
of geologists and geophysici ists who are international in reputation. I 
think that is overdrawn. 

Senator Dirksen. We pay Dr. Johnson good money out of the 
Treasury on the theory he is competent as a scientist, and if we are 
asking for an opinion, I suppose we would go to an agency like the 
United States Geological Survey for expert opinion. 

Mr. Wurrrer. I do not think you have to stop there. 

Senator Dirksen. That is quite correct, but I would say it is a 
rather persuasive factor. 

Mr. Wurrrer. | do not think it is persuasive when you have 
four of the most famous geologists in the country who take an opposite 
view. 

Senator Dirksen. It would occur to me it would be very persuasive, 
my dear sir, and if I were you I would take a pretty good look at this, 
because the kind of justification for this is just likely to impel the 
Appropriations Committee to whet up the knife on this program, be- 
cause probably that is what is wrong with it, and maybe you have been 
too much of a promoter, if you do not mind my using words. 


TURKISH DEVELOPMENT PROGRAM 


Now, you move on to Turkey and tell us about the so-called develop- 
ment program there. What have you in the mill in Turkey ? 

Mr. Wurrrer. We have a proposal from the Turkish Government 
for not a resources-development program, but a program for the en- 
couragement of the development of individual privately financed, 
small- and medium-size plants. 

Senator Dirksen. Particularize for us what that means. 

Mr. Wuirtet. This is in the very early stages of discussion. I 
would think it is more in the form of an inquiry from the Turkish 
Government. It is similar to the proposal that we mentioned previ- 
ously with respect to the small-plant development in southern Italy 
and Philippines. 

Senator Fercuson. Any money in here for it? 

Mr. Wuirtret. The money is incidental in this program. 

Senator Fercuson. I do not think we ought to cover it if there is no 
money in it. 

Mr. Wurrrer. About $35,000 is involved in the Turkish program. 

Senator Frreuson. It is still in the formative stages; you reé ally do 
not know what it is and you are asking us for $35,000? 

Mr. Wurrtet. No, sir. 

Senator Ferauson. Do you think a board of directors would give 
any manager $35,000 on this testimony that you do not really know 
what this is? 

Mr. Wuirrer. I do not say we do not know what it is. I say we 
have not reached an agreement. We could not reach an agreement 
with the Turkish Government. 

Senator Ferauson. What are we to do? 
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Mr. Wurrtet. We could not reach an agreement with the Turkish 
Government because we could not commit 1954 funds. This is part of 
the illustrative program for Turkey for the year 1954. 


USE OF FUNDS 


Senator Frreuson. What will you do with the $35,000? 

Mr. Wuirrer. As proposals of private entrepreneurs for the build- 
ing of medium-sized plants are harniahedh to an industrial advisory 
committee of the Turkish Government, they will be reviewed and 
those which appear to be feasible and practicable will be forwarded 
on to us in Washington. Those which appear to have no merit would 
be discarded at the outset. 

Senator Frereuson. Now, the $35,000 is merely to get the projects 
for you to consider as to whether or not we should finance them ? 

Mr. Wurrter. No, sir. 

Senator Frreuson. What are they for? 

Mr. Wuirrer. After we get the proposals here, we would get the 
services of a United States firm competent in the particular field, this 
particular industry, to make an analysis of the type of machinery and 
equipment, production costs, in other words, a complete statement to 
show whether or not this would be a profitable and feasible undertak- 
ing. 

Senator Frercuson. We would pay for that? 

Mr. Wurrrer. We would pay for that, and the Turkish Government 
would deposit counterpart. 

Senator Ferguson. Yes; but that counterpart does not amount to 
anything. Let us get down to figures. Counterpart does not amount 
to anything as far as American taxpayers are concerned. Oh, there 
might be a little paid at the Embassy or something like that. There 
may be a mission of Congressmen that would eat meals over there. 

Mr. Wuirrer. There is a reason why that counterpart is valuable 
for this program. 

Senator Frrcuson. To American taxpayers ? 

Mr. Wurrrer. Yes, sir. 

Senator Fercuson. You tell me. 

Mr. Srassen. The ultimate question is whether you have a strong 
Turkey and whether you have a strong Italy and whether it contrib- 
utes to the security of the United States. That is where the taxpayers 
come in, the security of the United States, and whether or not you 
can build it through these other countries without a continuous pro- 
gram of supporting those economies but making them self-supporting. 

Senator Frreuson. That goes to the original idea of this program. 
On that theory there is no limit to what America should do and the 
number of years they should do it in. 

Mr. Wurrrer. Yes; there is. In other words, the limit is to get 
them on their own feet. 

Senator Frrevson. Until they get as prosperous as we are. 

Mr. Stassen. No. But may I point out that right this year we 
have concluded the program in this respect in Belgium, the Nether- 
lands, Denmark, Norway, Iceland, Portugal, and we are phasing out 
in Germany, practically out in Austria, and are in the final year in 
the U. K. unless some adverse thing comes along. In other words, 
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there has been a tremendous development of those economies since 
the war. 

Senator Frercuson. You are not afraid, Governor, are you, that 
Turkey will go Communist if we do not furnish economic aid? 


POSSIBLE TURKISH ECONOMIC CHAOS 


Mr. Strassen. I know that there will be economic chaos in Turkey 
if they try to maintain the present number of divisions without some 
economic aid to back them up. In other words, there is not a chance 
of the Turkish economy supporting that kind of an army to stand 
there at the Dardanelles on the present Turkish economy unless we 
put some economic aid behind them. That is our very careful judg- 
ment from the review of the Turkish economy. 

Senator Frere son. If we are going to retain those, then how long 
are we going to support them ¢ 

Mr. Srassen. I think that with this industrial-development pro- 
gram, and we are getting some of these projects of coal and ports and 
facilities in shape, that in 4 years Turkey can maintain that kind of 
armed force without economic aid. I think you have to broaden their 
economic support in their industrial economy and their agriculture 
behind those divisions to do it. 

Senator Frreuson. On what do you base that statement that in 4 
years they will be able to support this army without any more aid from 
America? 

Mr. Strassen. On a study of the progress that Turkey has made and 
the consideration of the cost of those divisions and the general outlook 
at the situation. In section ITI, page 39, you will see the analysis—— 

Senator Frrevson. What is the pay of their divisions? 


TURKISH MILITARY EXPENDITURES 


Mr. Strassen. Their total defense cost in 1954 will be up to $325 mil- 
lion a year. Their production, their industrial production, has come 
from an index of 63 in 1938 to 131 in 1952. There are very few coun- 
tries in the world that have shown that kind of progress in their indus- 
trial economy, and their agricultural economy has come from an index 
of 100 in 1948 to 150 in 1953. 

Senator Ferauson. Are we increasing their aid this year over what 
it was last year ? 

Mr. Srassen. We are dieonting it. 

Senator Ferauson. How much ? 

Mr. Strassen. We are decreasing to $50 million compared to 55 last 
year and 70 the year before. Then that 50 was on the basis of our 
request for a total of 300 for Europe. The total authorization has been 
cut 50, so we may have to cut the Turkish pact somewhat in that 
illustrative program. 

Senator Euenver. As pointed out last week, we did the same thing 
for the countries of Western Europe; we increased their industrial 
production an average of 46 percent above prewar, some increasing as 
much as 65 percent, and yet we are putting up a third of their require- 
ments to maintain the army. 
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Mr. Srassen. That is because they, except for Germany, are put- 
ting in much more to their own defense organizations now than they 
did prewar. 

Senator ExLenper. But they are not putting up what Turkey is; 
they are not doing as well as Turkey is now. 

Mr. Strassen. Yes. 

Senator Evtenper. When you consider the divisions, the number 
of divisions out. I want to base it on that. 

Mr. Srassen. They pay their men much more than Turkey does. 
That gives higher cost in Europe and that is a part of the situation. 
You see, prewar—this is one of the problems—prewar, France, Bel- 
gium, United Kingdom, had very small defense budgets and they 
were too weak, and so Hitler and his Nazi crowd felt they could run 
over Europe and take over the works, and World War II came. Now 
they are not as weak today, they are building their strength and the 
whole basis of our policy and theirs is that if they are strong and well 
posed in the military position, then world war IIT will not begin be- 
cause the Communists will not think they can run over the rest of 
the world. 

Senator ELttenper. They are maintaining smaller armies now than 
they did prewar. 

Mr. Srassen. They are maintaining stronger armed forces in the 
total of their equipment and their support for them. 

Senator Evtenper. Than prewar? 

Mr. Srassen. That is right. Everybody but Germany. Germany 
had a higher defense budget prewar than of course she does now. 
They were the country that went militaristic in the last part of the 
thirties. 

Senator Fereuson. Isn’t it the will of the Turks that will determine 
the whole question of communism in their country or Russia com- 
ing in? 

Mr. Srassen. It is not just the question of communism. It is a 
question of whether they go into economic chaos and are not able 
to have a stable internal economy. 


POSSIBLE AMERICAN ECONOMIC CHAOS 


Senator Ferevson. Do you think there is any danger of America 
going into economic chaos ? 

Mr. Srassen. Not under President Eisenhower’s leadership. 

Senator Frreuson. Do you know what the last deficit was? 

Mr. Strassen. Yes. 

Senator Frreuson. It was $914 billion. 

Mr. Srassen. That is a deficit for the fiscal year that has just fin- 
ished and the major portion of its outline of financial structure was 
made before President Eisenhower became President. 

Senator Frreuson. Yes, but 6 months of it was under our own ad- 
ministration. 

Mr. Strassen. That is right. 

Senator Frerevson. And that budget is under our own administra- 
tion? 

Mr. Strassen. That is right. 

Senator Frreuson. And every dollar that is appropriated and spent 
will be under the Eisenhower administration. 
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Mr. Strassen. That is right. 

Senator Frreuson. Therefore, we are responsible for it. 

Mr. Srassen. That is right. 

Senator Eiienver. And the prediction is that you are going to be 
in the red between 7 and 8 billion dollars by June 30 of next year. 

Mr. Strassen. I do not think we will be. 

Senator Ettenper. I hope you are right. 


IMPORTANT ASPECT OF BUDGET 


Mr. Strassen. But I would say this: the budget is a very important 
thing but it is only one of the very important things, and you will never 
deter Communist aggression because you have a balanced budget, in 
the United States. In other words, it’ is the divisions and squadrons 
and the number of friends you have and how strong they are that 
will deter the Communists from beginning a third world war. So the 
great policy problem is to have this economy sound and move toward 
a balanced budget, but move there in a manner that carries with it 
a strong defense posture in the United States and a large number of 
friendly nations who are also strong in their defense position. That is 
the basic policy. 

Then it comes to the matter of what do you do in our own defense 
program in relationship to the defense program of other countries, and 
how you relate that to the economic stability of the United States. 

Senator Feravson. You are familiar with the fact that the budget 
on our own defense has been cut better than a billion dollars by the 
committees ? 

Mr. Strassen. Yes, I am familiar with that; yes. That was out 
of a total of what: $35 billion ? 

Senator Frrauson. $34 billion. 

Mr. Strassen. That was then a 3-percent cut. I would settle for 
that in the mutual-security program. 

Senator Dirksen. Seriously though, you say that this is a program 
to help develop some small industries in Turkey. 

Mr. Wuirter. Privately owned. 

Senator Dirksen. Now, you have a man in Turkey, haven’t you? 

Mr. Wurrrer. A mission chief. 

Senator Dirksen. Didn’t you have some explorer down there sort 
of exploring this industrial development program ? 

Mr. Wuirrer. I don’t think that is the correct word, s 

Senator Dirksen. What was he doing there ? 

Mr. Wuirrer. He discussed with our mission whether or not a pro- 
gram of this sort would be feasible and in turn the mission had an 
exchange of views with the Turkish Government. 

Senator Dirksen. Wasn’t there somebody who was in Italy and 
decided on a little journey in Turkey to see what could be done over 
there ¢ 

Mr. Wuirrer. No, sir. We had from the beginning thought that 
the Philippines, southern Italy and Turkey were the three underde- 
veloped areas, the ones that needed this program more than any others. 
They presented different problems and they were really being intro- 
duced there or suggested there as pilot operations, 
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CONTEMPLATED EXPORTS TO TURKEY 


Senator Dmxsen. Are you presently in the process of appointing 
a couple of experts to go to Turkey ? 

Mr. Wurrrer. No, sir; we are not in process. 

Senator Dirksen. Because you have already done so? 

Mr. Wuirrer. No, sir; the positions have not as yet been established. 

Senator Dirksen. But it has been in contemplation ? 

Mr. Wuirrrer. It is in contemplation. 

Senator Dirksen. Getting back to spending money over there to 
promote an industrial program, did you read the report of the survey 
team of which Frederick Morris Sayer was chairman, now deceased ? 

Mr. Wurrrer. Yes. 

Senator Dirksen. Did you read what he said about the scarcity of 
private capital and the scarcity of talent to direct and the difficulties 
under existing laws and operations that somehow thwarted develop- 
ments there ¢ 

Mr. Wuirrer. Yes, sir; we realize that we are faced with those 
problems. 

Senator Dirksen. You know, of course, that while they have been 
talking a good deal about free enterprise in its major concept, it is a 
pretty well nationalized country, isn’t it? 

Mr. Wuirrer. I might say very recently an airplane engine plant 
was built by publie subscription in Turkey. They failed because of 
technological difficulties. They did not have an analysis such as we 
are proposing. 


INDUSTRIAL DEVELOPMENT PROGRAM 


Senator Dirksen. But you propose to promote an industrial de- 
velopment program over there which of course can only be articulated 
in terms of the money with which to build plants and get machinery. 
It requires working capital. 

Mr. Wurrrer. That is correct. 

Senator Dirksen. It requires talent to run. 

Mr. Wuirrer. That is correct. 

Senator Dirksen. Now, it would look to me as if the program like 
that envisioned a long period of years to actually get into operation. 

Mr. Wuirrer. No, sir; I think that once we have shown the Turkish 
people that it would be to their advantage to get complete analyses of 
privately owned industrial facilities and they see the value of that and 
they see that they are building industries which accrue benefits to them 
as induividuals, that we will not have to do any more. They will 
know the way to do it. 

Senator Dirxsen. How long do you think anything approximating 
a substantial program that would have the slightest impact upon the 
economy of Turkey would take to get underway ? 


CONTEMPLATED PLANNING AND SURVEY PROGRAM 


Mr. Wurrrer. We are only contemplating a 1-year program. 

Senator Dirksen. You are contemplating a 1-year planning pro- 
gram and survey program, 

Mr. Wurrrer. No, sir, this does not contemplate surveys in the 
light of underground resources. This contemplates—let me say this, 
the Industrial Development Bank of Turkey has today over a thou- 
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sand applications from private entrepreneurs for financing of individ- 
ual privately-owned industrial enterprises, and only a fractional part 
of those have enough analysis for them to even consider it. If we could 
show these people, the great majority of this thousand or more, that 
by making use of a method or technique which our banks and industri- 
alists have used for years—they would not think of going into indus- 
trial expansion without such an analysis—if we can show them the 
value of that, maybe 60, 70, or 80 percent of those applications would 
become alive. 

Senator Dirksen. Mr. Whittet, I swear I do not understand it. 
We have had an exchange program with Turkey for years and years. 
The last time I was in Ankara as a guest of the Parliament a fellow 
walked up and booms out his hand and says, “Shake. How is every- 
thing in Champaign, Ill.” He was an electrical engineer and gradu- 
ated from the University of Illinois and a member of the Chamber of 
Deputies. Now, they have been developing over a period of years a 
good deal of scientific talent. Why in the -vorld can they not under- 
take a small project such as you have in mind on the basis of their 
own evaluation and analysis? Do you think you would be a better 
analyst than a man trained as an electrical engineer at the University 
of Illinois? 

Mr. Wurrret. No; the analysis would be done by competent firms 
in the field which these particular industries—— 


COST TO UNITED STATES GOVERNMENT 


Senator Fereuson. What is that going to cost us? 

Mr. Wuirrer. As I said originally, T think for a 1-year program 
it would cost $35,000 in dollars. We expect to use foreign currency 
because there are firms in Europe, in Germany, and in Belgium and 
other places that are capable of making these analyses, too, but they 
are not in Turkey. We can employ those firms or the Turkish Gov- 
ernment can by the use of local currencies. So the use of dollars in 
Turkey is far less than it would be, for instance, in the Philippines. 

Senator Frrauson. How many people can you get to go over there 
for $35,000? 

Mr. Wuirrer. We are not sending people over to do this work. 

Senator Fereuson. What are you going to do, bring back the desire 
to put in a certain kind of factory and submit it here to some industry ? 

Mr. Wuirrer. A proposal will be made to a commission which will 
be set up in Turkey for the development of a specific type of plant. 
It it is, and if it appears to be feasible, if it is a practicable proposal 
and justifies an analysis of its production costs and its markets, and so 
forth—— 

Senator Fereuson. Wait. Do you think those people are able to 
give you all these facts? 

Mr. Wuirrer. No, sir; they can give us only the fragmentary part. 
That is why we have to lend assistance to get a complete analysis that 
will enable them to decide to put their own money in it and to enable 
a banking concern to look upon it and give it consideration. 

Senator Frercuson. What kind of project can you really put on for 
35,000 American dollars? 

Mr. Wuirrer. The point I am trying to make—— 

Senator Frereuson. That will only employ three people and a ste- 
nographer. 
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EMPLOYMENT OF COMPETENT FIRMS 


Mr. Wutrrer. We are not employing people. We are employing 
services of firms that are competent. 

Senator Extenper. Americans? 

Mr. Wuirrer. American and European. 

Senator Fercuson. Where can you get anybody to work for $35,000 
except maybe three men and a stenographer / 

Mr. Wuirrer. I tried to say there are any number of competent 
firms in Europe that can do this work. 

Senator Frrcuson. Are we going to hire European firms? 

Mr. Wurrrer. Surely. We do not have to spend American dollars 
for that. We can spend local currency. That is why we do not need 
as many dollars in Turkey as we would in the Philippines. 

Senator Dirksen. If what you said is true, that there are a thousand 
applications lodged in the national bank, if I was the fourth vice 
president of that bank I would know what to do without an MSA 
program. You know very well, if you are familiar with Turkey, all 
the German engineers that were in there, they did everything, includ- 
ing the revision of plumbing in old hotels and goodness knows what 
else. Those people know where to find them. They don’t need the 
intervention of MSA or anybody else who knows how to do it if there 
is substance to these projects. 

Mr. Wurrrer. The entrepreneur who files the application does not 
know what to do, if he did, he would have done it before. 

Senator Dirksen. But the bank is in the business of making money. 
If thev have any sense of enterprise or incentive at all, they certainly 
would not need some technician from MSA to lead them around. 

Mr. Wurrrer. We are not leading them around. 

Mr. Srassen. I think 

Senator Dirksen. Now, if the staff report is correct, you had some- 
body over in Turkey looking around. One of these representatives 
went to Turkey to stimulate an industry program there. 

Mr. Wurrrer. I think the word “stimulate” is not the right word 
used. He merely went to discuss the practicability or feasibility of 
such a program in Turkey 

Senator Dirksen. It was just a discussion meeting ? 

Mr. Wurrrer. That is correct. 

Senator Dirksen. But there was a man in Turkey. 

Mr. Wnirrer. Yes. 

Senator Dirksen. And this report also indicates that there was in 
contemplation the retention of two engineers, or maybe they weren’t 
engineers, who were to go over there and also take a look at this pro- 
gram. Is that right or “wrong? 

Mr. Wurrrer. If, as, and when the project was approved, and when 
the Turkish Government had agreed to all the terms and conditions, 
then it would be necessary to have 1 or 2 people over there to help 
guide the Turkish Government in implementing the program. They 
would only be sent over when the program had finally been approved. 

Mr. Strassen. I think, Senator, your question gave the answer. If 
you were the vice president of this industrial bank, we would not need 
this program. 
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COMMITMENT OF TURKISH FUNDS 


Senator Dirksen. Have you a telegram from Ankara saying that 
the Turkish funds for this program have been committed ? 

Mr. Wurrrer. We have a cable from Ankara requesting that we 
give approval, which we have not done yet. 

Senator Dirksen. Did it say Turkey had committed its funds in 
further answer of the proposed program ¢ 

Mr. Wurtrrer. The Turks are ready, able, and willing to put up 
their share of the funds. 

Senator Dirksen. But the thing has been thoroughly explored and 
promoted, let us be quite candid about it. 

Mr. Wuirrer. Not promoted, sir. 

Senator Dirksen. You don’t like that word “promoted”? 

Mr. Wurrrer. No, sir. 

Senator Dirksen. I think it is an awfully good word. 

Mr. Wuirrrer. In some places. 

Senator Dirksen. I think this is a pretty good place for it. This 
looks like a promotion program. You don’t mind my being candid. 
I recognize that everybody tries to be a good citizen and carrying out 
his responsibility. As a member of the legislative branch, which 
under the Constitution is entrusted with the stewardship of the public 
purse, I do the best I know how. If I know that money is wasted 
or is not spent for something justified, I must say so, whether privately 
or publicly. I doubt on the basis of your presentation in public 
tonight—it seems to be a little bit on the reluctant side—that you have 
sold me on this program or the Italian program. 

Mr. Wuirrer. I think if we can get this program in southern Italy 
or Turkey by the use of private local funds and by only the minimum 
use of United States funds and put people to work, that it will only 
require a fractional part of the United States money that a supply type 
of operation would, which we have conducted in the past, and had to 
furnish equipment]. This is going to take the place of that kind 
of program toa certain extent. To the extent to which it is successful, 
the need for the other type of aid will diminish. 


PHILIPPINES 


Senater Dirksen. You could be right. So let us move on to the 
Philippines and tell us what goes on over there. 

Mr. Wuirrer. The same thing, sir. 

Senator Dirksen. Only more money. How much is committed in 
the Philippines ? 

Mr. Wuirrer. There is no money committed to the Philippines for 
plant-development work. I can only give you an estimate ew on 
our opinion of the number of proposals that might be submitted. 


REQUEST FOR INDUSTRIAL SURVEYS 


Senator Dirksen. Now, is this a correct statement that the Philip- 
pines have requested $417,000 to pay for industrial surveys and 
prospectus ? 

Mr. Waurrrer. In a sense that is correct; in a sense it is not. An 
unofficial proposal was brought here by hand by our own industrial 
development officer in the Philippines, reviewed by our staff in Wash- 
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ington, and rejected. The reason it was rejected was that it listed 
the kinds of projects that would be expected to be financed. They 
were not specific; they were examples. It was our determination that 
we could not approve a blanket sort of a request of that sort; that 
they would have to submit specific proposals on which we could act. 

Senator Dirksen. Are you sympathetic to the idea? 

Mr. Wurrrer. Of what, sir? 

Senator Dir«sen. An industrial development program in the 
Philippines? 

Mr. Wutrrer. Very much, sir. 

Senator Dirksen. How much do you think ought to be committed 
for that program? 

Senator Frerauson. How much in this budget? 

Mr. Wrurrer. For the type of prospectus work that we have de- 
scribed I would say $150,000. 

Senator Frrcuson. Have we ever done such work in other countries 
in the past? 

Mr. Wnuirter. No, sir, this is a new program. 

Senator Frreuson. This is an entirely new program ? 

Mr. Wurrrer. That is correct. It is an attempt to go in the direc- 
tion of more trade and less direct aid, sir. 

Senator Dirksen. Now, if we develop a few prospectuses there on 
industrial enterprises, then the $64 question is: Who puts up the 
money ? 

Mr. Wuirrer. For the construction of plants? 

Senator Dirksen. The machinery. 

Mr. Wurrrer. The private entrepreneur. 

Senator Dirksen. Are they there? 

Mr. Wurrrer. I am sure they are there. 

Senator Dirksen. So if they are there and the money is there 

Mr. Wurrrer. That is correct; that is our belief. 

Senator Dirksen. The talent is there? 

Mr. Wuirrer. The talent to run the plant? 

Senator Dirxsen. Yes. 

Mr. Wurtrrer. Yes, with some technical assistance. 

Senator Dirksen. And the talent to manage is there? 

Mr. Wurrrer. They would have to show that before they would 
get any financial backing from a banking institution. 

Senator Dirksen. Are there any hardheaded bankers and people 
who loan money in the Philippines? Normally, they are pretty hard- 
headed people. I think generally they appreciate the value of a dollar. 

Mr. Wuirrer. I might say that this program was brought to our 
attention as being needed in the Philippines by Mr. Rodriquez, who 
is head of the National Power Commission in the Philippines and Mr. 
Yulo, who is head of Philcusa and is a leading businessman in the 
Philippines and he says this is the one gap toward medium-sized 
industrial development that has never been filled and it would be one 
of the greatest aids. 





VISIT IN MIDDLE EAST CITED 


Senator Dirksen. You know, I visited a country in the Middle East 
some years ago, I inspected a good many collective farms, canneries, 
cheese plants, and they had some trouble. They had trouble with their 
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citrus fruit. I said, I will tell you what you do, why don’t you just 
pool some of your resources and appoint a committee and you come to 
the United States. You go down to Florida and you go out to Cali- 
fornia and you talk with the experts and find out. They did and they 
also came and talked to the Department of Agriculture. They did 
so at their own expense. They found out what was wrong. And they 
have improved their citrus culture and they are doing a great job. I 
told them the same thing about their dairy herds. They were in- 
terested in developments here. They didn’t ask anybody to take them 
by the hand. A committee of three came to this country. After they 
got all the information they came up to the Hill and I took them to 
lunch one day. That is about all the contact they had and that is about 
all they got out of the Government. They got a free lunch out of my 
pocket. But they went back and did their own job. Now, it just 
appears to me that people who can make their economy go, who as you 
say have the money and have the talent, certainly don’t need a lot 
of prospectuses at $10,000 a throw. 

Mr. Wuirrer. Sir, they haven’t the slightest idea of where to go 
to get an analysis of their proposed enterprise. 

Senator Dirksen. You mean they can’t jump on a Pan American 
plane and come to the United States and within 24 hours find some- 
body to advise them ? 

Mr. Wurrrer. These are not the kind of people whe know how to 
do that. 

LACK OF PHILIPPINE ENGINEERS 


Senator Frrevson. Don’t they have any engineers in the Philip- 
ines ¢ 

Mr. Wurrrer. They have some who are not acquainted with the 
latest techniques that we employ. 

Senator Frrauson. Haven’t they yearly, young engineers going 
back to the Philippines? 

Mr. Wurrrer. I presume they do, sir. I would say this: If they 
had all the talent and the technical experience, the Philippines would 
have progressed far more in industry in the last few years. 

Let me say one other thing, Senator. This is not a program we have 
thought up and developed all by ourselves. We have tested this with 
a great number of people. I would like to just tell you who some of 
those are. The J. Henry Schroeder Banking Corp., in New York 
City; Enos Curtin of the Graham-Paige Corp.; Michael J. Madi- 
gan 

Senator Ferauson. Where is Graham-Paige located ? 

Mr. Wurrret. They are in New York, too. Carrol Shanks, presi- 
dent of the Prudential Insurance Co.; Reid Vreeland, president of the 
International Bank; Dr. Stacy May, International Basic Economy 
Corp.; the executive director of the Medium Credit Bank of Rome; 
the executive secretary of the National Cotton Manufacturing Asso- 
ciation of Rome; Izet Akosman, head of the Turkish Businessman’s 
Association; chairman of the board of Commercial Bank of Rome; 
Ever Bakirci, president of the largest commercial bank in Istanbul; 
the economic adviser of the Is Bank in Istanbul; general manager of 
the General Industrial Bank in Istanbul; the Export-Import Bank 
in Washington; Mr. Rodriquez, head of the National Power Com- 
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mission in the Philippines; Mr. Yulo, head of the Philcusa and leading 
businessmen in the Philippines. 

Those are some of the people that we have discussed this with and 
who think it is a good idea and think we should go ahead with it. 
They are taxpayers, most of them. 

Senator Dirksen. I can get you a list much longer than that, Mr. 
Whittet, but that still does not prove this is a good program. What I 
am wondering about is if we continue in this kind of promotional field, 
how long it will be before the whole world will not move until we take 
them by the hand. Can we undertake that kind of load, and what 
about the development that comes after ? 

Mr. Wurrrer. Sir, this is only a fractional part of the load. 

Senator Dirksen. I am not concerned about the little dab that is 
involved here. Iam concerned about what comes afterward. 

Mr. Wurrrer. We hope a stronger economy will result in these 
countries. 

Senator Dirksen. We hope so, stronger for them and weaker for us 
before we get through. 

Well, Mr. Chairman, I have gone as far as I want to go. I would be 
less than frank if I did not say I am thoroughly unimpressed with 
this program, thoroughly unimpressed. 

Senator E.tenper. Gevernor, I wonder if you could tell us how 
much of the amount that you are asking under chapter 2 is strictly 
economic aid, just in round figures. 


FUNDS FOR ECONOMIC AID 


Mr. Srassen. The amount in chapter 2? 

Senator ELLENDER. You have $1,175,749,929, or let me put it this 
way: How much money in this entire bill is purely economic aid ¢ 

Mr. Strassen. It depends upon how you define purely economic aid. 

Senator Extenper. The same as we did under the ECA plan, the 
Marshall plan. You are familiar with that? 

Mr. Strassen. I would say in that sense there is none because in the 
Marshall plan there was the direct policy that it should not have a 
relationship to the building up of armaments and defense. We are 
ane it just the other way to try to fit everything we do in the 

NATO area toward the building up of an armament strength. If you 
go the other way and say the matter of the budget support, in other 
words, how much of this money fits into the budget support of these 
countries, then you get a larger total. 

I can run down the specifics of it in this way: You see it over in 
section (I), page 34. The $100 million there is tagged for the de- 
velopment of artillery and semiautomatic weapons for France for 
the NATO forces. The $5714 million in Italy is $3714 million for 
aireraft, military aircraft production. That is getting the machine 
tools in, and so forth, which is a carryover, and $20 million for gen- 
eral economic aid. 

Senator Eitenper. When you say “general economic aid,” that is 
along the Marshall type? 

Mr. Srassen. It is closer to the Marshall type. United Kingdom, 

$200 million; $100 million of that is pinned down for aircraft for the 
RAF, the jets, and the other $100 million is closer to the Marshall 
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plan aid because it is intended to be wheat, cotton, and lard, agri- 
cultural items of which we are in good supply. 

Senator Exttenper. That is $120 million economic aid. 

What else now? 

Mr. Srassen. Greece, $20 million. That will quite likely be gen- 
eral economic items. 

Germany, $15 million is directly for the refugees. Of course that is 
economic aid, but it is connected with the refugees coming across the 
line rather than the Federal Republic itself. 


AUSTRIA 


Austria, $20 million, is really a phase out of economic aid for 
Austria. 

The Yugoslavia, $45 million, that has direct relationship to the mili- 
tary forces of Yugoslavia; it is to back them up. 

1 would not put that up in the category of the old Marshall plan. 

Spain, $85 million. That includes the carryover. That is directly 
connected with our base agreement under negotiation. I would not 
put that in the same category. 

Formosa, $70 million, directly a matter of military strength of 
Formosa. 

Twenty-five million dollars in Indochina, backing that up, four 
hundred million dollars for the war in Indochina, I would not put 
that in the Marshall plan category. 

Senator Extenper. $175 million. Now, are there any other funds 
you are asking for in that same category ? 

Mr. Strassen. In other chapters, yes. 

Senator ELLenper. Can you give us an estimate of what that is? 

Mr. Srassen. Certainly. 

In chapter IV, section 1, page 39, you will find the items. You see, 
we have done what I think you indicated in an earlier hearing you 
thought should be done, that is, we have separated out the really 
technical assistance from the economic assistance. 

Senator Evtenper. Did you furnish that information for the record ? 

Mr. Strassen. Yes; you will find it under item C on page I, 39 
special economic assistance. This is much more like the old Marshall 
plan aid; for the Arab States, Israel and Iran, a total of $140 million. 
That item is much like that. 

Then under D special economic assistance for India and Pakistan, 
that is quite like the old Marshall plan aid. 

Senator Eittenper. That totals then $409 million. 

Mr. Strassen. That is right. 

Senator ELttenper. Anything else in the bill ? 

Mr. Srassen. Under the description we give of it, I think that is 
all of that kind of item. 

Senator ELttenper. Now, what is the difference between the tech- 
nical assistance that you render under chapter 4 and that provided 
for under chapter 24 You have here an item technical assistance, 
$23 million. How does that differ from technical assistance provided 
for before? 
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Mr. Srassen. It is in Europe, that is the only difference. 

Senator ELttenper. The only difference, the same thing? 

Mr. Srassen. It may in fact, of course, in detail be different. 

Senator Exienper. Why should technical assistance be needed 
there? Is Europe as backward as the Middle East or Far East? Of 
course, the answer is no. Why should we render technical assistance in 
Europe? 

Mr. Strassen. In some situations it seems desirable. 

Senator Etienper. I notice you spent for that same purpose in fiscal 
1952, $16,379,000, Fiscal year 1953, it is $26 million. Iam wondering 
why is it necessary to continue it? I understood technical aid to be 
that to be given by us to backward countries. Certainly the countries 
of Western Europe are progressing, they know much more than the 
Middle East and Far East, and why we are spending that kind of 
money for technical assistance is beyond me. 

Mr. Srassen. You certainly would not call them backward, but 
they are far from the kind of development and economic status that 
we have. If we can bring them up a little closer to us, they can carry 
on their own defense forces entirely without any economic assistance 
from the United States. That is what we have the definite objective 
of doing. 

Senator Extenper. I think I heard that 3 years ago, that same 
statement you are making now, when we started the ECA and Mar- 
shall-aid plan. The idea was to improve them economically so the 
could stand on their own feet and here we are being asked for more aid. 


INCREASED SOVIET THREAT 


Mr. Srassen. If it were not for the increased Soviet threat in the 
meantime with their increase in military forces and the Korean war, 
these countries could be on their own feet. 

Senator ELttenper. With all due respect, you had that same situa- 
tion before and that is what caused us to go forward with this pro- 
gram. It is because of the Russian threat. That is why we went 
into it, to fight communism among them and put them on their feet 
so that in the event the worst was to come, they would be able to 
assist. 

Mr. Strassen. Then you recall it was the matter of the infiltration 
and the chaos and so forth. You remember the worry about France 
and Italy being taken over by the Communists within them. That 
was where the original Marshall plan emphasis was placed. It was 
not then the question of the external aggression. They were then 
all dismantling armies. We were down, you remember, at the $13 
billion level for the United States Armed Forces. 

Senator Evtenper. T remember all that. But some scare is always 
found to get some other program through. We are cutting here. 
We have votten away more or less from purely economic aid, but 
we are spending almost as much money. But this extra money is 
being spent; the spending of it must be connected with the military. 

Now, aside from all that, we are contributing to them in other ways 
to help them so that they can maintain the armies. It is just a new 
way to do it. 
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Mr. Srassen. Senator, 1 wonder if it is not.important to relate 
that whole situation to the years after World War I. After World 
War I the United States decided not to help other countries and it 
decided to pull back, and the whole Sell inclyding the United 
States, went into an economic tailspin and a whole per -iod of weakness. 
Then that resulted not in strength for the United States but un- 
employment, agricultural depression, low production, and a very 
low ebb in American strenpel Out of that low strength came not 
only the depression, then World War II as Hitler and Mussolini and 
the Japanese moved. These things I feel are not disconnected, Sen- 
ator. In other words, either the free nations of the world are progres- 
sing, building, becoming stable, strong, or they slip into retrogression. 
I feel that this country is in a strong position today and growing 
stronger. 

Senator Ettenper. You mean militarily ? 

Mr. Strassen. In every aspect. 

Senator Extenver. Not economically. How can you say we are 
getting strong economically ¢ 

Mr. Strassen. Our industrial production 





HIGH PRODUCTION LEVEL 


Senator Evitenper. I have seen those production charts and all 
that. 

Mr. Srassen. I don’t think you have seen this one, if we have it, 
Senator. But our production of the basic materials in this country— 
that is, everything from steel on up—is at a very high level. 

Senator Frreuson. We are depleting our raw resources, are we not ? 

Mr. Srassen. We are drawing raw resources increasingly from all 
over the world. We are in fact richer in resources available to the 
United States today than ever before in our history. That is a 
basic fact. 

Senator Frercuson. Haven’t we been using up our resources? 

Mr. Stassen. We have been using considerable of ours but open- 
ing up new sources from all over the world. 

Senator Frrevson. What rights have we to buy ? 

Mr. Strassen. In many places they are owned by United States 
private capital. In other places they are under contract. 

Senator Frreuson. Will you filea list of those showing that we have 
not depleted our resources here in this country? 

Mr. Strassen. In this country we have in seme instances used up 
resources; in other instances we have discovered new sources of them. 

Senator Frreuson. They existed before we found them. You are 
depleting them. 

Mr. Strassen. From that standpoint you don’t know what you have 
not yet found either. Look at this monthly trend of the industrial 
production in the United States. 
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EXPLANATION OF CHART 


Senator Fereuson. Is that in inflated dollars or what is it? 

Mr. Strassen. This is 1950 as index of 100. Here [indicating] is the 
1951 line, here is the 1952 line—you remember the steel strike. Here is 
our 1953 line. There has never been a year like that in peacetime in 
American history. Tremendous strength in the American economy. 
Here is our American steel production—this red line up here, 1953. 
Here is automobile production which is one segment of the total. 

Now, there is tremendous strength in the American economy today 
and the sustaining of that strength is directly related to the kind 
of economic picture we have in the rest of the world and the United 
States economic relationships with them. 

Senator Frrauson. The nine and a third billion dollar deficit does 
not. bother you, Governor ¢ 

Mr. Strassen. Yes, it does bother me, but it is one of the factors and 
I feel I should look first on the source of the deficit and what happened 
in connection with it. In other words, what is the asset side of it? 
We have built up during that year considerable quantities of neces- 
sary military equipment which is an asset in this world situation. We 
have increased our stockpiles of natural resources, which is on the 
asset side. We have increased our reserves of agricultural products. 
I consider that a plus. 

You can speak of some of them as being oversupply, but I would 
much rather have my country with a billion dollars worth of wheat 
in the till than have it short of food. Those are on the asset side. Our 
gold reserves are at a very high level behind our currency. 

Now, there are many assets in the American picture that go along 
with this deficit picture. I feel that under President. Eisenhower’s 
leadership we are going to move forward steadily building both 
economic and military strength among the free nations and gradually 
come around to a balanced budget situation with a stable dollar. 

Senator Frrevson. When do you say we are going to have a bal- 
anced budget ? 

Mr. Strassen. Of course, it will depend upon many factors that no 
one can be categorical about. 

Senator Frrevson. What is your best judgment? 

Mr. Strassen. My best judgment would be that if there are no ser- 
ious adverse developments on the part of the Soviet Union, that it will 
occur within 2 years or less. 


POSSIBLE BALANCED BUDGET 


Senator Frreuson. In other words, we will not have a balanced 
budget until 1955 ? 

Mr. Strassen. I donot say that. I said 2 years or less. 

Senator Frerecuson. Two years will be 1955. 

Mr. Srassen. But I said “or less” and that is what I mean. In 
other words, this could come about more rapidly. These are the kinds 
of things that affect it. If we get the EDC completed and the German 
units coming into being and the German industrial strength behind 
those units, it will have a tremendous importance in lifting a total 
security burden from the United States. If you can successfully move 
forward in other parts of the world to fill some of the armed vacuums 
by strength whiel is indiginous, if you get the drain of the Korean 
war concluded and the Indochina war straightened out—the Indo- 
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china war is costing France a billion two hundred million dollars a 
year and we are proposing to put in $400 million. Those are large 
chunks. 

Senator Frrcuson. Aren’t we proposing to put in more than that? 

Mr. Srassen. If you count also the military equipment that is 
not related to France’s $1.2 billion. Out of France’s $1.2 billion we put 
in $400 million. In addition to that, we will be putting in military 
equipment, of substantial amounts. 

(Discussion off record.) 

Senator Fercuson. I understand that out of France’s $1.2 billion we 
are going to put in $400 million. 

Mr. Srassen. Out of their cost of $1.2 billion of sustaining their 
part of the war in Indochina. 

Senator Frrcuson. They are putting in $800 million. 

Mr. Strassen. We are in that relationship if you counted their own 
equipment of their divisions and so forth, they would run up another 
billion or so. It is a matter of how you calculate the figures on it 
and so forth. There is a sort of net out of pocket for France in con- 
nection with the Indo-China war of $1.2 billion, of which we will put 
$400 million. In addition to that, they will be devoting military 
equipment to the Indochina war and we will be devoting military 
equipment to the Indochina war. There are those additional items of 
expense. 

Senator EtieNnper. But those items come from the $400 million we 
are going to furnish to them, for the manufacture of materials of war 
in their own areas. 

Mr. Srassen. They are devoting supplies beyond that that they 
have been putting in over these past 7 7 years. 

Senator Exienper. That will be the difference between the $400 
million and the $1.2 billion, which is $800 million. 

Mr. Srassen. In addition to the $800 million, that is right. These 
things are a tremendous drain on the economies of the free world. 

Senator ELLenper. On France and also on us. 

Mr. Srassen. That is right, and the lack of a German force is a 
drain in that western operation. These are elements that can make 
a tremendous difference on this combination of security and balanced 
budget that we speak of. 

Senator ELLENpER. What is going to happen in my humble opin- 
ion—I guess I will live to see it—this drain is going to be so great 
on us that our great country is going to be brought back practically on 
the same level of the countries we are trying to help and then God pity 
the world. 

Mr. Srassen. Senator, I am confident that that will not happen, es- 
pecially not under President Eisenhower’s leadership, because I think 
he is carefully balancing these various factors that are involved in the 
overall policies of our country. 

Senator Evtenper. I don’t see much improvement in it from the 
past administration on that line, I can tell you that. 

Senator Tuyr. Now, all of this is for preparation of national de- 
fense for this Nation. 
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Mr. Srassen. That is right. 

Senator Tarr. Without that national defense would we be faced 
with a possible world war ITT? 

Mr. Strassen. We would. 


POSSIBLE WORLD WAR III 


Senator Tarr. And if world war IIT was to occur, what we would 
have to throw into it if we compared the cost of World War II, could 
be a great deai heavier in all financial outlays than anything that this 
Nation has ever foreseen or has seen in the past. 

Mr. Strassen. That is right. 

Senator Tnyr. Therefore, what we are endeavoring here is to de- 
velop through all our allied countries a national defense that will 
deter world war ITI. 

Mr. Strassen. That is right. 

Senator Tuyer. That is the way I look at it. 

Mr. Strassen. That is the fundamental approach. 

Senator Ture. That is the way I am endeavoring to evaluate the 
entire picture. 

Mr. Srassen. That is the fundamental approach the President takes 
to it. 

Senator Frreuson. I want to put in the record at this time how the 
money was obligated back in the 1952 fiscal year showing the amount 
obligated up to May 31, and then the obligated in the month of June. 

(The material referred to follows :) 

Facits.—For comparative purposes, data presented in the TCA status of fund§ 
for fiscal year 1952 for the month ending May 31, 1952, and June 30, 1952, are 
presented below: 

The bilateral program obligations which comprise the bulk of TCA activity as 
of May 31, 1952 were $98,815,723; as of June 30, 1952 it was $176,785,847. This 
represents an increase in the last month of fiscal year 1952 of $77,970,124. 


Some examples of how this increase was brought about can be found in the 
statistics for given countries in Asia and the Near East: 


India: 

Obligation May 31, 1952 bbe wees assed i-1L3-bLase1) SNe, OM 

Obligation June 30, 1952_- bs ERY ovata gies? + Gay Pa ae 
Ethiopia: 

Obligation May 31, 1952 oh. 52 : at Sees 326, 015 

Obligation June 30, 1952 (out of a total allocation of $1,181,550) - 1, 149, 529 
Pakistan: 

Obligation, May 31, 1952________- in tee EM 460, 476 

Obligation, June 30, 1952 (out of a total allocation of 

S10, 700,004) 2 gta ens eee _... . 10, 624, 331 

Liberia: 

Obligation, May 31, 1952________ ex dt 659, 538 

Obligation, June 30, 1952 (out of an allocation of $1,218,352) __ 1, 083, 620 
Afghanistan: 

Obligation, May 31, 1952__- ; ieee otis é 51, 769 

Obligation, June 30, 1952 (out of an allocation of $348,600) __- 257, 720 


In view of the fact that TCA claims it predicates its obligation on the signing 
of country agreements, it is difficult to understand how in this short period of 
time close to $80 million was obligated. It is more difficult to comprehend what 
TCA will do to utilize the money it is asking for in India for 1954 in view of the 
status of its programing in that country. 
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Mr. Srassen. That table you are putting in will show this deobli- 
gation problem we have on our hands right now. It is principally 
in that period that the large obligation occurred which now under the 
General Accounting Office study has been deobligated and it gives us 
this peculiar problem. 

Senator Fercuson. It showed what the Department did with its 
money, how it accounted, how it tried to get obligated the money 
before the expiration of the year so that it would be considered by the 
Appropriations Committee. 

Mr. Strassen. We are straightening all that out in this fiscal year, 
and that is the basic reason why we come before you with this full 
report of the status of our obligations and expenditures, including 
under the GAO ruling this large unobligated balance because of the 
deobligation. It also is in the basis, Senator, for this question which 
is an important one, as to how we handle our appropriation in relation- 
ship to the Department of Defense. 

As you know, there has been a suggestion of relationship to the 
defense bill in that respect. 

Senator Fercuson. The committee put in the bill a statement which 
would obligate the money that went into the hands of defense and it 
would be their money for their operation so that we would do away 
with literally thousands of employees to try to keep track of this 
money which the GAO found was not obligated. We tried to solve 
that problem. 

PROPOSED LANGUAGE CHANGE 


Mr. Strassen. We are proposing that that language be changed if 
it is to carry out that objective. In other words, we are now working 
with the Bureau of the Budget and the Department of Defense to 
try to work out the language to carry out the intention of the com- 
mittee. It will involve, as we see it, a provision that if funds are 
advanced and allocated to the Department of Defense for certain 
items, that then at that point that must become an obligation of the 
mutual-security funds. Otherwise, if they are then merged in with 
the Department of Defense appropriation, we will not be able to trace 
our obligation from that time on. 

Senator Ferauson. Why should we try to trace it? If you order 
a truck and you get the truck, why de you want to follow this in all 
your obligations in raw materials, in the supplies, in the laboratory? 

Mr. Strassen. We never follow them into those things. But when 
we report to the committee we have to report as to the status of the 
things we have not yet received. It is, in other words, simply where 
you have ordered something and it has been delivered but this involves 
the question of the items that are on order but have not been delivered 
and what their status is. 

Senator Frereuson. We treat those as obligated if they have 
een —— 

Mr. Strassen. If you do, then we are all right, you see, and that is 
what has to be clarified in this proposed section of the law. 








MUTUAL SECURITY APPROPRIATIONS, 1954 839 


vow 


Senator Frreuson. I think it shows clearly what we are trying 

to do. 
Mr. Strassen. I believe you understand, we want to work with the 
committee and the Department of Defense to simplify the bookkeeping 
problems invo ved, but we must at the same time have the safeguards 
[; for the discharge of our responsibility in the mutual security program 
under the President and for the provision as to how we report to the 
next Congress as to the status of our funds. 

Senator Fereuson. If you will just report under this law that we 
are trying to get through, there will be no question about it. It will 
be obligated, if you have the material and you have paid for it, it will 
be an expenditure. That is what we are trying to do and we have 
tried to save thousands of accounts. 

Mr. Strassen. If it is that when these funds are turned over to 
defense that they at that point become an obligation of Mutual 
Security, even though the equipment has not yet been delivered, then 
I think it will work out all right. But I think it will require some 
redrafting from the stage in which it now is and we are endeavoring 
right now to work out with the Bureau of the Budget and they are 
consulting with the GAO and Department of Defense and ourselves 
as to the kind of language that will carry out that intent. 

Senator Frrcuson. I may say that the Budget knew about it and 
the Department of Defense knew about it. 

Mr. Strassen. But they did not consult Mutual Security before 
proposing it in the defense law and that is now being straightened out. 
I think that properly belongs in the mutual security law, but that is a 
detail. The proper thing is to get it in shape so that when we report 
to the next Congress, everybody will understand what we are reporting. 

Senator Ferauson. Having helped to draft this, I do not think you 
will have any trouble reporting to the next Congress if you live up to 
this law. Because it will make it clear once you put your money in 
there it is obligated. Once you get it out, it is spent. 

Mr. Strassen. If both Appropriations Committees understand that 
when our funds are then turned into these merged funds in common 
use and stock items, that then it is obligated, then we would have no 
problem like this billion three hundred million of deobligation that is 
causing us all our trouble and in fact is threatening to lose us some of 
the funds already programed and already scheduled right now in this 
Congress. That is the source of our real difficulty right now. 

Senator Frreuson. Now, this committee is about to close this 
hearing. We will allow you to insert in the committee during to- 
morrow any statements that you desire to put in. 

Mr. Srassen. Will there be some suggestions on the appropriation 
language? Of course I would be pleased to present a final statement 
on just how serious I think it is if a deep cut is made, particularly 
in some of these situations like the Latin American program, where we 
are trying to straighten them out and to build friendship and the 
Neat East critical picture and UNICEF that is so important. We 
will give a statement on those items. 





840 MUTUAL SECURITY APPROPRIATIONS, 1954 


Senator Fercuson. You feel that is a matter you wauv to file on 
rather than for us to question you much on, because it is an appeal 
from what the House did? 

Mr. Srassen. Yes. 

Senator Fereuson. And I think you will want to screen these hear- 
ings for anything that is security. There are some items that went 
in here this evening that after they were in, I thought maybe there 
would be a question of security. 

Mr. Srassen. Also, as you are about to close the hearings, Mr. 
Chairman, I would inquire, you recall that Secretary Dulles appeared 
in open session. There was some question of going into closed session. 
I really do feel that the committee might find it well to hear him in 
closed session briefly, even though it was for a brief statement tomor- 
row at some time. 

Senator Ferauson. I wonder whether or not he could be notified 
to deliver to us a statement and if he desires he will be permitted to 
come into a closed session and we will sit for him tomorrow. 

Mr. Strassen. Perhaps 2 o'clock tomorrow for a half-hour or 11:45 
tomorrow for a half-hour. 

Senator Fereuson. We will do that at 2 o’clock tomorrow and 
we do not want to limit the Secretary of State. 

Mr. Strassen. I meant that since he had appeared in open session, 
I think he could be quite concise in closed session on those items 
that he was inhibited on in the open session. 

Senator Frreuson. All right. If he wants to give us an open 
statement that is all right, too. I will leave it up to his descretion. 

So with that understanding, the committee will recess until the 
appointed time. 

A large amount of information pertinent to the hearing has been 
submitted to the committee and will be made a part of the record at 
this point. 

(The information referred to follows:) 


INFORMATION SUBMITTED 


1. Statement of Hon. Harold E. Stassen, Director, with annexes I through VI 
immediately following. 
2. Two letters from Hon. John Foster Dulles to Senator Bridges, dated July 22 
1953. 
3. Statement covering Thailand. 
4. Statement covering the Philippines. 
5. Statement on Dependent Overseas African Territories. 
6. Statement on Far East Dependent Overseas Territories. 
7. Statement on special economic aid in south Asia (India and Pakistan). 
8. Statement on technical cooperation program in the south and southeast Asia 
in fiseal year 1954. 
9. Statement on unexpended balances of technical cooperation programs under 
the Act for International Development. 
10. Statement on productivity and technical assistance, Europe. 
11. Statement on contributions to NATO international military headquarters. 
12. Statement on contribution to NATO civilian headquarters. 
13. Statement on contributions to NATO standing group. 
4. Statement on packing, crating, and handling and transportation. 
5. Statement on escapee program. 
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16. Statement on mutual security 1954 appropriation language with explanation 
of language changes. 
17. Letter from John W. Edelman, Washington representative, Textile Workers 
Union of America. 
18. Report of Division of Investigation, Senate Committee on Appropriations, 


on classification, assignment and promotion of personnel in MSA. 





STATEMENT SUBMITTED ON JuLy 22, 1953, By Hon. Haro.p E. Strassen, Director 
FOR Murvat Security, TO THE COMMITTEE ON APPROPRIATIONS OF THE 
Unrrep Srates SENATE 


Mr. Chairman and members of the committee, I am grateful for this opportunity 
to bring to your attention, and to discuss, the grave consequences to President 
Hisenhower’s fiscal year 1954 mutual security program of the actions recommended 
by the Committee on Appropriations of the House of Representatives. I can 
think of no better way to bring out specifically, and to impress upon you, the 
great importance of appropriating the amount requested by the President. The 
program submitted to the Congress is a balanced and integrated program. It has 
been carefully screened and repeatedly rescreened. It is designed, in its entirety, 
to further the security of the United States and to do so at the very minimum 
cost. 

The actions taken by the House committee are reflected in H. R. 6391 and the 
accompanying Report No. 880. For purposes of discussion these actions can 
be conveniently grouped into five separate categories as follows: 

1. Drastic reductions in the amounts requested to carry out the fiscal year 
1954 mutual security program. 

2. Failure to make provision for the continued availability of unexpended 
balances of prior appropriations. 

3. Failure to authorize the consolidation of unexpended balances with new 
appropriations for fiscal year 1954. 

4. Imposition of a crippling limitation on administrative expenses. 

5. Failure to deal with a number of technical administrative matters of some 
significance. 

I shall discuss each of these categories separately and in some detail, and I have 
also prepared as an annex to this statement, and propose to file with you, a still 
more detailed analysis on certain of these points. 


I, DRASTIC REDUCTIONS IN THE AMOUNTS REQUESTED TO CARRY OUT THE FISCAL 
YEAR 1954 MUTUAL SECURITY PROGRAM 


These reductions fall into two classes: First, reductions in the amounts of new 
obligational authority requested, and second, reductions in the amounts of un- 
obligated funds from prior year which can be carried over and will continue 
available in fiscal year 1954. With minor exceptions, no distinction need be made 
between these two different types of reductions in assessing the consequences of 
the House committee’s actions. Both equally represent reductions in the Presi- 
dent’s new program since his request for new obligational authority assumed, and 
was predicated upon, the continued availability of funds from prior years. 

These reductions total approximately $1.125 billion—or nearly 22 percent. In 
absolute terms, this constitutes a reduction of tremendous magnitude, but its 
full significance can only be understood by reference to the history of the prepara- 
tion of the President’s request. Only in this context is it possible to appreciate 
the kind of screening, evaluation, analysis and drastic paring down which went 
into the development of the program which is before you. I am therefore taking 
the liberty of briefly recallihg this relevant history to your attention. 

The requests received late last fall from the agencies participating in the pro- 
gram totaled about $10 billion, and were themselves sereened figures which were 
far below the analysis of requirements received from the field. As a result of the 
normal budget process these requests were reduced to $7.6 billion, the figure con- 
tained in President Truman’s budget of early January. After January 20, as a 
result of (a) extensive review by the National Security Council, (b) a second ex- 
amination of the problem by the Bureau of the Budget, (c) a thorough study of 
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our operations in 12 countries by a group of nearly 60 leaders of American in- 
dustry and finance, and (d) personal visits to Europe by the Secretaries of State, 
Defense, and Treasury and by myself, the program was further reduced, and as 
so reduced was contained in the request for approximately $5.8 billion, plus 
appropriations to cover local currency, which was contained in the program sub- 
mitted by President Eisenhower to the Congress. In other words, the program 
actually proposed was some $4 billion less than the program which the several 
agencies developed based upon requirements. 

But this was not all. The process of screening and rescreening continued, 
particularly in terms of prior programs. We were therefore subsequently able to 
report to the several authorizing committees that we had effected further savings 
in earlier appropriations which could, if—but only if—Congress authorized the 
continued availability of the funds saved, be applied to reduce the amount of 
new obligational authority required to fund the fiscal year 1954 program. These 
savings now total more than $450 million. Asa result of this fact and the changes 
effected in the enabling legislation, the appropriations request now before you is 
approximately 50 percent below the program first received by the Bureau of the 
Budget !ast fall. 

In discussing the specific effects of the House committee’s action with respect 
to the President’s fund request, I believe it will be useful to divide the request 
into three major segments: 

The first and largest segment, accounting for slightly under $4.6 billion or 90 
percent of the total, is directly related to the buildup of allied military forcees—the 
furnishing of military end items and training ($3.4 billion), contributions to 
NATO infrastructure and NATO central institutions ($200 million), and the 
provision of defense support and military production financing required to assist 
our allies in raising, maintaining, and producing indigenously equipment for their 
forces ($950 million). The action of the House committee in effect reduced this 
$4.6 billion to $3.7 billion, $2.6 billion for direct military assistance and NATO 
contributions, and $860 million for defense support and military production 
financing. 

The second segment, accounting for about $425 million, or roughly 8 percent 
of the total, consists of economic aid and technical assistance in the underdevel- 
oped areas. While such aid only occasionally and somewhat incidentally con- 
tributes to the creation of military strength as such, its importance to United 
States security is equal to, or greater than—particularly in the long run—the 
importance of military assistance. It is primarily intended to increase the pro- 
duction and standards of living in these areas, thus increasing their political and 
economic stability and helping them to play a progressively greater role in the 
trade, defense, and life of the free world. This aid is comprised of (1) about $140 
million in technical assistance (point 4)—assistance in the form of American 
technicians who carry American knowledge and know-how abroad, supplies and 
equipment required for training and demonstration purposes by these technicians, 
and grants for the training of foreign nationals in this country; and (2) slightly 
under $300 million for special economic assistance in a number of critical or po- 
tentially critical areas where the expansion of production, or the solution of 
fundamental and dangerous problems, is urgent and requires, in addition to 
technical assistance, modest amounts of capital that cannot be obtained locally 
or secured from abroad through private investment or from the regular lending 
institutions. The action of the House committee in effect reduced t he total of 
$425 million to $285 million—that is, by about $140 million or nearly 33 percent. 
Moreover, it reduced the point 4 component from $140 million to $72 million or 
about 50 percent. 

The third segment, and one which is closely related to the second, includes 
about $105 million in proposed contributions to various multilateral organizations 
or activities—the United Nations Korean Reconstruction Agency ($71 million), 
United Nations technical assistance ($12.75 million), the Organization of American 
States ($1 million), the Intergovernmental Committee for European Migration 
($10 million), international children’s welfare work ($9 million), and the payment 
of freight on voluntary relief shipments ($1.825 million). In addition, or in supple- 
ment thereto, there are 2 supplemental requests totaling about $14.5 million to 
cover past and current contributions for United Nations teehnical assistance and 
the United Nations International Children’s Fund. The House action reduced 
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the new request by about $40 million and the supplemental requests by nearly 
60 percent. 

I shall proceed now to deal in order with the detailed consequences of the House 
committee’s reductions in each of the foregoing segments. In making this assess- 
ment I want to call to the attention of the committee, and to stress as strongly 
as I know how, that each of these reductions, and the totality of the reductions, 
must be looked at from two standpoints: 

First, the extent to which activities in a program will need to be curtailed and 
the degree to which such curtailment will prevent or retard the attainment of the 
specific military, political, or economic objectives for which the program is 
designed. In other words, in the case of a military program, to what extent will 





' the reduction limit or postpone the delivery of the military equipment which 
c would otherwise be delivered, and how will this limitation or postponement affect 
i the rate of military buildup overseas, and thus the creation of physical strength 


in Allied forces? Or, to take another example, in the case of a program of mutual 

defense financing, to what extent, purely because of its economic effect, will the 

decrease in amount of such financing affect the capacity of proposed recipient 
| nations to raise and maintain forces? 

Second, the political impact abroad, and particularly in certain key countries 
and on certain central institutions of the free world, such as the North Atlantic 
Treaty Organization, the European Defense Community, the United Nations, ete. 
Even in cases where the physical consequences of a program cutback were not 
considered in fact to be serious (and I believe all of them are), the political damage 
9 may, gonetheless, be of disastrous magnitude. This damage arises, first, because 

other nations do not understand the complicated accounting system of the United 
States Government or the significance of the tremendous pipeline of unexpended 
funds, and, second, because these nations view the actions of the Congress as 
symptomatic of the general attitude of the United States toward various inter- 
national activities and institutions in which it is currently engaged—as an indica- 
tion of the character of America’s future participation in the solution of the most 
urgent problems of the free world—as a augur of the leadership or lack of leader- 
ship that this country is prepared to demonstrate in the free world. 


A. The military and military support programs 


1. The military program.—The military program suffered to the extent of 
$800 million. Since the fiscal year 1954 program fits onto, assumes the completion 
of, and takes a lower priority than the fiscal year 1953 and prior MDAP programs, 
we must view not only the cut in new obligational authority, but also the reduction 
in carryover, as reductions in the program for fiscal year 1954. In other words, 
some of the new obligational authority will need to be used to cover that portion 
of the prior program which we had previously intended to fund with the unobli- 
gated funds that the House committee refused to continue available. Therefore, 
a military assistance program of $3.548 billion has been reduced to a program of 
$2.748 billion for all areas of the world, with the European program, which suffered 
the largest cut, dropping from $2.172 billion to $1.568 billion; the Near East 
program from about $300 million to $230 million; the Far East program from 
$1.059 billion to $938 million; Latin America from $15 million to minus $6 million 
(in other words, a cutback of the fiscal year 1953 program); and the special- 
weapons program from $100 million to $50 million. Since certain “‘fixed charges’’ 
such as infrastructure, training, contributions to NATO, and the costs of packing, 
handling, crating, and transportation of military end items are not susceptible to 
substantial reductions in fiscal year 1954, virtually the entire burden of the cut 
will have to be absorbed by materiel funds. 

While the exact application of these reductions to specific countries and specific 
forces can only be determined after a detailed and careful study by the Joint 
; Chiefs of Staff in which the programs for all countries are reexamined, it can be 

said categorically that they mean, speaking illustratively, the following in terms 

of the military equipment which the funds will be inadequate to provide: 
(a) In Europe, effects may be described thus: the reduction on the Army side 
would be equivalent to the equipment for approximately 3 divisions, although 
| the equipment would in actual fact go largely to equip support units spread 
through all of the European countries; the cut on the Air Force side would elim- 
: inate about 250 vitally needed aircraft, including aircraft required for the activa- 
Fi tion of 4 new squadrons, together with important supporting equipment and 
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ammunition; the cutback on the Navy side (which would equal the total naval 
aid program for 4 of the European countries) would necessitate the deletion of 9 
minesweepers, 38 naval aircraft and large quantities of ammunition and vessel 
equipment, including such crucial items as minesweeping gear. 

(b) In the Middle Bast including Turkey and Greece, it would mean the 
elimination of four medium artillery battalions and motor transport for all support 
units, the deletion of bombs, rockets, and ammunition required for the Greek and 
Turkish Air Forces, and the curtailment of vessel delivery and repair, as well as a 
drastic reduction in our capacity to provide military assistance to other nations 
in the area of the Near Fast. 

(c) In the Far East, the reduction would reduce armor support by 3 battalions, 
limit the ammunition reserve, eliminate at least 1 squadron of aircraft and sup- 
porting equipment, and require deletion from the program of perhaps 7 vessels. 

(d) In Latin America, the entire proposed fiscal year 1954 program is eliminated 
and last vear’s program cut back—equivalent to the deletion of 3 AAA gun bat- 
talions, nearly 50 aircraft, and badly needed ship components and ammunition 
required to achieve and maintain an adequate standard of readiness in existing 
naval units. 

However, these illustrative program reductions in each area—reductions in the 
strength that our allied forces would otherwise have—do not begin to tell the 
whole story of the far-reaching consequences of the cuts. There are other con- 
sequences of hardly lesser importance. 

In the first place, a severe cutback in the projected offshore procurement pro- 
gram would very likely be necessary. Offshore procurement has proven ta be an 
excellent method to further the objectives of the overall mutual-security program. 
The dollars spent in offshore procurement not only buy end items of equipment to 
meet military requirements but also assist in establishing a sound economy in 
countries perticipating in this program. Since most of the offshore program is 
carried out in Europe, this means that a mobilization base is being created which 
could spell the difference between victory and defeat in the initial days of conflict 
should Russia attack the collective forces of NATO. The House committee 
reduction could mean a reduction of several hundred million dollars in the fiscal 
year 1954 OSP program. The effect of this reduction on NATO countries cannot 
be underestimated. It would have a substantial and obvious effect on the Euro- 
pean economy and retard the development of a European mobilization base. 

In the second place, the political repercussions abroad, particularly in Europe, 
are likely to be very great since it will appear, whether or not this be the intent, 
that the United States is faltering in its leadership and wavering in its willingness 
to participate as a full partner in the North Atlantic Treaty Organization. Nor 
can I underestimate the critical political, as well as military consequences, to our 
ability to deal with the difficult, dangerous, and urgent situstion in the Near East, 
of reducing, to the extent the House committee’s recommendations would require, 
our proposed military-aid program in that area; nor the political impact of appear- 
ing to withdraw support from our efforts to develop military strength in coopera- 
tion with our partners to the south. 

The House committee, in explaining its action, proceeded, I believe, on a num- 
ber of misunderstandings as to the actual situation. Its rationale related not to 
the validity of the reqirements presented nor to the desirability of filling these 
requirements, but rather to our capacity, based on prior performance and cur- 
rently available funds, effectively to utilize in fiscal year 1954 the total amount 
requested to fund these requirements. I must respectfully disagree with its con- 
clusion. While 1 recognize that reasonable men can differ as to the amount of 
lead-time financing that should he included in a program of this character, I 
believe a careful study of the testimony of the witnesses of the Department of 
Defense before your committee will convince you that no excessive lead-time 
financing has been included. At least four facts are important in this regard. 

First, this is not just an ordinary program of military equipment procurement; 
it is a mutual security program involving the procurement of military equipment, 
and this distinction is of great importance. For example, a substantial portion 
of this program is handled through offshore procurement, where the lead times 
are today much greater than they are in the United States. 

Second, this program has suffered materially in the past because it was forced, 
and properly so, to defer to the requirements of Korea, a fact that is largely 
responsible for the large unexpended balances. 

Third, the sizable unobligated funds from prior appropriations primarily repre- 
sent (to the extent they have not already been offered as savings and used to reduce 
the amount of new obligational authority requested) either the deobligation of 
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prior funds as a consequence of the Comptroller General’s recent ruling or com- 
mitments well along in the process of obligation—they all reflect screened require- 
ments, requirements whose fulfillment was assumed in developing the new program 
presented to you. 

Fourth, the House committee proceeded on the erroneous assumption that the 
authorizing committees did not have before them a full story as to the size of the 
unobligated and unexpended balances on June 30, 1954. Thus the committee 
said in its report (pp. 1-2): ‘‘Instead of the nearly $500 million unobligated 
balance as of June 30 brought to the attention of the legislative committees, a 
more recent and more realistic unobligated balance of $2.175 billion was presented. 
Thus the committee was confronted with a request for continued availability of 
nearly $1.7 billion more than was presented to the Congress on the passage of 
the authorizing legislation.’”” This, I believe, was a most unfortunate and serious 
oversight, since reference to the printed record of the hearings of both the Senate 
and House authorizing committees will disclose a detailed presentation in which 
the executive branch repeatedly indicated that there would be an unobligated 
balance of the approximate size which has in fact resulted and to which the House 
Appropriations Committee refers as “‘more recent and more realistic.’’ 

2. The mutual defense financing program.—Five items are involved in mutual 
defense financing. Two of these items, defense support for Formosa and Indo- 
china, and special financing of procurement for the conduct of the Indochina 
war, were untouched by the House committee. Two other items, aircraft produc- 
tion in the United Kingdom and ammunition and artillery production in France 
were each reduced from $100 million to $85 million. The House committee 
gave no reason whatsoever for these cuts, and I am at a complete loss to inderstand 
them Both of these programs were carefully worked out by Secretaries Dulles, 
Wilson, and Humphrey and myself with our counterparts in the French and Brit- 
ish Governments during the course of the recent NATO meeting. They both 
cover the production of urgently needed military equipment—modern jet fighters, 
ammunition and artillery—and were carefully considered in relation to the mini- 
mum requirements of those countries. The action of the House committee in 
this regard simply compounds, and increases the serious difficulties flowing from, 
the reduction which the committee also effected in the fifth item, defense support 
for Europe. This latter item which was reduced from $300 million (exclusive 
of local currency) to $250 million by the authorizing legislation, is reduced another 
$50 million. 

The cut in the amounts of mutual defense financing for Europe would seriously 
impair the objectives which the program is intended to accomplish in Europe. 
It would weaken the United States negotiating position vis-a-vis those countries 
and make it more difficult to obtain their full support for objectives which the 
United States considers of primary importance. In countries such as the United 
Kingdom and Turkey the cut would tend to reduce their level of defense effort. 
In the case of Greece it would increase the problem of economic stabilization. 
In the case of Austria with only a token amount of aid, the United States position 
on financial stability and East-West trade may suffer a serious setback. urther- 
more, in most countries affected by the cut essential imports from the dollar area 
such as foodstuffs, raw materials, and some machinery would have to be curtailed. 

The table below indicates the effect of the cut country by country. For this 
purpose it has been assumed that the cut will be prorated among the countries 
receiving aid. Although this distribution is illustrative only and does not neces- 
sarily reflect the eventual application of the cut it seemed to be the best approach 
within the limited time available. 
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This total may have to be further reduced by the East German food program 
of $15 million. A detailed discussion of individual country effects is contained 
in the annex. 


B. The program in the underdeveloped areas 


The impact of the House committee’s action falls most heavily and most 
seriously on this segment of the program, with a reduction that exceeds 30 percent. 
Basically, this reduction reflects, I believe, three things: First, in the case of the 
technical assistance programs, a misunderstanding as to the nature of, and the 
reasons for, the large unexpended but obligated balances of prior years’ funds; 
second, understandable concern as to whether, again in the case of the technical 
assistance programs, it will be possible, in the light of past performance and current 
levels of personnel, to recruit the number of technicians for which funds were 
requested; and, third, failure to give proper emphasis to the importance, in terms 
of both the long-and short-term security of the United States, of increasing the 
production in, and dealing with the basic problems of, the underdeveloped areas 
of the free world. The concepts involved are fundamental, and their acceptance 
and implementation are conditions precedent to any progress in the field of sub- 
stituting trade for aid and, in certain areas of the world, to any progress at all. 
We therefore strongly urge that all amounts requested be restored. I think 
you will understand why as I briefly summarize the effect which the House com- 
mittee action would have, and as you read the material on this subject in the 
annex. 

1. The technical-assistance program.—First, as to the technical-cooperation 
program which has heretofore been administered by the Technical Cooperation 
Administration. The reduction, about 50 percent, works especial hardships 
because the “unexpended balances’’ referred to as justification for the cut are 
fully obligated and very firmly committed to particular going programs by specific 
international-program and project agreements, leaving no free funds available 
for any new developments. All unobligated funds have already been subtracted 
from the Mutual Security request. This general situation is made very plain, I 
believe, in the special statement on the ‘‘Unexpended balances of technical- 
cecoperation programs under the Act for International Development’’ which has 
been submitted for the committee’s record. I also think that a detailed analysis 
of the status of funds in each country program, and particularly of the reasons 
for, and of the composition of, the unexpended balances in each such program, 
further clarifies the problem and indicates why, in spite of these balances, the 
full amount of new obligational authority requested is required. I might, how- 
ever, summarize | or 2 of the most important points. 

In financing joint technical-cooperation programs, obligation of a substantial 
amount of the funds is by formal budgetary action of two governments—so that 
host countries have generally already made full commitments of their own 1953 
annual budgets against the fiscal year 1953 program’s funds put up by the United 
States. Tnis year-by-year ‘‘matching’’ necessarily forces these other govern- 
ments to gage their own annual budget provision for joint technieal programs by 
the annual new funds made available by the United States Congress—particularly 
as most of them operate on a ‘‘calendar’’ fiscal year, which lags about 6 months 
behind ours. 

The House committee action, therefore, has the effect of cutting back the 
commitable United States contributions, on the basis of which current technical 
cooperation agreements might be jointly continued for another year, from a total 
level of $167 million for 1953 to only $72 million for 1954—amounting to cutting 
the going program by more than half. 

The drastic reduction would take effect just as most of the programs instituted 
under the Act for International Development—or reorganized after approval of 
that act—had first moved from the organizational to effective operational stage. 
Thus the number of field technicians authorized for fiscal year 1954 is actually 
only about the same overall magnitude as that originally envisaged for 1953. 
Extraordinary delays last vear in negotiating initial agreements with many of the 
participating countries, and personnel freezes, new clearance procedures, etc., 
made it exceptionally difficult to move forward rapidly during this transition 
period. Now that initial agreements have generally been signed and specific 

rojects are awaiting arrival of technicians and supplies, a slashing of the current 
evel of support tends to choke off the new program just as it has begun to roll. 
A number of participating countries have only recently secured parliamentary 
approval for substantial contributions of their own resources and finances to the 
joint program—sometimes for the first time in 1953. This generally involved 
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long drawnout and difficult political and fiscal decisions in the local situation. If 
the immediate reactions to such steps on their part is a sharp cutback in United 
States aid, how can native leaders maintain local political support for their own 
financing of the host government’s share for the new fiscal year—beginning this 
coming January? 

The cumulative results of a 50 percent cutback in the United States appropria- 
tion for fiscal year 1954—inevitably matched with at least some reduction in 
support from local budgets—would enforce curtailment of currently operating 
activities within about 6 months—or by early in 1954. By that time large 
numbers of individual projects undertaken during fiscal year 1953 will have 
exhausted working supplies and contractual services currently in the pipeline. 
The program will have to go into partial liquidation before it even reaches planned 
initial-operational levels. It will be difficult thereafter to obtain the increasing 
commitments from other governments which would raise the joint programs to 
the level which United States interests require. 

A more extensive discussion of the specific effects of these cuts on a region- 
by-region basis is contained in the Annex. 

Before leaving the TCA program, I think I should deal directly with one of 
the other principal reasons given by the House committee for its crippling reduc- 
tion in the executive branch request—a belief, based on past slowness in the 
recruitment of personnel, that the estimates for fiscal year 1954 were excessive. 
The recruitment of personnel has been slow in the past, for reasons already given 
to the committee, and the goal set for fiscal year 1953 was an unrealistic one. 
However, the real question is whether this prior experience should be considered 
a probable pattern for the future or whether the factors which occasioned this 
condition have been, or are well under way toward being, cured. I think the 
latter is the case. We consider our technician goal for fiscal year 1954 firm and 
attainable. Our average rate of recruitment over the past 3 months has ap- 
proached 75 per month. It should rise, particularly as we succeed in overcoming 
the administrative barriers that have so frequently delayed for such long periods 
the actual placement of personnel on the payroll. These delays have discouraged 
large numbers of able and willing prospects for assignment in technical posts 
abroad and, if we can reduce such delays to reasonable proportions, we should 
have the recruitment problem well under control. Therefore, I do not believe 
that past performance in this general regard can be considered a valid reason for 
not giving us the opportunity for going forward and endeavoring to implement 
the complete and very important program which we have proposed. 

Special reference must also be made to the serious, I would say grave, effects 
which would be likely to result in the event that reductions required by the 
action of the House committee on technical assistance funds for Asia and the 
Pacific should be apportioned on the same basis for the Philippines and Thailand 
as for the rest of the Asiatic area. These are discussed in detail in part III of 
the annex. 

2. The special economic program.—I believe the effects of House committee 
reductions in the special economic aid requests for the Middle East and South 
Asia, respectively $20 million and $19.5 million, will be obvious. Testimony 
given your committee on the situations in these areas demonstrated not only 
their importance to the security of the United States but also the urgency of 
moving forward rapidly toward a solution of some of their problems. Nothing 
impressed Secretary Dulles and myself more during our several trips abroad during 
the past winter and spring. The cuts proposed by the House committee materially 
reduce our capacity to deal effectively with their problems, as the annex attached 
hereto more explicitly indicates. 

By eliminating funds for the dependent overseas territories ($24 million was 
authorized and requested) all opportunity for commencing fundamental activities 
in the colonial areas of Africa and in Malaya are eliminated or, in any event, 
postponed. Certainly any postponement means, at the very minimum, a slowing 
of the important general process of building up the productive capacity and 
standard of living of the underdeveloped areas as a whole. I must express the 
same general conclusion with respect to the reduction of the basic materials pro- 
gram by $9,500,000. These two programs offer so much in the direction of 
building the kind of productive base and conditions in the free world which are 
essential to our security that I find it difficult to understand why they have not 
received full and enthusiastic support from all quarters. 


36234—53- —54 
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C. The multilateral program 


This chapter of the appropriation request contained five items. Two of these, 
ocean freight and ICEM, received no reductions. The other three, all U. N. 
activities, to wit, UNICEF, UNTA and UNKRA, were the subject of deep cuts. 
These cuts are so deep, particularly in the case of UNTA and UNICEF (as to 
which supplemental fiscal year 1953 as well as regular fiscal year 1954 appropriation 
requests are involved) that the very continuation of these institutions is directly 
and seriously threatened. The nature of these effects is described in detail in the 
annex, and I cannot stress too strongly the overriding importance of providing 
the full amount of both the supplemental and regular requests for both of these 
organizations. Certainly, the time when the Soviet Union has just offered to 
contribute $1 million to UNTA should not be a time when the United States should 
drastically curtail its support of UNTA and pursue a course which threatens 
directly to cripple the institution. In the case of UNICEF, I should also note 
that the principal reason given by the House committee for its failure to provide 
additional funds tor next year—the fact that final plans had not been made for 
the continuation of this activity beyond the end of this calendar year—has now 
been largely removed. ECOSOC, several days ago, voted unanimously to recom- 
mend to the General Assembly a continuation of international children’s welfare 
work—a recommendation which, if past experience is any indication, is tanta- 
mount to governmental approval in the General Assembly. 

In the case of UNKRA, the reduction of $20 million from a $70 million request 
is significant in three respects: first, because of its impact on the U. N. effort as 
such; second, because it makes impossible the fulfillment of a United States pledge 
of some 2 vears’ standing; and third, because in the light of the Tasca report, it is 
plain that the assistance involved in this request is desperately needed. 


Il. FAILURE TO PROVIDE FOR THE CONTINUED AVAILABILITY OF UNEXPENDED 
BALANCES OF PRIOR APPROPRIATIONS 


This is a technical matter, but one which has profound consequences, and it is 
quite possible that it represents an oversight on the part of the House Appropria- 
tions Committee. The nature of this problem requires a brief explanation. 
The executive branch requested that all unexpended balances of prior appro- 
priations be continued available for the same purposes during fiscal year 1954. 
This request covered both obligated and unobligated funds. The House com- 
mittee, in its markup, dealt only with the unobligated portion of this unexpended 
balance, clearly specifying the extent to which, if any, the unobligated balance 
in each separate appropriaton account should continue to be available. However, 
it failed to deal with, or even to mention, the obligated portion of the unexpended 
balances. This failure, in the case of the mutual security program, creates a 
very peculiar and difficult problem. 

As a part of the normal operations of the mutual security program, funds which 
have been obligated are frequently deobligated and then reobligated for the 
same or similar purposes. These deobligations are part of the customary process 
of doing business, and they normally reflect the kind of changes in program detail 
that are continuously required in the conduct of any large business; and particu- 
larly one embracing the kind of activities involved in the mutual security program. 
They may represent, for example, a change in specifications for items ordered, a 
downward adjustment in the price of items ordered, a shift from wheat to rice 
in an MSA program, a decision to substitute a new model for an old model in the 
MDAP program, etc. However, this process of deobligation and reobligation in 
fiscal year 1954 of fiscal year 1953 or prior funds cannot take place unless Congress 
specifies that unexpended balances of prior appropriations will continue available 
in fiscal year 1954. If no such provision is made and there is a deobligation, 
the funds covering the obligation lapse and must be returned to the Treasury. 
In other words, under the House committee bill, we must suffer further drastic 
reductions in our programs, or, alternatively, repeatedly and consciously carry 
on activities and deliver commodities and military equipment which, in the light 
of most recent information, will not be the activities, commodities, and military 
equipment that best meet the requirements. Funds are frozen. Decisions wise 
at the time they were made must be adhered to regardless of subsequent develop- 
ments, or funds will be wholly lost. We will sometimes be forced to deliver less 
desirable equipment or no equipment because we will not be permitted to 
substitute better equipment. 

Tais item because of its importance is further discussed in the attached annex. 
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ll. FAILURE TO AUTHORIZE THE CONSOLIDATION OF UNEXPENDED BALANCES WITH 
NEW APPROPRIATIONS FOR FISCAL YEAR 1054 


The mutual security program has been consistently operated under a system of 
cumulative accounting, whereby the unexpended balances of previous years ap- 
yropriations are merged and consolidated with each successive new appropriation. 
This practice, heretofore authorized by Congress, reflects the fact that we are 
dealing not with separate, easily segregated annual programs, but rather with a 
continuous program in which each successive annual component fits onto and 
carries forward the components for which financing was provided in previous years. 
From an accounting standpoint, the House committee’s action creates a virtual 
nightmare. It will require the establishment of a large number of new accounts 
at a tremendous additional and unnecessary administrative expense. It will also 
involve a substantial increase in fiscal personnel, and at the very time when the 
executive branch and the Congress are endeavoring to reduce the costs of adminis- 
tration. It will also make it far more difficult to determine the exact status of 
programs. Again, because of the importance of this point, it is discussed at greater 
length in the annex to this statement. 


IV. ADMINISTRATION EXPENSE LIMITATION AND RESTRICTED CEILING ON HIGHER 
GRADE PERSONNEL 


The House Appropriations Committee cut in administrative funds from $68 
million to $57.5 million will prejudice the effective administration of the mutual 
security program. 

It will prevent the adequate manning of military missions in new and key coun- 
tries. It will reduce the MSA and TCA country missions below the safe level of 
staffing required to assure that United States aid goes for the purposes for which 
it was intended, and to assure that United States funds are efficiently managed. 

The administrative estimate for 1954 represented a reduction of 10 percent in 
personnel below 1953 levels. The additional House Appropriations Committee 
cut of 15.4 percent will result in an additional reduction in personnel of 23.2 per- 
cent below the budgeted number, since the reduction must be spread over 9 rather 
than 12 months due to the time and costs required to notify employees and trans- 
port them home. 

Specifically, reductions would have to be made in MSA and TCA employment 
as follows: 





Effects of Percentage 
Actual em- poe House Ap- Revised reduction 
Direct employment ployment, y propriations | June 30, 1954,| from budg- 





Jan. 31, 1953 | a lk Committee | employment | eted employ- 








| cut ment 
sien neenicaiianel - |-— - . — eens al dase incense 
MSA-TCA, Washington. -_. r 1,741 1, 484 | —316 1, 168 21.3 
MSA, European missions | 406 311 | —92 219 | 29.6 
MSA, far eastern missions_- 92 103 | —27 76 | 26. 2 
ye er eee 286 | 359 —88 | 271 | 24.5 
Total, direct..:.....-.....5) 2, 525 2, 257 | — 528 1, 734 | 23.2 





As of June 30, 1953, 135 mutual securitv program employes were receiving 
basic salaries of $12,000 or more from administrative funds. In addition, as of 
June 30, there were 26 vacant positions at $12,000 or more. The two-thirds 
proviso, if applied, would put a ceiling of 89 on these jobs—a cut in authorized 
positions of 44 perceat. The executive direction and top technical work of th2 
mutual security proyram operating in Washington and 55 overseas countries, 
therefore, would have to be provided by no more than 89 such positions. 

The combined effect of the administrative fund cut and the limitation on the 
numbers of people who can be paid salaries of $12,000 or more per year will 
be crippling to the mutual security program. This action comes at the most 
critical possible time—just when a new Foreign Operations Administration is 
about to come into being under Reorganization Plan No. 7. It is fair to say that 
such drastic action by the Appropriations Committee at this critical time will 
do much to weaken one of the most vital programs of the new administration. 

Further detai's on the effect of this action are provided in the annex hereto: 
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Vv. OTHER ACTIONS BY THE HOUSE COMMITTEE 


Other actions by the House committee, while significant, are largely technical 
in their nature, and therefore our discussion of them is confined to the annex. 
They involve primarily changes in, omissions from, or additions to the appropria- 
tions language recommended by the executive branch, copies of which have been 
supplied to this committee. 

In closing, may I again thank you for the opportunity to present my views on 
the effects of the actions proposed by the House committee. I believe deeply 
in the mutual security program and I am convinced that the appropriations re- 
quest presented to you by President Eisenhower, with the unanimous support 
of the Secretary of State, the Secretary of the Treasury, and the Secretary of 
Defense reflects the amount of funds required effectively to carry the program 
during fiscal year 1954. I therefore earnestly ask that you restore each of the 
reductions made by the House committee and take those other actions with 
respect to appropriations language which I have emphasized above or which are 
discussed in the annex. 


ANNEX TO STATEMENT SUBMITTED ON JULY 22, 1953, By Hon. HARo.p E. Strassen, 
Director FOR MUTUAL SECURITY, TO THE COMMITTEE ON APPROPRIATIONS OF 
THE UNITED STATES SENATE 


Detaiied analysis of certain actions taken by the House Committee on Appro- 
priations with respect to the executive branch’s request for the fiscal year 1954 
mutual security program 


I. REDUCTION IN FUNDS FOR MUTUAL DEFENSE FINANCING—DISCUSSION OF 
COUNTRY-BY-COUNTRY EFFECTS 

Austria 

The proposed $6.8 million cut in aid to Austria would have the result of de- 
creasing coarse grain purchases from the United States and possibly increasing 
the dependence of Austria on the Soviet bloc. Under the assumption of $20 
million of aid in fiscal year 1954 it was estimated that about $15 million, or three- 
quarters of the total, would be used for the purchase and transportation of feed 
grains from the United States. Since there are no surpluses of coarse grains 
available in Western Europe, Austria must turn to either the United States or 
the Soviet satellites. Austria’s dollar reserves will be tight during fiscal year 
1954 and the satellite countries are offering increasingly attractive terms on 
coarse grains. Thus Austria will be under pressure to procure this commodity 
from the East. If the Austrian economy becomes dependent upon the East for 
important commodities, it will be difficult for the Austrian Government to resist 
the demands of the satellites for strategic commodities. 


Greece 

The political consequences in Greece of further cuts in aid, even if apparently 
small, will be serious. Greek aid requirements have been reduced as fast as 
possible and the government has undertaken a vigorous, basic financial stabili- 
zation program. This program, which has involved sharp reductions in about 
every form of government spending except military spending, is a bitter political 
issue. The proposed fiscal year 1954 aid level is already a sharp reduction and 
would be regarded by some quarters in Greece as foreshadowing withdrawal of 
U. S. support and reflections upon the efforts of the present government. A 
further reduction would tend to (1) make extremely difficult the job of the present 
government which has made every effort to cooperate with our Government in 
all fields and (2) subject it to extremely strong political pressures for concessions in 
the form of a reduction in the military effort and the relaxation of the stabilization 
program. 

As far as the Creek import program is concerned the reduction in fiscal year 1954 
aid to Greece is likely to result in an equivalent reduction in wheat imports from 
the United States, since the reduction in dollar availabilities cannot be made 
good by alternative dollar earnings and Greek free dollar reserves are relatively 
low. 


Turkey 


The proposed reduction in defense support aid to Turkey from $50 million to 
$34.6 million would seriously reduce the effectiveness of Turkey’s large military 
forces. These forces depend on continued expansion of the Turkish national 
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product to provide substantially increased budgetary revenue and to augment 
foreign exchange earnings. Results of the economic development to date have 
permitted a steady increase in annual outlays for defense, approximating 40 
percent of the total budget. Although Turkish national income is rising faster 
than that of any other country in the Atlantic Community, the Turkish economy 
is not yet at the point where it can sustain the heavy burden of military mainte- 
nance and operating costs brought about by the modernization of Turkish forces, 

About one-half of the proposed aid reduction would fall on imports directly for 
military use, e. g., POL. the remainder would affect imports of machinery and 
technical know-how for economie development. The program to strengthen the 
economic base needed to enable Turkey to assume a growing share of its military 
costs, and thereby reduce its dependence upon the United States, would receive a 
serious setback. Since all of the MSA defense support aid has been programed 
to relieve bottlenecks which are currently handicapping the military program 
directly or indirectly, the effect of the proposed cut would be several times greater 
than the actual reduction in imports. 


Yugoslavia 


The recent severe drought left Yugoslavia with virtually no stocks of raw ma- 
terials and food, and the illustrative MSA aid figure of $45 million covered only 
minimal imports. The proposed reduction in this figure would seriously limit 
Yugoslavia’s ability to import commodities essential to support the economy and 
maintain its defense effort. It had been envisaged that with an aid figure of $45 
million Yugoslavia would import about $17 million worth of cotton (of which 
about $4 million would be used for the Armed Forces) and about $10 million of 
wheat and fats. A substantial part of cut would have to be absorbed by these 
commodities and would thereby reduce already low consumption standards and 
affect the level of economic activity. This might endanger the continued fulfill- 
ment of the country’s defense plans, by weakening the ability of the Yugoslav 
people to resist Soviet blandishments. Stea importantly, the proposed cut would 
substantially reduce the influence of the United States on Yugoslav attitudes and 
economic policy, and thus set back United States efforts to hasten the trend 
toward relaxation of direct controls which has been evident over the past few years. 


West Berlin 


The illustrative reduction in United States financial assistance to West Berlin 
from $15 million to $10.4 million would have a direct impact on United States 
strategic objectives. Of almost equal importance would be the psychological 
effect of such a reduction. The continuing contrast between life in West Berlin 
and existence in East Berlin and the East Zone has doubtless been a general factor 
contributing to the recent unrest in the Soviet area. The assistance planned for 
fiscal year 1954 is designed to insure that this contrast remains sharp by helping 
to solve the economic and social problems created by the vast flood of refugees 
to West Berlin, the last escape route to the West from behind the Iron Curtain. 
A decrease in our ability to help process and transport to West Germany the great 
bulk of these refugees or to ameliorate the living conditions of those few who must 
remain in West Berlin has the direct effect of reducing this contrast. 

One of the major values deriving from United States assistance to West Berlin 
refugees is the expression of continuing United States interest which it provides. 
In this connection, it is important to emphasize that the prompt response of the 
United States to recent developments in Berlin and East Germany illustrate the 
paramount need for program flexibility in West Berlin in order to capitalize on 
favorable situations or to avert the worse consequences of unfavorable ones. 


Italy 


The illustrative cut in the Italian defense support program would affect the por- 
tion of the program which is designed to contribute resources to advance the pace 
of development in southern Italy, and Italy’s ultimate capacity to support an 
adequate defense effort and would seriously impair its initial effectiveness. In 
view of the severe budgetary pressures faced by the new government, now facing 
its first parliamentary test, and the considerable difficulties in allocating its re- 
sources. The decrease in support from the United States may well precipitate 
an exaggerated issue over the continuation of heavy defense expenditure. The 
reductions in military funds which cannot help but affect the OSP program for 
Italy and the resulting reduction in equipment availabilities would unsettle the 
military planning base and would be interpreted as reflecting a United States 
judgment of reduced need for defense activity which European governments would 
be quick to follow. 








852 MUTUAL SECURITY APPROPRIATIONS, 1954 


On the import side the potential reduction in dollar availabilities from the 
reduced new obligational authority and the probable reduction in OSP will neces- 
sarily be reflected in Italian import policy. An important fraction of Italian 
imports, approximately one-fourth, has been originating in the dollar area. Italy 
is a heavy iiporter of such key United States export products as cotton and wheat 
and must also buy substantial quantities of machinery from the United States. 
Reduced availability of dollars also increases the pressure for obtaining supplies 
from behind the Iron Curtain. Italy’s heavy dependence upon trade with other 
western European countries, which constitutes over half of its merchandise trade 
make it highly vulnerable to alterations in their trade and payments policy or 
changes in the domestic economy of the other participants such as might be ex- 
pected to occur in reaction to the aid reduction. 


France 


The fiscal year 1954 aid program proposed for Franee was designed as the 
minimum required to achieve in France the objectives of the mutual security 
program. The program reflected the unique situation of France among European 
countries in that it is conducting an extensive overseas military campaign while 
simultaneously enlarging its forces for the defense of the NATO areas. Section 
102 proposed $100 million as special financing for artillery, semiautomatic weapons, 
and, principally, ammunition. The cut of $15 million, or 15 pereent, from this 
program will result in a reduction of at least that amount in the value of military 
production and an even larger reduction in terms of quantity as smaller orders 
in many cases will mean higher unit costs. The level of military production will 
also be affected by the reduction that can be anticipated in OSP orders as a con- 
sequence of a cut in funds appropriated for military end-items. French budgetary 
resources are inadequate to compensate for these reductions in United States 
financial assistance. With the current precarious state of France’s gold and 
dollar reserves any prospective reduction in dollar aid is likely to set back the 
implementation of a more adequate dollar import program. The greatest impact 
of the reduction will probably be felt in the agricultural sector, namely, cotton, 
tobacco, and corn. 

United Kingdom 

The action of the House Appropriations Committee, reducing the funds avail- 
able for foreign aid, would result in a reduction of about $30 million in the pro- 
posed defense support program, and $15 million in the proposed special jet air- 
craft program, a total reduction of $45 million. Added to this will be reduced 
receipts from the proposed OSP program, a result of the cut in military aid funds. 
While it is not possible to determine, at short notice the exact amount of the 
reduced earnings from this source, the reduction will be sizable and, in econjunc- 
tion with the $45 million reduction in the direct aid programs, will reduce United 
Kingdom dollar receipts substantially. 

Even under the aid program submitted to the Congress it was estimated that 
United Kingdom dollar reserves would decline by about $15 million in fiscal 
year 1954. A reduction in the program would have potential effect of further 
reducing their gold and dollar reserves. The precariousness of the balance of 
oavyments position is such that any significant threat to their reserves would 
orce the British to take countermeasures. Such measures are pretty much 
limited to import restrictions. Under a British program of reducing dollar 
imports, the direct effect would be a reduced flow of many United States com- 
modities now in surplus, particularly since some of the aid reduction is taken 
from the proposed financing of United States grains and cotton. The indirect 
result, and more important to our own military security, would be a reduction 
in internal British resources which could be devoted to defense. The potential 
reduction in the British military strength is partly a direct result of reducing 
the funds available for the proposed United States financing of their production 
of jet aircraft. 


Il. REDUCTION IN FUNDS FOR PROGRAMS OF THE TECHNICAL COOPERATION ADMINIS- 
TRATION—-REGION-BY-REGION ANALYSIS 


A. Near East and Africa 
Technical assistance: 


Amount requested by Administration. .__-.._....___.------ $43, 792, 000 

Amount recommended by House committee ___-_____.------ 24, 000, 000 
Special economic aid: 

Amount requested by Administration - -----.-..-..-----..-- 140, 000, 000 


Amount recommended by House committee - - - - - 
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Any lessening of the technical-assistance expenditures in Iran at this critical 
period would so seriously endanger the interests of the United States as to be 
inadmissible. Therefore, for reasons of national security, we must maintain 
the Iran program at the going rate or $13,907,000 for technical assistance; plus 
certain special economic-aid funds for those projects essential to Iran’s economic 
development not within the purview of the Act for International Development. 
This would then leave only $10 million for technical-cooperation programs in 7 
Arab States, Israel, and the 3 independent States of Africa, Ethiopia, Libya, and 
Liberia, as compared to $29 million for fiscal year 1953. 

While maintaining the going rate of expenditures in Iran this cutback would 
amount to a near repudiation of the heretofore strongly expressed United States 
desire to further the economic development of other countries in the Near East. 
It would eliminate the undertaking in Egypt, for example, of programs planned 
for 1954 to lessen urban unrest, such as demonstrations of improved housing 
using local mud and bitumen. It prevents additional assistance to aid Egypt 
in the development of the High Aswan Dam as a project for international financ- 
ing. It would eliminate any hope of undertaking a cooperative program with 
the Government of Saudi Arabia to develop water resources on the Central 
Plateau to settle the restless Bedouin tribes. 

The money requested in 1954 for United States technicians, estimated at 
$12,600,000, is a realistic minimum based upon two factors: (a) the technicians 
requested for 1954 represent commitments made in fiscal year 1953 in signed 
program agreements by which the United States agreed to furnish the technicians 
necessary to carry them out; (b) a recruitment rate based upon experience during 
fiscal years 1952 and 1953. 

On June 30, 1952, there were 282 technicians on the rolls and on June 30, 1953, 
we estimate that there were 640 positions filled, an increase of 358 during fiscal 
year 1953. We are projecting for fiscal year 1954 at approximately the same rate 
of recruitment. In estimating the costs of the technicians’ staff in fiscal year 
1954, we have applied a severe lapse rate of all new positions; only 50 percent of 
the salaries and allowances for such positions have been included in the appro- 
priation request. Thus, the balance remaining after Iran, will all be virtually 
absorbed in technician costs. 

Unless there is a restoration of the program requested for fiscal year 1954, the 
effect upon our relations in the Nea: East could be serious for the reasons described 
by executive branch witnesses in executive sessions of the committee. 

The cut in the special economic programs would probably require a serious 
revision in the program for Iran, and unless Israel’s requirements for dollar aid 
are materially less than we now anticipate, the reduction will make it more 
difficult to solve the ever-present problems of relating on equitable terms the 
volume of funds available to Israel on the one hand and the Arab States on the 
other. 

B. South Asia 
Technical assistance: 


Amount requested by Administration --_ - - —_- ; , . $49, 100, 000 

Amount recommended by House Committee. _____- L 22, 000, 000 
Special economic assistance: 

Amount requested by Administration—-_—_---- --- _....... 94, 400, 000 


Amount recommended by House committee__............... 75, 000, 000 


The House Appropriations Committee action would reduce the funds for tech- 
nical cooperation in the Asia and Pacific region by $39 million! and for special 
economic assistance for India and Pakistan by $19.4 million. These euts repre- 
sent reductions respectively of 54 percent and 20 percent in the magnitudes 
recommended in the authorizing legislation. The impact of these cuts would be 
concentrated in the two largest country programs, India and Pakistan, 

In India, the impact of the House cuts would fall most heavily on the program 
which the United States is most anxious to encourage: namely, the community 
development. program. Over $8 million of United States support was proposed 
under the technical assistance authorization in fiscal year 1954 for this program 
and the Indian Government planned a rupee expenditure of over $56 million. 
The 54-percent cut in Act for International Development funds for India would 
reduce total community development funds by more than 75 percent, because 
the level of community development activity depends not only on the availa- 


1 The House committee report only shows a decrease in the funds for technical assistance in the Asian 
region of $29 million. Actually the cut made by the House is $39 million beeause of the fact that authority 
is not contained in the House bill to use $10 million of funds presently obligated in Burma which will be 
deobligated during the fiscal year 19M. 
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bility of dollar funds for technicians, training, and supporting supplies under the 
technical assistance programs but also on the sales proceeds of rupee generating 
commodities imported under special economic aid. The reduction of fertilizer, 
steel, copper, and sulfur imports under special economic aid would thus also 
impinge on the community development program by reducing the availability 
of rupees to meet the large local costs of this program. 

In addition to the impact on community development, the House cuts in the 
India technical assistance program would reduce by more than 50 percent con- 
tracting for exploratory tube wells, for intercollege associations between India and 
American universities, and for engineering services connected with irrigation 
projects and industrial development. 

The special economic aid cuts made by the House would also reduce the area 
irrigated by new tube wells by 120,000 acres and the area irrigated from river 
valley projects by over 1 million acres. 

The 5-year plan has become a political symbol in India and such extensive 
cuts would reduce substantially the effective work which it is necessary to have 
done during the critical period of 3 years which remains. It is essential that 
the fiscal year 1954 program be in the amount authorized so as to meet the need 
for a rising rate of development, if India’s 5-year plan goals are to be met in the 
next 3 years. The next general election will have to be held in late 1956, which 
means that there is a great time urgency in making progress. Both the Congress 
Party leaders in India and the Communist dictators in China are striving for 
economic progress for their people. There exists in a sense, therefore, a com- 
petitive test of systems—a free democratic one versus an autocratic Communist 
one—which is being watched in Asia and the whole of the free world. Not only 
the fate of a billion or more people in Asia rests on the outcome, but also our own 
vital interests. In this conflict of ideologies we should not accept too great risks 
as to the outcome. The level of aid provided by the authorizing legislation is 
the lowest consistent with the risks involved. 

In Pakistan the heavy cuts in the technical cooperation program would dis- 
proportionately impinge on village development for the same reasons already 
cited in India. In addition, the cuts in both technical assistance and special 
economic aid would tend to perpetuate the agricultural conditions in the Punjab 
which have recently led to a grant of $70 to $100 million in food grains to meet 
an emergency famine in Pakistan. Early improvement in agricultural conditions 
is absolutely essential if Pakistan is to survive as a country with free institutions. 
The wheat deficit of 1.5 million tons estimated for this year is an indication of 
the need for better methods and more water. The United States, in recognition 
of the importance of Pakistan to the free world and of the decisive interest we 
have in Pakistan, has granted up to 1 million tons to meet this situation, but the 
Congress made clear that strenuous efforts were to be made to bring Pakistan 
to a state of self-sufficiency... The Government of that country is making every 
effort to do so and this country should join in that effort at least to the extent 
provided for in the authorizing legislation. There is now in power a new govern- 
ment, headed by Mohammed Ali, former ambassador to the United States, which 
is strongly pro-United States. This government faces grave problems, among them 
a critical economic situation involving not only food but also financial resources. 
Our assistance can be decisive in making possible an increase in the stability of this 
friendly country. This undue reduction in the proposed program recommended 
by the House committee would mean the acceptance of too great a risk as to 
the outcome. 

C. Latin America 


Amount requested by administration______________-____-------- $24, 342, 000 
Amount recommended by House committee__...._.____-_------- 15, 000, 000 


Latin American has never been granted special economic assistance. These 
countries look to the technical cooperation program as the source from which to 
obtain the “know-how” required to build their economies, relying on private and 
loan sources for capital investment. Their own contribution to joint programs 
in 1953 was nearly $2 for every United States dollar. 

An appropriation of $15 million for technical cooperation for Latin America 
is a decrease of nearly 40 percent from the amount requested in the President’s 
budget for the 1954 fiscal year and a 30 percent reduction from the approved 
program for the fiscal year ended June 30, 1953. As a matter of fact, the proposed 
$15 million is 16 percent less than the 1952 obligations. This means that a 
substantial cutback will be required in established programs which were in opera- 
tion Over a year ago. 
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Approximately one-half of the unexpended balance of $10 million on June 30, 
1953, represents obligations for services rendered for which invoices have not been 
received such as freight and passenger bills for transportation of United States 
technicians, their goods and effects. Most of the balance represents future 
payments to joint funds in accordance with the schedule of payments included in 
program agreements between the United States and Latin American countries. 

After the President’s budget was submitted to Congress, the executive branch 
announced that the program in Bolivia would be increased by $2 million as one of 
the steps to be taken to relieve Bolivia’s critical economie situation. Assuming 
that the administration is committed to a $3% million program for Bolivia 
($1,476,500 plus an additional $2 million), only $11,500,000 would remain for the 
remaining 19 Latin American programs. This would necessitate a 50 percent 
reduction from the 1954 estimate for all countries except Bolivia. The effect on 
going programs would be immediate and drastic because obiigations (except for 
Bolivia) would be cut 30 percent below the 1952 level. 


Ill, REDUCTION IN FUNDS FOR PROGRAMS FOR THE PHILIPPINES AND THAILAND 


A. Thailand 


A 50 percent reduction in the proposed Thailand program for fiscal year 1954, 
bringing it down to $2.5 million of new obligational authority, would have the 
following impact: 

(a) Elimination of all new activities in fields other than agriculture and public 
health, thus giving up plans to expand technical training, public administration 
activities, and other institutional improvement; and 

(b) Some reduction even in continuing assistance to agriculture and public 
health (which account for $3.3 million of the proposed $5 million program). 

Since the program was substantially reduced prior to presentation to the 
Congress, a further cut would have seriously damaging effects on both United 
States political and economic objectives in Thailand. 

(a) Funds made available for obligation have been reduced each year since 
inception of the program: $8.9 million in fiseal year 1951; $7 million in fiscal year 
1952; and $6.2 million in fiscal year 1953, and $5 million proposed for fiscal year 
1954. 

(b) The fiseal year 1953 program, originally planned at $7 million, was volun- 
tarily cut by MSA to $6.2 million, taking into account the problems of slow im- 
plementation emphasized by the committee. In this reduction to $6.2 million 
and the further reduction to $5 million proposed for fiscal year 1954, program 
personnel were cut below the level already in the field during fiscal year 1953, and 
activities assisted by MSA were reduced in number and concentrated on relatively 
few projects of key importance to the development of the Thai economy. 

(c) The $5 million of new obligational authority proposed for fiscal year 1954 is 
barely adequate to permit the maintenance of a small program of demonstration 
projects and technical assistance needed as a catalyst to promote the use of the 
country’s own resources for economic development. It would not be adequate if 
there were not a substantial pipeline carried over from fiscal year 1953. 

(d) A 50 percent reduction, resulting in a $2.5 million program for fiscal year 
1954, would so limit new obligational authority that virtually nothing could be 
contemplated except technical assistance to help utilize supplies already in the 
pipeline. In effect, the program would thus have to revert immediately to mere 
liquidation of past project commitments. 

(e) MSA assistance has always been small as a contribution to the Thai economy 
but large as a symbol of United States support. In substantial measure because 
of Thai awareness of United States backing, Thailand has been giving overwhelming 
support to the free world side, including sending troops to Korea. In this con- 
nection, one should note that Communist forces have recently, for the first time 
invaded adjacent Laos in strength. In this emergency, the importance of con- 
tinuing United States economic assistance on a reasonable scale is enormously 
increased. 

(f) The Thai Government has effectively administered projects receiving 
United States assistanee. Still more significant, it has appropriated a substantial 
amount of its own revenues for activities similar to those on which MSA aid has 
been concentrated. It would seem unwise to make more than a gradual cut in aid 
at a time when previous expenditures are beginning to bring a gratifying return 
but before their full results have been achieved. 
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B. Philippines 

Reduced total of $8,500,000 would require the following reductions: 

(a) Deletion of harbor development, water control, and industrial projects, 
totaling $3,917,000. 

(6) Elimination or reduction of equipment and supply components of food 
production, rural sanitation, vocational training, and rural development projects, 
totaling $4,583,000. 

The consequences of such a drastic cut would be damaging in several respects 
and likely to be disastrous in others. It is of particular consequence in the 
Philippines because the considerations and criticisms made by the committee had 
already been applied to the Philippine program by administrative decision and 
action. 

(a) Delayed implementation of the program was recognized early in fiscal year 
1953. Firm corrective action was taken to overcome the difficulties in planning 
and carrying out authorized projects. However, in order to avoid excessive 
obligations which could not be liquidated, the planned program of $30 million 
was cut by MSA to $18 million (a cut of 40 percent). Furthermore, the proposed 
fiscal year 1954 program was limited to $17 million, which is 40 percent below 
that initially presented to the Bureau of the Budget. This is geared to, and has 
been presented to the Philippine Government, as a longer term approach to 
Philippine economic development, at a rate much slower than that contemplated 
when the program was agreed upon and initiated. 

(b) Cumuletive obligations through June 30 (including $15 million available 
only for April-June 1951) totaled $67 million. All of these funds had been 
firmly obligated by June 30, and 60 percent had been expended. 

(c) Program personnel (including contract technicians) planned for fiscal vear 
1954 are 194, which is only slightly more than the 187 personnel who were actually 
in the field in fiscal year 1953. "The committee compared the entire year figure 
for fiscal year 1954 (a head count of all persons employed during the year) with 
the number actually on duty in the field on June 30, 1953. The two figures are 
not comparable inasmuch as many experts were hired for short-term assignments 
only, and had deperted during the course of the year. The comparable figures 
are those cited: 194 planned for fiscal year 1954 as compared with 187 on duty 
during fiscal year 1953. 

The concrete effects of a severe reduction on the nature and effectiveness of the 
program in meeting its obligations, would be severe: 

(a) It would change the whole character of the MSA program, from that under 
way, and to which the Philippines agreed in the bilateral agreement of April 1951. 
The Philippines program is not a limited technical assistance effort. It was not 
designed as such, and the Filipinos did not agree to it on that basis. The current 
program is built upon the recommendations of the United States economic sur- 
vey mission (Bell mission of 1950) which called for a comprehensive program of 
economic and technieal assistance amounting to $250 million in grants and loans, 
over a period of 5 years. Reductions made since have not been changes in the 
type of program, but rather a stretchout of development in closer relation to 
Philippine ability to utilize United States assistance. 

(6) It would cause cancellation or crippling limitation of key projects, and re- 
duce the possibility of achieving essential objectives. Those projects cited above 
for deletion or curtailment are considered critical components and each is directed 
to overcoming a serious economic bottleneck, preventing further development. 
Without them it is doubtful whether it would be possible to stimulate a develop- 
ment process capable of continuing under its own momentum, when United States 
aid is no longer available. 

(ec) There would be little possibility of developing a comprehensive country 
program. 

The political impact of the eut would be tremendous: 

(a) The United States has a special political relationship with the Philippines. 

(b) It would indicate diminished United States interest in Asia. 

(ec) Philippines might consider it failure to carry out Quirino-Foster agreement. 





; 
; 
; 
t 
i 


bala hs 


A ATR aE ihn Maio sant 


— 





ce tthe Bie 


MUTUAL SECURITY APPROPRIATIONS, 1954 857 


IV. FAILURE TO PROVIDE SUPPLEMENTAL FUNDS IN FISCAL YEAR 1953, AND TO 
PROVIDE THE FULL REQUEST FOR FISCAL YEAR 1954, FOR MULTILATERAL TECH- 
NICAL COOPERATION 


A supplemental appropriation of $4,595,812 was requested to permit the United 
States to contribute the balance of its pledge of $12,767,145 to the calendar 
year 1953 expanded program of technical assistance of the United Nations. 
The program is supported by the voluntary contributions of governments and 
the United States pledge was made subject to appropriation of the necessary 
funds. An appropriation of $12,750,000 was requested as a United States 
contribution to the calendar year 1954 program of the United Nations. 

The recommendations of the House Appropriations Committee allow no funds 
with which to fulfill our pledge to the calendar year 1953 program, and include 
only $4,250,000 as a United States contribution to the calendar year 1954 pro- 
gram. The amount of $1,000,000 requested as a United States contribution to 
the technical cooperation program of the Organization of American States is 
recommended for appropriation. 

If the recommendations of the House committee are accepted, the effect 
on the current year United Nations program will of course be most immediate 
and most drastic. Estimated obligations of something over $25,000,000 were 
anticipated, with approximately $21,300,000 taking the form of ‘new money”’ 
pledges and the balance being supplied from prior-year carryover. 

If $4,595,812 of the United States pledge is not to be paid, it is expected that the 
United Nations would find it necessary to freeze the program where it now stands 
midway in its 12-month course. No new experts would be sent to the under- 
developed countries and no new fellowships or scholarships would be awarded. 
In all likelihood, the assignments of certain experts now in the field would have to 
be shortened. This minimum effect assumes that other countries fulfill their 
pledges regardless of the failure of the United States to do so. If other countries 
should follow suit, the effect would of course be even more damaging. 

While the immediate effect on the 1953 program is most apparent, the conse- 
quences of a slashing of United States support for the calendar year 1954 program 
to $4,250,000—a two-thirds reduction—are even more critical. The United 
States and other free world countries, including the underdeveloped countries 
themselves, have excoriated the Iron Curtain countries for their failure to support 
their ‘‘word” of concern for the development of the less-privileged countries with 
the ‘‘deed”’ of a contribution to the United Nations program. Heretofore, the 
Soviet Union has attacked the United Nations program as a tool of United States 
‘‘imperialism,”’ and its ire has undoubtedly fed on the fact that the multilateral 
United Nations program and the United States bilateral program werk together 
in such elose concert in the areas where assistance is being given. Now however, 
stung to action by our challenges, the Soviet Union and Poland have announced 
their intention of contributing to the United Nations program. For the United 
States to enter upon a withdrawal of its strong support of the United Nations 
program at this time would be to invite the countries of Asia, the Near and Middle 
East, Africa, and Latin America to associate the Soviet Union, rather than the 
United States, with the benefits they are receiving and hope to receive through the 
United Nations program. 

The House committee report states that $8,500,000 is expected in contributions 
from other governments to the United Nations special account for the calendar 
year 1954, and that a contribution of $4,250,000 from the United States would 
produce a total of $12,750,000. This sum, of itself, would represent a curtailment 
of almost one-half in the size of the United Nations program. However, the 
estimate of $8,500,000 from other governments assumed a contribution from the 
United States in the neighborhood of the amount requested. If the United States 
is to offer no more than $4,250,000, contributions from other governments would 
be greatly discouraged. If the United Nations program were reduced to a level 
significantly lower than the present level, it is doubtful that its continuation 
would be found justified. 

p: The argument is made that the United States contribution should not exceed 
one-third of all contributions to the special United Nations technical assistance 
account, one-third being the assesssment the United States will pay to the regular 
United Nations budget for the calendar year 1954. But the Congress itself has 
recognized that there should be exceptions to the “one-third” idea, even where 
assessments to regular budgets are concerned. The inter-American organizations, 
where membership is numerically limited, are exempted from the restriction that 
United States representatives shall not commit the United States to contribute 
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more than one-third in the absence of specific legislative authorization. Further, 
a distinction should continue to be made between our assessed contributions to 
the regular budgets of internationsl agencies, from which all members benefit to 
such an extent that the United States can properly expect to pay at a rate less 
than its relative “capacity to pay’’; and our voluntary contributions to special-aid 
programs. This distinction was made by the late Senator Vandenberg in 1946, 
when he launched our drive to have our assessment to the regular U. N. budget 
reduced to one-third. He reserved from this objective those international opera- 
tional budgets which are effective in areas where the United States has a unique 
and special responsibility. Certainly, where the bringing of technical assistance 
to the underdeveloped countries is concerned, the United States has manifested 
that it feels a unique and special responsibility. The 60 percent United States 
contribution to the United Nations special account for technical assistance is 
more to be compared with our own 100 percent bilateral effort than with a 33% 
percent contribution to the regular United Nations budget. 

Beyond this, the Congress itself has recognized that, in the case of these multi- 
lateral aid programs, the very substantial contributions made by the countries 
receiving assistance in the form of supplies, services, buildings, and equipment 
contributed locally to aided projects should be taken into account in any consid- 
eration of the United States contribution. The legislation authorizing current 
United States contributions to the United Nations International Children’s 
Emergency Fund, in requiring that the United States contribution not exceed 
one-third, specifically states that these local contributions shall be a part of the 
total with which the United States contribution is compared. It is unreasonable 
to expect the underdeveloped countries to continue to make such substantial local 
contributions, and at the same time make contributions to the central account 
of a size which would permit the United States contribution to be reduced to 
one-third. If the 1953 United Nations technical assistance program is permitted 
to attain its planned level, it is estimated that local contributions should equal 
over $38 million, and a United States contribution of $12,767,145 would represent 
about 21 percent of the total of “special account” and “‘local” contributions. 


Vv. FAILURE TO PROVIDE THE FULL AMOUNT OF SUPPLEMENTAL FUNDS FOR FISCAL 
YEAR 1953, AND TO PROVIDE FOR ANY OF THE REQUESTS FOR FISCAL YEAR 1954, 
FOR UNITED NATIONS INTERNATIONAL CHILDREN’S EMERGENCY FUND 


A supplemental appropriation of $9,814,333 was requested to permit the United 
States to contribute the balance of the $16,481,000 authorized for contribution 
during calendar years 1952 and 1953. An appropriation of $9 million was 
requested as a U nited States contribution to a continued United Nations inter- 
national children’s welfare program during the calendar year 1954. The House 
committee has recommended an appropriation of only $5 million as the 1953 
supplemental, a reduction of almost 50 percent of the amount requested, and has 
allowed no funds for contribution to the calendar year 1954 program. 

The children’s fund, like the United Nations technical assistance program, is 
supported by the voluntary contributions of governments. The United States 
has been the principal supporter of the children’s fund since its inception in 1946. 
The support that the United States has given the children’s fund has been one 
of the finest and most convincing demonstrations to the people of the world of 
the humanitarian objectives that underlie the foreign policy of the United States, 
as compared with that of the countries which enslave freedom. Millions of 
children have benefited from the work of the fund, and its assistance today is 
concentrated in those countries of Asia, the Near and Middle East, Africa and 
Latin America where the need is greatest and will continue to be great. The 
United States contribution of $6,666,667 in the calendar year 1952 represented a 
substantial reduction under the level of support of previous years. The appropria- 
tion of $9,814,333 for contribution in the calendar year 1953 had been requested, 
under appropriate authorization, in order that the United States might again 
assert its firm support of the objectives and work of the fund. Contributions 
have already been received from other governments in an amount considerably 
in excess of the amount required to assure that the United States contribution 
does not exceed 33% percent of total contributions. A contribution only of the 
lesser amount of $5 million would mean that many worthwhile projects of aid to 
children, which could be implemented during the latter —_ of this year if funds 
were available, would be laid aside. Further, the confidence of the peoples of 


the underdeveloped countries in United States support of the program as a whole 
would be seriously shaken. 
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In reporting that no funds are provided for a contribution during the calendar 
year 1954, the House committee noted that the United Nations has not yet taken 
action, and will not do so before this fall, with respect to the extension of the 
program beyond December 31, 1953. While the General Assembly of the United 
Nations will not meet until this fall, there is every indication that an extension of 
the children’s fund, substantially in its present form, will have the enthusiastic 
support of the vast majority of member countries. The Social Commission of the 
United Nations has already recommended this extension, and the United States 
is now supporting such an extension at the sessions of the Economic and Social 
Council. 

The appropriation of the requested $9 million at this time would represent an 
orderly procedure whereby the United States would be in a position to make its 
contribution at the beginning of the new fiscal period. In such a way only can the 
United States, through its contribution, get the maximum benefit from its support. 
To wait until after the action of the General Assembly, and to depend upon the 
lengthy process of supplemental appropriation, would inevitably mean that the 
United States contribution would be available only after the program had been 
set upon its course. A serious problem to date, in terms of gaining maximum 
political advantage from the United States contribution, has been that the United 
States funds were all too frequently available only some time after other govern- 
ments had made their contributions. It is in the interests of the United States 
that a recurrence of this situation be avoided. 





Unitep States CoNnTRIBUTIONS TO UNITED NATIONS KoREAN RECONSTRUCTION 
AGENCY 
(Statement appears on pps. 922-923) 





VI. LANGUAGE CHANGES 1954 MUTUAL SECURITY APPROPRIATION REQUEST 


The following changes in addition to those heretofore proposed are suggested 
in language appearing in H. R. 6391 of July 18, 1953. The following language 
with respect to unexpended balances is proposed for insertion immediately after 
line 24 on page 5: 

“‘Unexpended Balances 


“The unexpended balance under each paragraph of title III, Mutual Security, 
of the Supplemental Appropriation Act, 1958, shall remain available for its 
original purposes through June 30, 1954, and shall be consolidated with the 
appropriate fiscal year 1954 appropriation made for the same general purpose 
under this Act.” 

The explanation for the restoration is as follows: 

Mutual security appropriation program requests were presented on the assump- 
tion that the unexpended balances under each paragraph of title Til, mutual 
security, of the supplemental appropriation act, 1953, would remain available 
for its original purposes through June 30, 1954, and such balances would be 
consolidated with the appropriate fiscal year 1954 appropriation made for the same 
general purpose under the 1954 appropriation act. 

The House action excluding the unexpended balances and placing a limitation 
on the unobligated balance if sustained by Senate action results in the establish- 
ment of new accounts for most of the items appearing in the 1954 appropriation 
bill. This in itself adds an additional burden on the accounting jobs which means 
an increase in personnel, and also requires a meticulous isolation of unobligated 
balances of prior year to assure proper deposit of such amounts into the Treasury. 
Since the accounts on mutual security are maintained on a cumulative basis, it is 
practically impossible to identify whether an unobligated item is from a 1952 or 
1953 appropriation. In the specific instance we would have one account going 
back to the inception of the MDAP and ECA program and another account 
beginning with July 1, 1958, and to ascertain the total availabilities, obligations, 
expenditures, and other pertinent information it would be necessary to analyze two 
different sets of accounts. It may also be necessary to secure expenditure avail- 
ability beyond the present legal period of 2 years after expiration of obligation 
authority to permit payment of !ong lead items. 

This language is practically identical to the language in the authorizing act 
in section 546. It is designed to bring forward the 1953 unexpended balances 
to 1954. Language accomplishing this objective appeared under individual 
appropriation items in 1953 except for ‘‘Contributions to United Nations Korean 
Reconstruction Agency,’ ‘“Movement of migrants,’ ‘Ocean freight voluntary 
relief packages,”’ ‘Multilateral technical cooperation,” ‘‘Contributions to United 
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Nations International Children’s Emergency Fund,” and, ‘‘Relief and resettle- 
ment of refugees entering Israel, title I1.’"’ The 1954 carryover authority places 
all mutual-security appropriations on the same basis insofar as this item is 
concerned. 


Corporation 


The executive branch presentation to the House included the following language 
in the 1954 appropriation request. It appeared in the 1953 appropriation lan- 
guage and is considered necessary for 1954; the purpose and objectives are stated 
in the language itself. The language should follow language on unexpended 
balances. 

“The following corporation is hereby authorized to make such expenditures, 
within the limits of funds and borrowing authority available to such corporation 
or agency and in accord with law, and to make such contracts and commitments 
without regard to fiscal-vear limitations as provided by section 104 of the Gov- 
ernment Corporation Control Act, as amended, as may be necessary in carrying 
out the programs set forth in the budget for the fiscal year [1953] 1954 for 
such corporation: 

“Institute of Inter-American Affairs.’’ 


General provisions 


On page 7, line 6, insert after the semicolon following the word “quarters” the 
language as follows: “health and accident insurance for foreign trainees and 
technicians while en route or absent from their homes participating in activities 
authorized under the Mutua! Security Act of 1951, as amended;”’ 

This language appeared in the 1953 Mutual Security Appropriation Act and is 
desired to be continued in 1954. It is considered in the interest of the United 
States Government to procure health and aeeident insurance for foreign trainees 
and technicians and the Comptroller General proposed that insurance policies 
cannot be paid with Government funds without the specific authority therefor. 

The MSA budget plan for fiscal vear 1954 includes an estimate of $35,000 for 
Europe and $15,000 for the Far East to cover health and accident insurance for 
approximately 3,500 foreign participants. The TCA budget plan includes an 
estimate of $38,500 to cover 1,500 participants. This is based on a rate of $2.47 
per person per month—an insurance figure which was negotiated on an interagency 
basis by ILA, TCA, and the European and Far Eastern sectors of MSA. For 
this amount of money, which, in the case of MSA, represents less than two-tenths 
of 1 percent of the total technical assistance budget, MSA and TCA receive the 
following services and protections: 

(1) Protection from lawsuits and other damage claims which could cost many 
times the amount of insurance; 

(2) Payment for doctors, hospitalization, and medicines; 

(3) Administrative responsibility for receiving, vouchering, and paying costs in 
connection with accidents and sickness. 

The alternatives to insurance by a commercial company are (1) to provide no 
insurance or (2) to self-insure. 

The provision of no insurance would result in serious embarrassment to partici- 
»ants who would have no dollar resources other than those made available by 
MSA or TCA. MSA and TCA would have the alternative of either paying for 
the sickness or accident from emergency funds or require the participants to meet 
such costs. Accidents and illnesses which have previously been channeled to the 
insurance company for action would become MSA or TCA administrative prob- 
lems with the possibility of diplomatic complications. 

MSA and TCA are convinced that the administration of self-insurance, added 
to the payments made to doctors and hospitals, would be more expensive than 
commercial insurance. MSA and TCA are not equipped with adjustment and 
claims agents where the participants are located; nor do they have an expert 
knowledge of the insurance business. This type of insurance can best be handled 
by a private concern. 


MSP ADMINISTRATIVE EXPENSE ESTIMATES, FISCAL YEAR 1954 


On page 7, line 22, strike out the amount $57,500,000 and substitute $68,000,000. 
It is considered essential to explain the administrative expense estimate for the . 
mutual security program for fiscal year 1954 in further detail because of the 
importance to American taxpayers of having the vast amount of money involved 
in the mutual security program administered and safeguarded in an orderly and 
efficient manner. For the fiscal year 1954 the estimate is $68 million. In con- 








ssiless 


ie eatin ioe 


enn: hut IE ts 


i 


MUTUAL SECURITY APPROPRIATIONS, 1954 S61 


erete terms, this means asking for $1 of overhead expense for fiscal year 1954 for 
every $225 of assistance money for which the agencies will be responsible during 
the same period. In 1953 the administrative expenses of the mutual security 
program on a basis comparable to the estimate for fiseal year 1954 were $76,686,- 
741. It is proposed that the program be administered this coming year for 
approximately $8,700,000 less than in 1953. 

Administrative expense funds are used not only by the Mutual Security Ageney, 
but cover also the requirements of the Technical Cooperation Administration, 
the Department of Defense, and the Department of State. 

The requirements for some of the agencies in 1954 show slight increases as a 
result of the impact on administration of programs previously authorized which 
are being executed at a rapidly increasing rate, while most of the agencies show 
fairly significant decreases. For example, while the total requirements of all the 
agencies is down by 8.9 percent, the Department of Defense requirements are 
increased about 4.6 percent, from $23,682,168 to $24,781,700; the requirements 
of the Mutual Security Agency and the Technical Cooperation Administration 
are reduced from $38,272,216 to $34,263,300—a reduction of a little over 10 
percent. The requirements of the regional office in Paris are down sharply from 
$11,114,339 for this year to $5,465,000 for fiscal year 1954—a reduction of about 
51 percent. The reduction in the Paris regional office from 1953 to 1954 of about 
$2,350,000 represents nonrecurring items, but at the same time the 1954 obliga- 
tions are estimated to include $690,000 for liquidation expenses which will also be 
nonrecurring. Thus, the components of this budget include some slight increases, 
some slight decreases, and some heavy decreases, the net effect is to reduce the 
requirements from 1953 by 8.9 percent. 

The whole question of the number of United States personnel abroad, is of 
concern to the President, the Secretary of State and to the Director for Mutual 
Security. This was one of the main reasons why the administration asked a 
group of prominent businessmen to evaluate the administration of the mutual 
security program abroad, shortly after January 20. As a result of all of the 
studies it was concluded that overseas staffs were unnecessarily swollen. Steps 
were taken to cut these staffs back to the greatest extent and still assure the 
Congress and the American people that these large amounts of tax money were 
being administered in such a fashion that every dollar of aid would have the 
maximum influence in achieving United States foreign policy objectives. 

A particular matter of increasing concern was the situation in Paris. The 
office formerly known as the special representative in Europe by October 1 is 
estimated to be down by 38 percent. This is the regional office headquartered 
in the Talleyrand Building. At the same time the Mutual Security Agency mis- 
sion to France which deals exclusively with French problems was also cut. The 
planned strength for this fiscal year represents a cut of 52 percent from the Jan- 
uary 31 level of employment. This same situation prevails, in varying degree, 
throughout the Western European missions. Since part of the Eisenhower ad- 
ministration action is reflected in fiscal year 1953 employment figures, some illus- 
trative comparisons between the budget for fiscal year 1952 and the budget for 
fiscal year 1954 are pertinent. For example, whereas the budget for fiscal year 
1952 called for 66 positions in the Mutual Security Agency mission in London the 
1954 budget calls for 30 positions. In Germany it is down from 65 to 35. In 
Austria it is down from 53 to 21. In the Netherlands it is down from 30 to 13 
In Formosa it is down from 36 to 29. Employment in Indochina will remain 
about the same because of the situation there, and of course, employment in Spain 
will increase slightly when agreements are concluded to furnish Spain with addi- 
tional assistance. 

These reductions in fiscal year 1954 will be accomplished in two ways. First, 
by drastically pruning the functions which these missions will perform. Second, 
by introducing more efficient administrative practices so that marginal effort is 
eliminated. Third, through carefully scrutinizing each MSA position in West- 
ern Europe, jointly with the Department of State, to assure that both MSA and 
State are not doing the same things which could be as well done by one man 
serving both agencies. Fourth, by concentrating our efforts on having the Euro- 
pean governments assume some of the desirable things which MSA has been do- 
ing for the European governments in the past. It is the policy of the Director 
for Mutual Security to have as few people as possible but to have those people 
be of the best quality that the human resources of the United States can provide. 

From a personnel standpoint, the administrative budget represents the admin- 
istration’s best judgment as to the point to which personnel can be reduced with- 
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out getting diminishing returns from the standpoint of safeguarding the admin- 
istration of aid dollars. 

Additional steps have been taken to conserve administrative expenses for 
items other than the employment of personnel. For example, MSA is now in 
the process of drastically reducing the number of United States owned automo- 
biles operated in the Western European missions. There is a constant effort to 
reduce the expense of communications abroad by substituting airmail communi- 
cations for telegrams. The cost of transmission for the average telegram is $7, 
while the average cost of transmission of an airmail letter is approximately $1. 
Every outgoing telegram to an overseas post, is subject to the specific test as to 
whether it is so urgent that it cannot be dispatched by airmail. More effective 
controls are planned for fiscal year 1954 over overseas travel to assure that each 
trip is thoroughly justified and is necessary in the United States interest. Plans 
are to consolidate all of the elements of TCA and MSA in Washington if possible 
in one building so that all administrative services can be reduced. 


Effect of the President's reorganization plan on this budget 


This budget represents three specific organizational actions which are related 
to the President’s reorganization plan. First, there is 51 percent less money in 
this budget for the regional office in Paris than there was on a comparative basis 
last year. This has been made possible by the reorganization of the Office of the 
Special Representative in Paris. The office will be reorganized to eliminate the 
advisory responsibility of the special representative over the Mutual Security 
Agency country missions in Europe. The former provision required that the 
special representative report to four different Cabinet officers in Washington. 
The new man, Ambassador John Hughes, will be directly under, and responsible 
to, the Secretary of State alone. These changes, plus an insistence on further 
economy have made possible the savings reflected in the 1954 budget estimate. 

Second, this budget reflects an initial savings of $465,000 as a result of putting 
the Technical Cooperation Administration and the Mutual Security Agency 
under the single direction of the Director for Mutual Security. This savings has 
been estimated to be possible by combining such things as duplicate legal offices, 
duplicate accounting offices, and duplicate personnel offices. 

Finally, an additional $1,300,000 savings was considered possible as a result of 
even further economies under the President’s Reorganization Plan No. 7. 


Effect of House cut in administrative funds 


The effect of the House cut from $68 million to $57,500,000 in MSP administra- 
tive funds will be to risk improperly spending the billions of dollars which the 
Congress has made available for foreign aid. The percentage of the House cut 
on a net basis amounts to roughly 15% percent of the total funds requested. 
However, since this will require terminating large numbers of employees who must 
be notified and transported ‘back to the United States, the effect of the cut will 
actually have to be borne over a 9-month period rather than over the whole fiscal 
year. This will mean in effect that, with termination costs such as annual leave 
and transportation, a reduction of personnel by 22% percent will result. Such 
a cut on an already severely reduced budget will prejudice effective administration 
of the President’s program. If the cut were levied equally among the various 
agencies involved, and among the regions overseas within the agencies, it would 
have the following effect on employment. 

For the combined Mutual Security Agency and Technical Cooperation Admin- 
istration, as an example, this cut will mean a reduction in Washington employ- 
ment of 316 employees from a total of 1,485. It would mean a reduction in 
Western European MSA missions of 92, from a total of 360. In the point 4 
missions of the Technical Cooperation Administration overseas, it would mean 
a reduction of 88 positions from an anticipated total of 359. The effect of this 
cut on the Department of Defense would also have grave implication. For 
example, money was included in the original estimate for the new Defense Depart- 
ment military group in Spain and the anticipated military group in Japan. Sim- 
ilarly, provision has been made for a new miiitary group for Germany when the 
European Defense Community Treaty is ratified. The Department of Defense 
had also hoped to improve its handling of military defense assistance funds as 
recommended by the recent General Accounting Office survey. It has also been 
planned to increase the effectiveness of United States assistance and training of 
troops in Turkey and Formosa. Funds were provided in the administrative 
expense budget to do the administrative work necessary to support these increased 
United States officers and enlisted men in these two countries. It seems readily 
apparent therefore that the effect of this cut on the Department of Defense par- 
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ticipation in this program can only be to reduce the effectiveness of the Depart- 
ment’s Management of the large amount of funds involved and to reduce the 
military effectiveness to be gained from expenditure of the funds. 

The severity of the cut can best be illustrated if the reduction in personnel 
required by the cut is compared to the January 31 employment level. On this 
basis the Mutual Security Agency and the Technical Cooperation Administra- 
tion alone will have to eliminate 791 American employees—a reduction of over 
31 percent since January 31. It is possible that the House committee took this 
action in the erroneous impression that there is a direct correlation between the 
amount of new obligationa! authority provided for a given year and the adminis- 
trative employment necessary to manage the program. It should be pointed out 
that the amount of unexpended funds available on June 30 this year to be applied 
to the fiscal year 1954 program is $1,557 million. The planned expenditure for 
fiscal year 1954, however, amounts to $1,823 million. his serves to illustrate 
that there is not a direct correlation between new obligational authority provided 
and administrative employment, due to the necessary lead time required to obli- 
gate the new funds. 

Insofar as overseas employment in the mutual security program is concerned, 
everyone who is employed in the program is engaged in a combination of three 
individual tasks. 

1. They are engaged in determining on the basis of factual analysis how much 
aid it is in the mutual interest of the United States to provide to a given country 

2. They are engaged in recommending the terms on which the aid should be 
given and in analyzing the proportionate contribution which the country itself 
can make from its own resources, in cooperation with the United States, to mutual 
security objectives. 

3. They are engaged in administering the aid to assure, for example, that the 
aid actually goes to the purposes for which it was intended and to assure that 
United States’ money given to the country is efficiently managed. 

A reduction of 22% percent in the employees who are doing this work—below 
the already reduced numbers requested—can only mean a reduction in the effec- 
tiveness with which these three primary jobs are done. It has been pointed out 
that the overhead expenses of the mutual security program in fiscal year 1954 
will amount to approximately $1 for every $225 of the mutual security program 
money available. The House reduction raises the question as to whether, given 
this comparatively small overhead cost, it is in the interest of the United States 
to pare it even further. 

On page 8, line 3, strike out the following language through line 9: 
“Provided further, That none of the funds provided herein shall be used after 
September 30, 1953, to pay any employee a basic salary of $12,000 or more 
per annum, except that this prohibition shall not apply to two-thirds of the number 
of employees being paid at the basic salary of $12,000 or more per annum on 
June 30, 1953:” 

The House action, limiting the number of persons paid over $12,000 per annum 
to two-thirds of the number at this level on June 30, runs counter to the recom- 
mendation of the business man evaluation teams, places a limitation on the quality 
of persons who may be employed, and restricts the Administrator in his ability 
to conduct the program effectively with fewer but higher-caliber people. 

The House provision, in effect, amends the Mutual Security Act of 1953 which 
provides for 50 supergrade positions at rates higher than $11,800. Since on June 
30, only 34 of these positions were filled, the House language would have the effect 
of providing only 23 such positions. 

he combined effect of the administrative-fund cut and the limitation on the 
numbers of people who can be paid salaries of $12,000 or more per year wili be 
crippling to the Mutual Security Program. This action comes at the most 
critical possible time—just when a new Foreign Operations Administration is 
about to come into being under Reorganization Plan No. 7. It is fair to say 
that such drastic action by the Appropriations Committee at this critical time 
will do much to weaken one of the most vital programs of the new administration. 

On page 8, after line 3, restore the following language: 

“Provided further, That appropriations herein made available for the payment 
of rents in the District of Columbia, may be transferred to the General Services 
Administration for the payment of rents and related expenses in the District of 
Columbia:” 

The proviso that rent funds authorized for the District of Columbia may be 
transferred to the General Services Administration is to facilitate housing Mutual 
Security personnel in the District of Columbia under one roof if possible. 
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On page 8, line 18, strike out the words beginning with ‘Provided further" 
through ‘‘August 1, 1953”’ on page 9. 

The reason for requesting the deletion of this language, which was not recom- 
mended by the executive branch, was that one of the objectives has been to have 
uniform regulations whenever possible for both State Department and Mutual 
Security personnel throughout the world. The proposed language restricts the 
amount of household goods and personal effects on a pound basis and would place 
the Mutual Security personnel in one category and the State Department per- 
sonnelin another. Since the personnel of both agencies are working largely under 
Foreign Service regulations, it is recommended that the language be stricken out 
and that Foreign Service regulations govern, the shipment of household goods and 
personal effects of Mutual Security employees in the same manner as the Foreign 
Service regulations apply to State Department personnel. 





DEPARTMENT OF STATE, 
Washington, July 22, 1953. 
Hon. Sty.tes Brincgs, 
Chairman, Appropriations Committee, 
United States Senate. 


My Dear Senator Bripczs: Inconnection with your committee’s consideration 
of the Mutual Security appropriation bill, I transmit herewith for your information 
and that of your committee paraphrases of two classified communications recently 
received from our representatives on special assignment abroad. 

The first communication is a joint message from Assistant Secretary John M. 
Cabot and Dr. Milton Eisenhower, dispatched from Chile, endorsing the request 
for technical and military assistance funds for Latin America. 

The second communication was sent by our delegation to the Economic and 
Social Council of the United Nations, now meeting in Geneva, and relates to the 
United States contribution to the United Nations technical-assistance program. 
The members of the delegation are the Honorable John C. Baker, Mrs. Elizabeth 
Heffelfinger, and Mr. Irving Salomon. 

I strongly endorse the views expressed in these messages. 

Sincerely yours, 
Joun Foster DuLuzEs. 


COMMUNICATION From AssistaANT SECRETARY CABOT AND Dr. MILTON 
EIsENHOWER, JULY 19, 1953 


The House Appropriation Committee’s plan to cut the technical-assistance 
program for Latin America to $15 million from $24 million is of most serious 
concern to us. We have deeply impressed during our entire trip with most 
effective job in promoting good relations and helping to improve standards of 
living which is being accomplished by technical-cooperation program. It is one 
of the most effective weapons in fighting Communist menace in this part of the 
world. Cabot, on the basis of his early trip to middle American area, obtained a 
similar high impression regarding work of program in that area. 

Technical cooperation work may have fallen short in a few isolated cases, but 
it has been overwhelmingly successful and valuable in the vast majority of cases. 
The highest officials of all participating countries which we have visited have 
referred to it with warm appreciation and approval. Accordingly, if technical- 
cooperation funds were cut we believe it would be disastrous from the viewpoint of 
our relations with Latin America and the administration’s intention to improve 
them. 

The adverse effects of cuts proposed by House committee in military assistance 
would be only somewhat less undesirable. Justification for this program has 
already been set forth fully in testimony before various congressional committees. 
To safeguard this hemisphere against possible Communist aggression, military 
assistance is essential. The countries of Latin America, particularly the armed 
forces, are exceedingly sensitive to any failure on part of the United States to pay 
more attention to them and to their needs. We regard the request for military 
funds for the Latin American countries to be the very minimum required and hope 
that Congress will not make cuts in them, 
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CoMMUNICATION From 1HE HONORABLE Jonn C. Baker, Mrs, EizaBetu 
HEFFELFINGER, AND IRVING SALOMON, MEMBERS OF THE UNITED NATIONS 
Economic AND Socrat CounciL, MEETING IN GENEVA 

Juny 21, 1953. 

The news of congressional action on the request for funds for the United Na- 
tions technical-assistance program spread like wildfire through the Council and 
created consternation. 

The initial reactions included: 

1. The United States is being charged with trying to undercut a program which 
it has herself sponsored. 

2. The refusal to appropriate supplemental funds for calendar vear 1953 will 
completely disorganize current projects and will necessitate the termination of 
many of them. 

3. The cut to $4,250,000 of the United States contribution to the 1954 program 
will result in a reduction in the contributions of other nations and thereby reduce 
the expenditure level next year to about a third of present operations. 

We are seriously concerned over a situation that threatens to eliminate the 
United States position of leadership in the Council and to endanger our position 
in the United Nations, as the technical-assistance program is widely considered 
the most effective and constructive program of the United Nations. The news 
received from Washington has already immeasurably added to the strength of 
those delegates who have opposed the United States position on the proposed 
grant funds, a Special United Nations Fund for Economie Development, on the 
grounds that a new isolationism was the principal characteristic of United States 
foreign policy and that the President’s pledge [speech, April 16, The Chance for 
Peace} could not be taken seriously. 

The effect of the President’s approach to foreign assistance is in grave danger. 
This developinent is all the more serious because it gives the Soviet and Polish 
delegates many opportunities to exploit propagandawise their recent offers to the 
technical-assistance account of 4 million rubles and 300,000 zlotys. 

We earnestly appeal that everything humanly possible be done to save the tech- 
nical-assistance program by positive action on the part of the Congress, taken in 
full knowledge of the gravity of the situation. The signers of this communication 
personally are greatly impressed by the fact that United States contributions to 
the technical-assistance program probably represent the best investment the 
United States has made in recent years to advance the interests and prestige of 
our country. 

Our concern is so great that we believe it desirable for Mr. Baker personally to 
present the case in Washington if it is essential. 


DEPARTMENT OF STATE, 
Washington, D. C., July 22, 1953. 
Hon. Sryites Bripass, 
Chairman, Committee on Appropriations, 
United States Senate 

My Dear Senator Brinaces: In the course of public hearings before the 
Appropriations Committee on July 18, an amendment to the Mutual Security 
Appropriations bill was submitted for the committee’s consideration. The 
amendment proposes that ‘‘no funds herein appropriated shall be made available 
for assistance other than direct military assistance to any nation of which a 
dependent area fails to comply with any treaty to which the United States and 
such dependent area are parties; and in any question relative to interpretation 
of such treaties on which the International Court of Justice has ruled, the de- 
cision of the Court shall be the determining factor.’” The amendment is directed 
at assistance to France and involves treaties with Morocco, 

Although the meaning of this amendment is not entirely clear, it contains 
potential grave dangers to the interests of the United States. If the phrase 
“direct military assistance’ should be interpreted to refer only to direct end-item 


assistance under section 540 of the Mutual Security Act of 1951, as amended, it 
would bring into question $109 million of funds for weapons for French NATO 
forces and $400 million for the defense of Indochina. 

Although the United States does not believe that France is fully complying 
with the treaties in question and with the decision of the International Court of 
Justice, France takes the position that it is. A question of interpretation is 
therefore raised, 
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This amendment is designed to require the United States to refuse aid to 
France for the purchase of weapons for their NATO forces and for the defense 
of Indochina because of this difference of interpretation. To deny aid to France 
in this way would impair the mutual defense effort in Europe and would probably 
lead France to discontinue the defense of Indochina. I am sure your committee 
realizes that these consequences weuld be highly detrimental to American security. 

For these reasons, I urge strongly that the committee reject the proposed 
amendment. The department is aware of the problems of American businessmen 
in Morocco and this Government will continue to do everything it reasonably 
can to work out our differences with France on this matter in order to protect 
the legitimate interests of these businessmen and to assure that they are treated 
fairly. But we do not think that these business interests should be put above 
the vital security interests of the United States in the Pacific and in Europe. 

Sincerely yours, 
Joun Foster Dues, 





PHILIPPINES 
1. OBJECTIVES OF UNITED STATES ECONOMIC AID 


The United States program supports United States political objectives in the 
Asian-Pacific area by encouraging and assisting the Philippine Government to: 
Formulate and execute a coordinated development program; stimulate food crop 
production; strengthen the foundations of a democratic economy by improving 
the status of the farmer and the worker, and by improving and expanding public 
health services and education; improve public administration, fiscal operations 
and revenue collections; and stimulate private investment in productive industries. 


2. PROGRESS IN SUPPORT OF OBJECTIVES 


United States economic assistance was initiated in the Philippines just 2 years 
ago, immediately following a period of financial and administrative crisis, when 
the threat posed by the Communist-led Hukbalahap insurrection had reached 
serious proportions. These handicaps have been largely overcome, due in part 
to substantial assistance, both economic and military, from the United States. 

The largest effort in the economic field has been in agriculture where the United 
States program has assisted in raising rice and corn production to near self-suffi- 
ciency and has helped to ease rural unrest. The status of the farmer has been 
improved and agricultural development promoted through assistance to the 
Philippine Government in subdividing unoccupied public lands, combating 
malaria and improving water supply, constructing roads in newly opened areas, 
and by encouraging the establishment of banks and cooperatives providing rural 
credit at low interest rates. 

Other activities enable the Philippines to meet the expanding requirements of a 
developing economy. Equipment and technical assistance for vocational and 
professional schools are increasing the number of trained technicians and govern- 
ment officials. Industrial development is being stimulated through exploration 
of mineral deposits and support to new credit sources, including private rural 
banks. 

8. FISCAL YEAR 1954 ECONOMIC AID PROGRAM 


Projects have been carefully selected to include only those affecting key points 
in the economy where outside assistance is necessary to stimulate progress. 
Agriculture, education and public health work will continue; a transportation 
survey will be made leading to further highway and harbor development; emphasis 
will be placed on technical assistance to improve government operations; and 
basic surveys and engineering services will be financed to encourage industrial 
investment and production. 


4. COUNTRY CONTRIBUTION TO MUTUAL SECURITY PROGRAM 


National defense outlays of the Philippines since fiscal year 1950 have averaged 
about 25 percent of the national budget. The Huk movement has been curbed. 
However, a permanent solution requires improvement in the economic and 
social conditions in overpopulated rural areas. Partly as a result of United 
States technical advice, the Philippine Government doubled its revenues between 


1950 and 1952 and increased appropriations for government services. They now 
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finance entirely the internal costs of bilateral projects, and their appropriation 
for other development activities of the type encouraged by the United States 
but wholly financed by the Philippines has been increased by 50 percent since 
1950. 

Expansion of production since 1952 has raised national income and reduced 
domestic price levels. These gains. together with sound credit, fiscal and 
exchange reserve management, have strengthened economic stability and induced 
increased private investment. 


Philippines—Program cost by major project category 


[In thousands of dollars] 


| | Estimate, fiscal year 1954 
| 




















| Actual, — | Services 
; : es | fiseal | mate, | Sup- ee @ USE ee 
Major project category | weert | fiscal plies 
1952 1983 Total and Cates 
| | equip- | mp States | roo, 
| ment otal | techni- Trainees 
| | ae 
| | } cians | 
1. Agriculture, forestry, fisheries , 1$12, 205 | $6,965 | $6,825 | $6,247 | $578 | $476 | $102 
2. Health and sanitation - . | 5,858} 2,000| 2,140] 1,875 265 | 180 | 85 
3. Education “ | 946 | 2,000 1, 150 810 | 340 | 270 | 70 
Natural resources | 1,837 | 1,100] 4,158) 3,695 163 | 383 | 80 
5. Industry, trade, labor | 6,882 239 827 | 230 | 507 492 | 105 
6. Transportation, communications 3, 935 5, 190 905 | 502 | 403 395 8 
7. Public administration (including public | | | } | 
finance, census, weather) - | 337 | 700 995 135 860 | 775 | 85 
8. General projects | | | own 
9. Domestic program costs - -- 104 125 | 
Total program cost__. 32, 104 | 18,319 | 17,000 | 13, 494 3,506 | 2,971 | 535 





THAILAND 


1. OBJECTIVES OF UNITED STATES ECONOMIC AID 


The United States program in Thailand seeks by economic and technical meas- 
ures to assure continued political stability, economic growth, and a broader base 
for military strength. The program helps the Thai Government to expand agri- 
cultural production, particularly rice for export; improve its services in public 
health, education, transportation, and power development; increase the efficiency 
of its administrative system; and develop the economy of the politically sensitive 
and economically depressed northeast. 


2. PROGRESS IN SUPPORT OF OBJECTIVES 


The United States program has assisted in bringing 150,000 acres under irriga- 
tion. Extensive fertilizer demonstration projects under the United States pro- 
gram have shown the Thai farmer how to double the output of his land. United 
States experts have helped to develop more productive rice strains, to expand the 
agricultural extension service, and to increase livestock production. Activities 
undertaken to improve public health, education, and transportation will increase 
farm productivity and provide access to wider farm markets. 

American aid has trained and equipped Thai personnel protecting 3 million 
people in malarious areas, has equipped rural health centers, and has trained 
doctors, nurses, and medical technicians. To help meet the need for trained 
personnel, equipment has been provided for vocational schools, a technical insti- 
tute has been established in Bangkok, and assistance has been given to revamping 
the curricula used in the teachers’ colleges. United States-financed machinery 
has enabled the Thai State Railways to quadruple the output of the central repair 
shops and has made possible the repair or construction of more than 1,500 kilom- 
eters of Thailand’s 5,000-kilometer highway system. Electric generators fur- 
nished under the program have helped to end power failures in the capital and 
have effectively demonstrated the use of electricity in processing agricultural and 
mineral products in outlying areas. 





86S MUTUAL SECURITY APPROPRIATIONS, 1954 


8. THE FISCAL YEAR 1954 ECONOMIC AID PROGRAM 


The United States program will continue to stress aid to agricultural production, 
with emphasis on irrigation facilities and the extension service. The campaign 
against malaria will be extended and medical training continued. New railroad 
maintenance and road-building equipment will be provided on a demonstration 
basis, while a steam powerplant will be constructed to show how Thailand’s 
largely neglected lignite deposits can be utilized. Aid to vocational education 
is to continue and, for the first time, American experts will advise in the field 
of public administration. To accelerate development and increase stability of 
the vulnerable northeast region next to Laos, the United States program will 
concentrate a larger portion of its support in that area. 





4. EMERGENCY PROGRAM, NORTHEAST THAILAND 


An urgent emergency program of $1.8 million has recently been developed for 
northeast Thailand, the area directly threatened by the trouble in Laos. It is 
oroposed to finance this program from funds saved from the fiscal year 1953 
Philippine program. | 

Unlike southern Thailand, which is a lush country and very productive, north- 
east Thailand is relatively dry, very poor, and has a substantial number of 
refugees settled there, who crossed the Thailand border at the time the revolution 
started in Indochina. 

Because of the threat to this area and because its poverty was one of the reasons 
making it a vulnerable area, the Thai Government with the cooperation of our ; 
mission developed an emergency program mainly devoted to the building of roads, 
bridges, and tank irrigation. 


5. COUNTRY CONTRIBUTION TO THE MUTUAL SECURITY PROGRAM 


The Thais have enthusiastically cooperated with the Mutual Security Program 
in both its military and economic phases. In 1953 they devoted the equivalent 
of $107 million (more than 36 percent of the national budget) to their military 
establishment. They have sent important units to Korea. In addition, the 
Government has met all local currency costs of United States-assisted projects 
through direct appropriations of the equivalent of $12.5 million, or double the 
amount of required counterpart deposits. Furthermore, the Thai Government ; 
has almost tripled the amount appropriated from its own funds for other develop- 
ment activities. 


Thailand—Program cost by major project category 


[In thousands of dollars] 

















| Estimate, fiscal year 1954 
Pn eas uaa apes 
Actual, mate. | | Services : 
Major project category | fiscal fiscal | | Sup: |—__— — £ 
year | year | i | Plies | ia i 
1952 1953 otal and | United i 
‘thee } equip- | States 
| | } ment | Total | techni- Trainees 
| cians 
t 
ee OT Rie eee oer ss) Te * 7 i 
1. Agriculture, forestry, fisheries... | $2,936 | $2,075 | $2,100 | $1,510 | $590 | $365 $225 ; 
2. Health and sanitation _- e --| 2,404 2,225 1,210) 745 165 | 365 100 i 
3. Education | 469) 865) 530) 145 | 385 | 300 85 : 
i. Natural resources oan 846 | 310 | 755 | 565 | 190 | 120 70 3 
5. Industry, trade, labor. . | 5} seo|+-+-= a kina 
6. Transportation, communications 187 | 625 | 265 | 220 45 | 15 30 3 
7. Public administration (including public | | | | ’ 
finance, census, weather) __--. 121 | 95 | 140 | 140 90 | 50 4 
8. General projects ’ . }. |- |. { 
9. Domestic program costs... | 44 125 | | | | ; 
Total program cost_ 7,097 | 6,325 | 5,000) 3,185! 1,815! 1,255! 560 ; 
Emergency program, northeast Thailand | | 1,800 | | | 7 
Total 7,097 | 6,325 | 6,800 | : 


ee 





MUTUAL SECURITY APPROPRIATIONS, 1954 869 


TECHNICAL PROGRESS AND DEVELOPMENT, NBAR EAstT AND AFRICA—SUMMARY 
NARRATIVE STATEMENT 


Il. SPECIAL ECONOMIC ASSISTANCE-——DEPENDENT OVERSEAS AFRICAN TERRITORIES 


A. The area and the problem 


The African territories of the European NATO countries are of vital importance 
to the success of the defense build-up of the Atlantic community and are of even 
more significance to the effort of that community to achieve stable economic and 
political relationships. It is essential that the contribution which these terri- 
tories are now making to the defense effort be continued. North Africa provides 
strategic bases and the area south of the Sahara is an important buttress to north 
Africa and to the maintenance of our position in the eastern Mediterranean. 
The territories supply the United States and Europe with critical materials, the 
production of which, although expanding, has failed to keep pace with expanding 
industrial requirements. 

The strategic and economic objectives of the United States in the territories 
can only be achieved if political stability is maintained. Political stability in a 
large measure depends on the economic and social development which will create 
an environment in which the native peoples will feel that their aspirations can 
best be served by associating and cooperating with the nations of the free world, 
The political difficulties in Kenya, Morocco, and Tunisia are examples of the 
tensions and conflicts involved in making the transition from tribal to a more 
advanced form of social organization, while the Gold Coast and Nigeria, with their 
increased responsibilities for self-government, illustrate steps which have been 
taken to solve such problems. Economic stresses in part create and in part 
aggravate political tensions, and cooperative economic measures can moderate 
their intensity. Though the assistance proposed for the territories is small in 
amount when contrasted with the total annual investment of the European coun- 
tries in their dependencies, it is important as a catalyst inducing other investment 
and because by introducing specialized United States techniques, it promotes a 
more efficient use of resources. Through our assistance program, we also have the 
opportunity of influencing the territorial development plans so that they meet 
United States objectives as well as those of the territories and the metropoles. 
The resources of the metropoles, burdened by their defense commitments, par- 
ticularly France and the United Kingdom, are not adequate to maintain in their 
dependencies the level and rate of development required and so United States 
public assistance is necessary for furthering the objectives and interests of the 
United States. 

These overseas territories are already among the most important producers of 
materials in the free world. Africa is practically the sole source of supply for such 
vital items as industrial diamonds, columbite and cobalt and, in addition, is an 
important exporter of uranium, chrome, manganese, copper, tin, asbestos, graph- 
ite, palm oil and sisal. The continued production of these materials depends not 
so much on direct public capital investment ir the producing enterprises as on 
creating the economic structure within which economic growth is possible. 

The territories are deficient in this indispensable economic structure. They 
lack the basic transportation, power and other facilities necessary to attract 
needed private investment and to sustain and increase productivity. They suffer 
generally from a shortage of labor and they lack adequate technicians and skilled 
workers, food supply, public health and training facilities, water supply, ete. 


B. The program 


This program requires new obligational authority of $24 million for general 
development and technical assistance. Financial assistance for development will 
generally be made available for essential projects which contribute to the welfare 
of the native peoples and to the economic growth of the territories. The program 
will stress, among other things, transportation improvement, power development 
and land development with particular emphasis on utilization of water resources 
as means of increasing the supply of food for the local peoples, thus raising them 
above the subsistence level and improving the labor supply. Methods and tech- 
niques more adapted to the local problems in fields such as agriculture, housing, 
transportation and health will be demonstrated in actual practice on a sufficient 
seale to show how their adoption would improve living standards and expand 
production. Technical assistance will make available to the territories those 
specialized United States skills and scientific knowledge which are essential to 
the solution of the problems basic to the welfare of the native peoples in health, 
housing, sanitation, and agriculture. In will be available for such purposes as 
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resources development, for increasing private investment, for the improvement of 
administrative practices, for technological advancement and expanding pro- 
ductivity. 


TECHNICAL PROGRESS AND DEVELOPMENT, ASIA AND THE PACcIFIC—SUMMARY 
STATEMENT 


Il, SPECIAL ECONOMIC ASSISTANCE-——-FAR EAST DEPENDENT OVERSEAS TERRITORIES 


A. The problem in the area 


The Far Eastern dependent territories of the European NATO countries are of 
strategic and economic importance to the United States and the free world in the 
effort to organize for defense and to create stable political relationships through 
assisting underdeveloped areas in achieving social and economic progress. These 
territories, which are the few remaining possessions of Europe in one of the 
most critical areas of the world, have been subjected to Communist propaganda 
and infiltration and, in the case of Malaya, to guerrilla warfare. hey supply 
us with such strategic materials as rubber, tin, and chrome. Malaya is a vital 
strategic area in southeast Asia and with the island territories in the South 
Pacific could furnish us and our allies with essential air and naval bases in case 
of an adverse turn of events in Indochina as was so markedly demonstrated in 
the last war. The loss of these territories to a hostile power would lead to Com- 
munist domination in south Asia and the transfer of the world’s largest source of 
rubber and tin to the Communist bloc. 

The problem of Malaya is essentially both economic and political. The 
British are developing in Malaya the institutions which will make it possible for 
Malaya to acquire self-government despite the lack of a homogeneous population. 
The resources of Malaya, plus minor assistance from the United States have been 
adequate to date for its development with the exception of dollar needs for equip- 
ment and the specialized skills which the United States can provide. 

The peoples of the island territories are for the most part a peasantry, living 
mainly on a subsistence basis with only selective participation in commerce and 
wage-earning activities. These communities suffer from a lack of roads and 
marketing systems. They have an inadequate supply of labor and are faced with 
problems of control and elimination of pests ond plant diseases, the need for 
diversification and improvement in agricultural production, and the need for 
improvement in health and living standards. 


B. The program 


This program requires new obligational authority for $1 million for general 
development and technical assistance. Financial assistance for development will 
generally be made available for essential projects which contribute to the welfare 
of the native peoples and the economic growth of the territories. The program 
will stress transportation improvement and agricultural development, the latter, 
as a means of increasing the supply of food for the local peoples and thus raising 
them above the subsistence level and improving the labor supply. Technical 
assistance will make available to the territories those specialized United States 
skills and scientific knowledge which are essential to the solution of the problem 
basic to the welfare of the native peoples in health, housing, sanitation and 
agriculture. 


TECHNICAL PROGRESS AND DEVELOPMENT, ASIA AND THE PaciFIC—SELECTED 
ILLUSTRATIVE PROJECTS, FiscaL YEAR 1954 


II. Special economic assistance—Far East dependent overseas territories 


A. Technical assistance projects for Malaya and other territories in the Pacific 
area, $200,000. 

B. Selected illustrative overseas territories development projects for fiscal year 
1954: 


United Kingdom: 
Klang Gates Dam, Malaya: Estimated request for United States 


ORNS FB i. setts in oo cde Diem ns eden unhasé $400, 000 
Road development, Malaya: Estimated request for United States 

qntnbenent Wisin wa seiwcus- <dttieded me cilidaxetes> imadds 400, 000 

WON 6 ye 266 sided ens a iv ct Sos eee ban combi .- 800, 000 


New obligational authority required: $1,000,000. 
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TECHNICAL PROGRESS AND DEVELOPMENT, NEAR EAstT AND APrRICA— 
SELECTED ILLUSTRATIVE PrRoJEcTS—FiscaL YEAR 1954 


II. Special economic assistance— Dependent overseas African territories 


A, Illustrative technical assistance projects by categories, fiscal year 


1954: 

Agriculture _ _ , : $365, 900 
Transportation 109, 000 
Education : 222, 000 
Public administration 32, 500 
Industrial transportation and mineral surveys 759, 200 
Private investment surveys - 52, 000 
Health __. ae 400, 000 

es whee : : 11, 940, 600 


B. Selected illustrative overseas territories development projects for 
fiscal year 1954: 
United Kingdom: 
Revue hydroelectric and irrigation scheme, Tanganyika: 


Estimated request for United States assistance is . 4,200, 000 
Road improvement, British African Territories: Esti- 
mated request for United States assistance is 8, 400, 000 


Development of water resources, British East Africa and 
the Rhodesias: Estimated request for United States 
assistance is 

French: 

Development of river valleys and pasturelands, French 

Equatorial Africa: Estimated request for United 


8, 400, 000 


States assistance is____- 4, 000, 000 
Agricultural development, French North Africa: Esti- 

mated request for United States assistance is _. 10, 000, 000 

Italian: 

Tunafishing, Somalia: Estimate request for United 

States assistance is____- 825, 000 
Agricultural development, Somalia: Estimated request 

for United States assistance is 450, 000 

Total : : 36, 275, 000 


C. Selected illustrative overseas territorial development projects 
by categories, fiscal year 1954: 


Transportation 7 8, 400, 000 

Power development 4, 200, 000 

Food and agriculture___- -_-- 23, 675, 000 

Total : : ; eG 36, 275, 000 

New obligational authority required 4 24, 000, 000 


' Includes the estimated demonstration equipment costs and estimated support for assistance to certain 
regional projects of the OEEC’s Overseas Territories Committee. 
JUSTIFICATION STATEMENT FOR SpecraL Economic Arp in Sourn Asia (INDIA 

AND PAKISTAN) 
(By Mr. John A, Loftis, Economic Counselor of the American Embassy, 
New Delhi 

The legislation, which was enacted by the Congress and for the carrying out 
of which requests for appropriations now rest before this committee, provides for 
assistance to India and Pakistan under two different heads. India and Pakistan 
would receive appropriate allocations out of the general funds for technical 
assistance for south and southeast Asia. The amounts recommended by Admin- 
istration under this heading are $30.1 million and $13 million for India and Paki- 
stan, respectively. Moreover, there is a request for the appropriation of $94.4 
million of ‘Special economic assistance’ for these 2 countries. The Adminis- 
tration recommends that this sum be divided $79.9 for India and $14.5 for Paki- 
stan. Hence, the total aid (i. e., the sum of the 2 component types of aid) 
recommended for India is $110 million and for Pakistan $27.5 million. 

There are developed below several observations which it is important the 
committee should bear in mind with respect to the requests for funds for these 
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two countries. The points itemized below are couched in terms of the situation 
and the program in India since I am intimately familiar with the Indian situation 
and program; but with minor modifications and on a proportionately smaller 
scale they are essentially applicable to Pakistan also. 

1. The basic reasons for requesting special legislative authority to extend 
special economic assistance to India and Pakistan have been stated by Mr. 
Stassen and Mr. Byroade and need not be restated in detail. Essentially the 
reason is that these countries must achieve some feasible showing, however small, 
of economic progress during the next few years or else they will be subjected to 
political strains which very likely would destroy the democratic institutions 
characteristic of the life of these two countries. Specifically, India has a 5-year 
plan of economic development. That 5-year plan is a series of specific political 
commitments made by the Government in response to insistent popular pressure and 
demand. If those commitments cannot be substantially honored, the Govern- 
ment—and the political, economic, and social institutions for which it stands— 
will have to stand trial in general elections scheduled for the winter of 1956-57; 
and it is unlikely that this Government and those democratic institutions could 
survive in the face of significant failure to achieve the 5-year plan targets. 

It is in the national interest of the United States that these countries be able 
to survive politically. The alternative would be for the entire subcontinent 
with its 450 million people to become a center of unrest, instability, turmoil—and 
ultimately to come under the sway of an alien and dangerous political authority. 
This outcome would be exceedingly dangerous in terms of United States security 
interests. It follows therefore, that it is to our interest to take reasonable and 
calculated steps to assist these countries to achieve the minimum economic 
targets that, politically, they must achieve. It would be tempting to undertake 
srograms designed virtually to insure that result. Specifically in the case of 
India it would be tempting to recommend programs designed to underwrite the 
whole of the apparent gap between India’s fiscal resources and the costs of the 
5-year plan. Tn this way we would be minimizing the risks to our security 
interests in this particular part of the world. We would be engaging in the least 
possible gambling with our security interests. 

To do this, however, would entail the provision of assistance to India of close 
to $250 million a year, and to Pakistan of about $60 million to $75 million a year. 
As Mr. Stassen recognized in the course of these hearings, we have had to con- 
sider also the fiscal security of the American economy. We therefore had to 
resist the temptation to eliminate all risk in the India-Pakistan area. We have 
had to consider carefully how much the odds would be increased against us by 
successive reductions from a safe maximum. We had to consider also where 
would be the absolute lower limit beneath which we cannot go without the odds 
against us becoming so great as to render the whole assistance effort in this part 
of the world a fruitless and unprofitable gamble with the taxpayers’ money. 

The outcome of this effort to reconcile a measurement of the national security 
interests with budgetary economy is found in the programs which have been put 
before you. They represent programs which (a) unquestionably can be executed 
during the fiscal year now commencing; (b) have been trimmed and tailored so as 
to eliminate everything not considered absolutely essential; and (c) represent the 
best approximation we could make to the absolute lower limit below which it 
would be foolhardy to go. 

2. As I have noted above, there is requested for India and Pakistan a component 
of ‘Special economie assistance’’ which is almost altogether in the form of capital 
goods of one kind or another. Moreover, at least in the case of India, the propor- 
tion of supplies and equipment to technical and training facilities, even within the 
technical assistance component, is relatively higher than for most other countries. 
Reasons for this should be clearly understood. In India there is, of course, a wide 
and diversified need and desire for technical assistance in many fields of economic 
activity. The much greater need, however, is for the physical resources with 
which to apply the know-how already acquired by or available to India. The 
greatest single immediate problem, for example, of the Indian economy, is that 
of water management. With respect to this problem the requirement is not for 
advice on what needs to be done, but rather for physical and financial assistance 
to enable good plans already devised to be carried out. The water problem has 
been with India for generations. Surveys have been conducted over many dec- 
ades. Elaborate plans have been drawn up and then have been kept in cold stor- 
age for lack of the means with which to push them through to completion. 

I do not mean that India needs no technical assistance in the field of irrigation. 
There are many particular contexts in which advice is sought and will be useful— 
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with respect, for instance, to the best way in which to carry out irrigation proj- 
ects—but advice alone will not get dams built and tube wells drilled. 

What is true with respect to irrigation in India is true in varying degrees with 
respect to all of the urgent economic development requirements of both countries. 
Hence, there is in our proposals (a) a larger-than-normal component of demonstra- 
tion supplies and equipment within the technical assistance program and (b) a 
special economic assistance component consisting almost altogether of supplies 
and equipment. 

3. The attention of the committee is directed toward the misleading implications 
of the record of obligations and expenditures as of near the close of fiscal year 1953. 
The problem here can be illustrated from the Indian experience. Over the last 
2 fiscal years the Congress has appropriated for assistance to India sums totaling 
almost $100 million. The aniane however, in which these sums were available to 
be spent was not 2 full years but something less than 18 months. After the fiscal 
year 1952 program was approved by the Congress, and after funds had been appro- 
priated, and after the necessary initial organizational and staffing decisions had 
been made, the first thing needing to be done was the negotiation of a master 
agreement under which operations of this magnitude could be conducted smoothly. 
This agreement was signed on January 5, 1952—a little more than halfway through 
the fiscal year. The next step was to agree with the Government of India upon 
the pattern of projects that would be jointly carried out. The committee will 
note that the first operational (i. e., project) agreement was signed in May of 1952, 
and some 10 others were signed toward the end of May and in the month of June. 
The signing of these project agreements in a cluster within a relatively short 
period of time was due to the fact that all of the projects were intimately inter- 
related, and no final decisions could be taken on any one of them until nearly 
final decisions had been taken on all of the others. It was better to plan carefully 
and sensibly for the best possible use of the available funds rather than to plunge 
prematurely into a few project agreements simply for the sake of getting the money 
spent in a hurry. 

One result, of course, of this careful planning was that, while all of the fiscal 
year 1952 funds were obligated during fiscal year 1952, relatively little of the 
funds was subobligated and virtually nothing was expended. Another and more 
important consequence, however, was that a pattern of project planning was 
established which is now enabling sound decisions to be taken promptly. 

4. The transition from obligation of funds to subobligation was also carried 
through on the premise that it is better to spend the money wisely at the outset 
than to spend it fast. Hence, very careful studies were made of the exact speci- 
fications of goods desired to be brought to India for the execution of specific 
projects. Very careful and, as it happens, very time-consuming studies were 
made of what would be the very best contractual pattern for the massive tube- 
well project. Before issuing purchase authorizations (i. e., subobligations) for 
the purchase of gear and marine equipment for the fisheries project, a world 
wide examination was made to determine the types of boats and gear that would 
be most suitable to Indian conditions. We proceeded in this way on every one 
of the various project agreements. Even in so apparently simple a matter as 
the procurement of steel to be fabricated into agricultural implements we made 
sure, before placing any orders, that we had found out what exact shapes and 
specifications of steel could be most easily and usefully employed in the existing 
implement factories and blacksmith shops in India. 

The result of all this was, inevitably, a relatively long delay in bringing the 
first batch of funds to the stage of actual expenditure. But another and more 
important result was that these technical decisions once they had been made 
did not need to be made over again. In the 1952 program, for example, we 
arranged for the drilling of some 2,000 tubewells—the largest undertaking of 
this kind ever to be carried out anywhere in the world. It took us roughly 9 months 
to negotiate the first contract for 500 tubewells. It took us roughly 6 weeks 
after that to negotiate contracts for another 1,000 tubewells. The pattern of 
contracting was solidly, though patiently and slowly, established. All subsequent 
tubewell contracts can be let quickly and smoothly in accordance with a clear-cut 
pattern which will simply involve the issuance of the worldwide call for bids and 
the prompt selection of the low bidder. 

hat is true of tubewells in a somewhat spectacular way is true of all the other 
types of things we are doing in India. The experience and the technical correct- 
ness that were achieved by making haste slowly in the beginning are now paying 
rich dividends. 
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5. One other minor point of which the committee should take note with respeet’ 
to the rate of expenditure is that, in this India program, we apply a more austere 
concept of expenditure than applies in certain other programs. In these Indian 
projects, after the original obligation of the funds, and in connection with their 
subobligation, a letter of credit is established with a selected bank. Payments 
to suppliers of goods and services are then made by that bank against the letter 
of eredit. The funds are not considered to have been expended until the bank 
makes application to the Treasury for reimbursement for outlays made by it 
under the letter of credit. Hence, in the tubewell case, for example, there appears 
to be a large volume of unexpended funds. But the tubewell show is on the road, 
Wells are being drilled and are producing water. Technically, however, expendi- 
tures are not recorded as having been made until a few days after any partial 
payment is made to the contractor for work completed by him. The same sort 
of reasoning applies to other projects. In several instances project goods are in 
transit to India but the cost of these goods is not yet recorded as an expenditure 
because payment is not made until after delivery. 

6. In view of the various facts recited in numbered paragraphs 3, 4, and 5 it 
should be clear to the committee why those of us who are concerned with the 
execution of the India program are confident that we can make highly effective 
use during the fortheoming year of every penny of the $110 million requested. 

The situation in Pakistan has been much the same as that described with 
respect to India—with the significant difference that the first phase of organization 
and establishment of operating patterns took somewhat longer. The Pakistan 
Government also had difficulty in organizing a complicated joint planning and 
procurement operation; and for a variety of reasons we on our side had somewhat 
greater difficulty in getting a good team organized under good leadership. In 
the Pakistan case, however, the initial difficulties have now been overcome; the 
pace of expenditure has been greatly accelerated in recent months; and there is 
every reason to anticipate that the program will go forward in high gear from now 
on 





7. Examination of the content of the 1952 and 1953 programs in India discloses 
that we have been operating within certain rather clearly defined areas of activity. 
The 1953 program to a very great extent carries forward and expands work 
initiated in 1952. The new projects that were added in 1953 were relatively 
marginal, although of importance for the future. 

These programs in India and Pakistan are joint in that the determination of 
specific projects to be executed is made by agreement between the United States 
and the other country. In preparing an illustrative program for fiscal year 1954 
we were under the disadvantage that it would not have been proper for us to 
discuss, with the Indian authorities for example, a pattern of expenditure of 
funds that the Congress had not yet authorized or appropriated. On July 3, 1953 
(after the authorizing legislation had been reported out by the Foreign Relations 
and Foreign Affairs Committees) I had one very tentative and preliminary session 
with India’s Planning Commission; but it was emphasized to the Planning 
Commission that no decisions could be then made and that any views expressed 
by them would have to be regarded as entirely provisional, pending the avail- 
ability of appropriated funds. Therefore, the illustrative program proposed for 
1954 represents almost altogether our unilateral judgments as to how a sum of 
$110 million could most effectively be utilized. In drawing up this illustrative 
program, we confined ourselves to the kinds of things that we had been doing in 
1952 and 1953. We felt it would not be proper for us to present to the Congress 
and to incorporate into the legislative history any major deviations from the 
pattern of activities heretofore pursued. 

It is hoped, however, that the Congress will not regard this illustrative program 
(unilaterally prepared) as necessarily restricting our freedom of action to break 
new ground and to undertake new types of projects if doing so appears, in the 
combined judgment of the Indian authorities and ourselves, to be the best way 
of applying our assistance toward India’s economic development efforts. 

8. In presenting the India-Pakistan aid proposals to the Congress in the form 
of two separate components (one of technical assistance and the other of special 
economic assistance) we attempted to the best of our ability to interpret and 
apply what we understood to be the view of the Congress, expressed in last 
year’s hearings, with respect to what kinds of things it would be appropriate to 
do under the Act for International Development and what kinds of things should 
be done under the sanction of special legislative authority. I hope that we have 
not made errors of judgment in this effort to interpret and apply the view of 
the Congress. If we have, however, made such errors of interpretation, I most 
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strongly hope that they will be accepted as errors made in good faith and will 
not prejudice the total appropriation requested. As I indicated earlier, we 
consider that $110 million for India and $27.5 million for Pakistan are as low as 
we can go without risking unduly the security interests of the United States in 
this area. It would be most unfortunate if actual appropriations fell below 
these figures, not for any substantive reason but only because we had made a 
wrong judgment as to what should be put in one category and what should be 
put in another. 

9. Finally, the attention of the committee is called to the clear fact that our 
security interests cannot be safeguarded once and for all by a single and simple 
act of appropriating the funds requested for the current fiscal year. The political 
compulsion upon India to deliver some small measure of economic achievement 
to its long underprivileged people does not end with the end of fiscal year 1954. 
It reaches a point of decision with the end of the 5-year plan period in the spring 
of 1956. The logic of helping India (and the same is true of Pakistan) requires 
that we help until the critical period is over. Obviously this Congress cannot 
bind itself or its suecessor to any determinate level of future appropriations. 
Obviously also it would be imprudent of us to attempt to assess at this time 
what the level of aid should be next year and the year after. But we should 
recognize that there must be some aid in the next 2 or 3 years if these young 
democracies are to survive as stable positions in an unstable and tumultuous Asian 
Continent. 


TrecHNICAL ProGREsS AND DEVELOPMENT, ASIA AND THE PacirFic—SuMMARY 
NARRATIVE STATEMENT 


THE TECHNICAL COOPERATION PROGRAM IN SOUTH AND SOUTHEAST ASIA IN FISOAL 
YEAR 1954 
I. The region 


The countries of South and Southeast Asia in which the technical cooperation 
program is proposed for the fiscal year 1954 consist of India, Indonesia, Pakistan, 
Afghanistan and Nepal, and the Philippines and Thailand. These countries 
alone contain one-fourth of the world’s population and over one-third of the 
population of the free world. Covering 2,500,000 square miles, their area extends 
from the turbulent Middle East along the southern frontier of Soviet Russia 
and Communist China to war-torn Indochina, stretching altogether for a distance 
nearly twice the length of the United States. The region is strategically situated 
astride the Pacific and Indian Ocean lines of communication between the Near and 
Far East. It is within the range of Soviet power ambition and subject to Com- 
munist China expansion threats. The region provides a dominant share of the 
free world’s supply of such vital raw materials as manganese, rubber, tin, mica, 
copra, fibers, and rice. In addition, the region is an important importer of 
United States and European cotton, grains, and machinery. 

India, Pakistan, and Indonesia have only recently emerged from colonial 
status and become independent. Their international relations, therefore, are 
complicated by a vigorous and sensisive nationalism determined to remove all 
vestiges of their former colonial status. All of the countries of this region have 
important economic, cultural, and spiritual ties with the free world and their 
governments are stanchly opposing communism within their borders. 

Despite the region’s basic wealth in raw materials and human resources, its 
outstanding characteristic is the extreme poverty of the vast majority of its 
people. The almost incredibly low level of living in the area is characterized by 
an average annual income which ranges between $35 and $60 per capita in the 
area. What this bare statistic means for the region is malnutrition, disease, 
recurring famine, low productivity, and resentment. 


II. Major economic development problems 


The development efforts of the region are concentrated on the major problems 
which it faces—food shortage, poor health, poor aerate and communica- 
tion facilities, underemployment, and a lack of capital and of trained personnel, 


The per-capita food supply in the area has substantially decreased since prewar 
times. In certain areas this is due to localized civil war and banditry. In other 
countries such as India and Indonesia increases in food production have been fat 
below the increases in population which have taken place. In recent years, drought 
conditions in some of the countries have further aggravated the food situation. 
The decline in food consumption has not only resulted in an undernourished 
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population, less able to make the effort required for vigorous economic develop- 
ment, but also has required large scale food imports, which drain the countries’ 
scarce foreign exchange resources. In most of the countries in the area, therefore, 
food production has first priority. 

Diseases which every year affect millions of people have a direct effect on agricul- 
tural and industrial production. They sap the strength of the cultivator and 
worker and leave them little physical or mental energy beyond that required to 
keep alive. In addition, such endemic diseases as malaria prevent the cultivation 
of whole areas. The control and, where possible, the eradication of such diseases 
have, therefore, been given high priority in program planning. 

Transportation and communication networks are completely inadequate for the 
existing economies and constitute a serious limiting factor to economic expansion. 
Inadequate transportation makes it difficult to cope with local arid restricted 
shortages, prevents the development of specialized industries, and adds to the cost 
of all goods. 

Unemployment in such countries as India is statistically large but this is only 
a very inadequate indication of the actual unemployed human resources that are 
available. Millions of additional workers, especially farm laborers, though 
ostensibly pare work but a few hours a day, a few days a week, and a few 
months out of the year. Their productivity is extremely low, yet no alternative 
employment is open to them. A major development of industrial employment 
opportunities, be they in the form of factories, small workshops, or handicrafts, is 
therefore essential if this human resource is to be used and if, at the same time, 
vulnerability to political exploitation is to be avoided. 

At all levels of the economy, and especially in government, these countries lack 
technicians and trained administrators. Economic development requires not only 
the training and the development of practical experience in the high levels of ad- 
ministrative and technical competence, but also the development of vast numbers 
of professional, subprofessional and semiskilled administrators, technicians, and 
workers. Even more basic is the development of a sufficient level of literacy to 
make further training possible. 

The amount of capital which these countries can command at the present time 
is completely inadequate to sustain even a minimum rate of economic develo 
ment. The low level of living results in an extremely low rate of savings which, 
in a country such as India, is estimated at about 7 percent of the gross national 
product, compared to a rate of private savings of about 17 percent of gross national 
product in the United States. Without a considerable increase in the present 
level of national income in the area no important increase in the percentage of 
national income saved can be expected. 


III. The proposed technical cooperation program for fiscal year 1954 

Projects included in the technical cooperation program for fiscal year 1954 are 
especially designed to help the host governments to hel themselves in meeting 
the critical problems described above, with special emphasis on the probiem of 
food production. Country programs authorized under the Act for International 
Development have a large component of personal services involving the oe 
of United States technicians and provision of training facilities in the Unite 
States and other countries. Nearly all of these projects will require some supplies 
and equipment in direct support of the technicians engaged in the cooperative, 
jointly-planned programs. Many of the projects will be long-run and relatively 
low-cost with heavy emphasis on demonstration, ‘“‘show-how” and on the dissemin- 
ation of information. : 

Of the total proposed cost of the technical cooperation programs in South and 
Southeast Asia of $72.1 million for fiscal year 1954, it is estimated that $19.9 
million will be required for meeting the costs of United States technicians and 
host government trainees, with the remaining $52.2 million required for supplies 
and equipment in support of these personal services. Of the total costs, slightly 
over 50 percent will be concentrated in the fields of agriculture and community 
development, about 14 percent in education and the remainder largely in the 
fields of natural resources development, health and sanitation, and industry. 
The attached tables show the breakdown for the fiscal vears 1952, 1953, and pro- 
posed for 1954 for the countries in South and Southeast Asia in terms of total costs 
and in terms of the distribution of these costs among the major fields of program 
activity. 
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There are also attached two additional sets of tables: 

1. A single set for India, Pakistan, Afghanistan, Indonesia, and Nepal present- 
ing certain salient information on each of these country programs; and 

2. A series of tables for each of these countries showing the magnitude and 
composition of the unliquidated obligations in each country, as of June 30, 1953, 
which demonstrates that even though a substantial fraction of the funds authorized 
during fiscal year 1952 and fiscal year 1953 had not been spent. nearly all of these 
funds are being effectively used to cover procurement orders, contract services, 
and other costs of projects that are actively underway. 


AFGHANISTAN 


General agreement signed, June 16, 1951 








Actual, Estimated, Proposed, 
fiscal year | fiscal year fiscal year 
1952 1953 1954 
—— —_——-=- oneal — 
| 
United States program costs (obligations): | 
For technicians. | $104, 000 | $321, 000 $663, 400 
For trainees 46, 300 | 110, 300 306, 000 
For local costs_ oie + : | weal , 
For supplies and equipment. . nmol 103, 400 | 322, 000 430, 600 
Total- 663, 300 | 1, 400, 000 
—SSSE ee ——S—S=S===— 
Number of United States technicians. ...............- ut 3 | 28 | ‘51 
Number of training awards. oa dathdeti-tantintlatentitertialaie 14 20 | 55 
Estimated Afghanistan contribution_.__--------------- pote (4) 5, 000, 000 5, 000, 000 
1 Not available. 
Principal activity fields 
{In thousands of dollars] 
ee) peur E es - pee 
Agriculture, forestries and fisheries. a ween $478. 0 | $870.0 
Health and sanitation - - meveneueeessneosnee ee ‘ 52. 5 180. 0 
FORO ODDUN OND. ni biion 5052 cc ecooscees 89.5 100.8 
Otier..... * 43.0 249. 2 
Total 


663. 0 ~ 1,400.0 





Total cumulative utilization of TCA funds,' fiscal year 1952 and fiscal year 1953 





1 


| As of June 30, | | Asof June 30, 


1952 1953 
Authorizations - - - -- ecesas - $257, 700 | $970, 700 
Ns nce gd acetetae iat cuaae eamiel~ne Lake 257, 700 | 970, 700 
Subobligations..........-.-.-.. - _ | 257, 700 | 852, 700 
Expenditures_..----- ede s Saws Load wells de di cbs sewdsee’ Jbss dS Sess 38, 400 | 328, 400 
RINE DONDE. .. .ccnrreseehadan=nce0sea=és oe a 219, 300 | “642, 300 








! Includes program direction costs now shown under the administrative budget. 


TYPICAL ACTIVITY 


Agricultural education, $290,000 for fiscal year 1954 

In fiscal year 1954 the program will continue support of vocational training in 
agriculture and assist in expanding present training facilities. Under a contract 
with the University of Wyoming, instituted in fiscal year 1953, the United States 
will continue to provide instructors, teaching, and laboratory materials for a 
vocational agriculture school in Kabul and will establish subsidiary agricultural 
training centers in the Helmand and other areas, Training of Afghans at the 
University of Wyoming will be continued. 
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INDIA 


General ee ve Dec. 28, 1950 





Actual, fisea}| EStimated, | Proposed, 











. fiscal year fiscal year 4 

| year 1952 | 1983 1964 

| : 

United States program costs (obligations): | ; 
Technicians ; | $1,419,700 | $2, 915, 000 $4, 719, 000 
Trainees 300, 600 | 718, 400 | 684, 000 

Local costs ene lcdwghusmakahesoacad 

Supplies and equipme ont. | 50, 987, 400 | 41, 253, 100 24, 697, 000 

Total... i. bb biscinebenseseiee 52,707,700 | 44,886,500 | 30, 100, 000 ; 

Estimated Indian contribution _ Rie pital . | 86, 520, 000 | _100, 000, 000 149, 000, 000 4 

Number of United States technicians i 5 7 114 4 ~ 124 ‘ 245 q 
Number of training awards. ------ btwed 121 | 130 | 123 

! 

nee 

Principal activity fields \4 

i 


[In thousands of dollars] 


canta aeereneeeneeenenes —_ — | 


| | 
Fiseal year | Fiscal year : 

















| 1953 1954 
fia aie eich eietetad meses ees 
Community development --_.. sa niniagsiiatasttininincegd Chaaitl $2, 393.0 $8, 763.0 
Agriculture, forestry, and fisheries hecwe nahn 18, 789.0 | 7, 075.0 
Industry, trade, and labor on = 7 9, 695.0 | 3, 132.0 
Other. — os ienddhen whe odes 12, 964. 5 | 11, 130-0 
Total ee : jibe: sahoniindin tatentaniid Aecoanenn 43, 841.5 30, 100.0 
———————————————— $$$ —______— ——— — — - = -_ ! om } 
7 
Total cumulative utilization of TCA funds ! i 


[In thousands of dollars] 








Autherisetions, « .......<.--..-. j piawhace: secretes ssts 953, 800.0 | $98, 228.0 

Obligations... sendeannties mpiaicetunnieaaiiiaesenmanaien 52. 759.0 | 97, 143.0 } 

Subobligations - - . - Sc aaee - melita a 14, 218.0 70, 760. 6 

Expenditures...............-.. bupepeainihe sninthaSek acs Eretdieiinatn 1, 183.0 28, 650.0 j 

Unexpended bal: ance _ nausea encoun : 52, 617.0 69, 578.0 ; 
| ' 








1 Includes program direction costs now shown under the administrative budget, 


TYPICAL ACTIVITY 


Community development, $8,763,000 for fiscal year 1954 | 
Indian village level workers, trained under a joint Government of India-US-Ford } 
Foundation training program, teach, train, and demonstrate to the Indian villages 
ways and means of increasing agricultural productivity, improving health and san- 
itation, increasing basic and vocational education, and developing village industry. 
Under the guidanee and with the assistance of these trained workers—each 
responsible for 4 or 5 villages with total populations of 4,000 or 5,000—farm-to- ' 
market roads will be built, compost pits dug, schools and health dispensaries ' 
constructed, wells dug and repaired, and watering troughs installed. 
The work is generally organized by “‘ project centers’’—each including 3“‘ blocks” 
of 100 villages; and the regular services to individual villages are supplemented 
and reinforced by more specialized experts assigned to “‘blocks” or to the ‘‘center’’ 
as a whole. 
In fiseal year 1954 it is proposed to carry forward the work initiated under the 
fiscal years 1952 and 1953 programs by launching 220 community-development 
blocks embracing 22,000 villages with a population of 21 million Soveny a } 
cultivated area of 11 million acres. 


_ 
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INDONESIA 


General agreement signed, Oct. 1950 





A i tees ane Estimated, Proposed, 
oe fiscal year fiscal year 
- ema 1953 1954 
cht tahDntatinti Acasa cet Renato + snitmanditeilh metctindeainhhiaed 
United States program costs (obligations): 
For technicians $981, 300 $1, 335, 000 $1, 630, 000 
For trainees 220, 400 1, 037, 000 1, 062, 000 
For local costs - - - . 
For supplies and equipment 6, 862, 000 1, 056, 600 1, 308, 000 
Total ciao Lt | 8. 063, 790 | 3, 428, 600 4, 000, 000 
Number of United States technicians 44 117 137 
Number of training awards. - 151 191 191 
Estimated Indonesian contribution . | $13,003, 000 $5, 725, 000 $8, 460, 000 
| 
Principal activity fields 
{In thousands of dollars] 
Fiscal year | Fiscal year 
1953 1954 
Agriculture, forestry, and fisheries 4 $1, 110 $1, 320 
General projects (engineering services) 700 | 700 
Health and sanitation 525 | 659 
Industry, trade, and labor s2s | 576 
All other_.- 566 745 
Total. : 5 cutee Mies i ee eee? 3, 728.6 4. 000 
Total cumulative utilization of TCA funds 
{In thousands of dollars] 
ineeeniemiataaaaae . saeeme aman ——————-—-- epee 
As of June 30 
: = 
1952 | 1953 
Authorizations... ___-- Ae 2 $8, 000 | $11, 831 
Obligations _. ‘ ‘ e 8, 000 | 11, 831 
Sub obligations a ° . . open 8, 000 9, 500 
Expenditures | 1,851 
Unexpended balance _ _.-_..-- ; : S 8, 000 9, 980 


1 Excludes domestic program expenses 


TYPICAL ACTIVITY 


Land development and conservation, $874,000 for fiscal year 1954 

United States engineers will continue to give operational assistance to land= 
development-machinery pools, and technical advice and agricultural engineerir 
instruction to assist in opening new lands for settlement. Limited supplies and 
equipment directly needed for these technicians are included. 

In an attempt to bridge the gap between the research station and the farmer, 
experts will help the Indonesians build up their very short supply of support 
personnel, to backstop extension workers as well as assist in developing new 
educational materials and methods suitable to the area. 


Small industry program, $316,000 for fiscal year 1954 


Assistance to village production centers and the industrial research and training 
institutes will be provided. Technical guidance will be provided to small indige- 
nous enterprise in order to expedite the modernization and development of 
Indonesian industry. 
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Probably the most advanced program of its kind in all of south and southeast 
Asia, the Indonesian Government’s small industries program has the following 
major components: 

Seven research and training institutes in such fields as ceramics, tanning, wood- 
working, and furniture making which develop standardized products and designs 
for small industrial fabrication and train village artisans to work with the new 
techniques and designs. 

Twenty-one small industrial ‘‘centrals’’ which function as central purchasing, 
processing, credit, and marketing cooperatives to service the needs of village 
industry in Java in the same fields covered by the research and training institutes. 


NEPAL 


General agreement signed Jan. 23, 1951 











| Actual, | Estimated, Proposed, 
fiscal year | fiscal year fiscal year 
| 1952 | = 1953 1954 
aioanngrnmti — ee - —— = — | ane = 
| | 
United States program costs (obligations): | | | 
For technicians ‘ : | $60, 700 | $127,000 | $181, 600 
Training awards 4, 800 40, 000 | 107, 000 
Local costs | a — 7 
For supplies and equipment 136, 000 "261, 400 | 311, 400 
' 
' 





Total atch eines: : 
Number of United States technicians. _- ee 4 9 25 
Number of training awards. wbacinienne . pavausinnaenttadalien | 2 7 40 
Estimated Nepalese ae ae eee aR ciated (4) () $500, 000 





1 Not available. 
Principal activity fields 


{In thousands of dollars] 





| Fiscal year | Fiscal year 
| iass 





1954 
<ccumaiat a mabraaainaibedie 
Agriculture, forestry, and fisherles..._.__._. idiliphdacich tiglianiaatuciacalitahak aicaded abiemneen $324. 4 $425.8 
Health and sanitation Sakeebteibea sig tedin koandl eas nindaaioerante eenneh aeiainia een aie 57.0 8.8 
Other. i daitilicinpncdaoenaqemneyisiinmisrmieniaubinsehbtinisbined 47.0 89. 4 
ne ne eee ane 600.0 





Total cumulative utilization of TCA funds, fiscal year 1952 and fiscal year 1953 ! 








As of June As of June 





| 80, 1952 30, 1953 

| 
NS 5 cv tnationacahoedeneutined $199, 800 $702, 200 
Obligations St eiieatomeaien eS tiene betes . 199, 800 702, 200 
Subobligations paebcasdabeduh dace ; 199, 800 702, 200 
Bupenditures.................. eadlen 38, 900 291, 600 
Unexpended balance 160, 900 410, 600 








1 Includes program direction costs now shown under the administrative budget, 


TYPICAL ACTIVITY 


Agricultural extension service, $92,000 for fiscal year 1954 


The concept of an agricultural extension service or of the general development 
of Nepal’s villages had been unknown in that country until recently. United 
States extension workers were instrumental in opening the first training school in 
Nepal for village level workers on July 27, 1952. The first class of 41 trainees 
graduated in December and began extensive work in villages in the valley of 
Kathmandu. Successive classes of 50 trainees will be graduated every 6 months 
and the school has more applicants for training than it can accommodate. 








) 
| 


tn tm | eatin corer 
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PAKISTAN 


General agreement signed Feb. 9, 1951 


























| 
Actual, Estimated, | Proposed, 
fiscal year fiscal year | fiscal year 
1952 1953 1954 
United States program costs (obligs ations): | | 
Technicians ; $142, 700 $943, 000 $4, £07, 000 
Trainees : 835, 700 79, 500 | 556, 000 
Local costs 
Supplies and equipment-___........._. d 9, 622, 300 10, 773, 300 | 7, 937, 000 
Total paaie’ | 10, 600, 700 11, 795, 800 | 13, 000, 000 
Estimated Pakistan contribution dl “ | 10, 650, 000 15, 120, 000 37, 264, 000 
coe — | | = 
Number of United States technicians | 18 49 163 
Number of training awards é ‘ 80 ll 100 
Principal activity fields 
{In thousands of dollars] 

Fiscal year 1089 Fiscal ye year 1954 
ceneeneenenseeneeecichibaithinemantisiont — $$ sachet os 
General] projects (village, agriculture, land cree a — 747.0 $4, 820 
Agriculture, forestry, and fisheries_- | 6, 967.0 | 3, = 
Industry, trade, OO MS LS Boke. dackesct } 3, 048.0 | 559 
Other moe 7 | 1, 033. 8 | 4, 201 

Total ‘ , ‘a : 11, 796. 8 | “13, 000 
Total cumulative utilization of TCA funds! 
{In thousands of dollars} 
| As of June 30, | As of June 30, 
} 1952 1953 
Authorizations. - ---- $b wcndeeeineerbeetmwen weremibwienwy—en $10, 778.0 $22, 860.0 
Obligations ._- Lcnncueende dbwenbuceusecdedeeninceasoueneeeese Seeratibls 10, 624. 4 22, 787. 4 
Subobligations-_ - ear a Ba i a Mick anisttuleena sa 24.0 14, 036. 4 
Expenditures... vosieadépdduaee poncdehaeoaten ctdennaightkmmbdees 337.0 5, 472.0 
Unexpended Nd a 10, 441.0 17, 388. 0 





} Includes program-direction costs now shown under the administrative budget. 


TYPICAL ACTIVITY 


Village agricultural-industrial development, $4,820,000 for fiscal year 1954 

Twelve new centers are to be set up to train village-level workers in vocational 
agriculture, environmental sanitation, agricultural extension, et cetera. These 
village-level workers then operate in surrounding areas carrying new methods 
and techniques to the largest possible number of people in a short time. They 
will be able to service about 10 percent of all Pakistan’s villages after a year’s 
operation of the extended program. 

Nine technicians are in the field at present and recruitment of others is under- 
way. Centers are being eonstructed in both East and West Pakistan. Village 
leaders have already begun their training in Northwest Frontier Province. 
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Afghanistan— Unliquidated obligations, June 30, 1953 


{In thousands of dollars] 


Fiscal year | Fiscal year 











1952 1953 Total 
Technicians ee | $238. 0 
B. Training $19.3 | 65.0 
©, Program supplies id = 200.0 | 
D. Contracts . 99. . 
E. Program direction : ‘ : 21.0 
Total ; 19.3 623. 0 $642.3 
Breakdown of unliquidated obligations for program supplies 
[In thousands of dollars] 
I. Agriculture, forestries and fisheries $117 
Seeds, agriculture equipment, machine tools, lumber and sawmill 
products. 
Locust control 5 weet. os 15 
Insecticides. 
II. Health and sanitation caet wie wt ake ae ase Seeaeeg see 25 
Medicinal and pharmaceutical preparations, sc ientifie and 
professional instruments. 
III. Education and NE... nereenenenenenescen SNttes 600 ertieh ot ll 
Miscellaneous equipme nt for education and scientific use. 
IV. Nautral resources sec SSeS eeeeEsees<s St cpeeceeeceS 32 
Mining equipment. ne 
; | GRERECES 5 ‘ ae ‘ — 200 
Unliquidated obligations, fiscal year 1952 and fiscal year 1953, India 
{In millions of dollars] 
Fiscal year | Fiscal year 
1982 =| 1958 Total 
Program supplies ’ adetaal $29. 32 $34. 35 $63. 67 
Technicians, trainees, contracts, progré am direction ........... | 1,29 14.53 4.82 
TO cia aT dant cisen eee 29. 61 | 38. 88 68. 49 


eas | 





| 
. 


——O l 
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Breakdown of unliquidated obligations for program supplies 


{In thousands of dollars] 


Fiscal year | Fiscal year | 














Activity 1952 1953 Type of equipment 
1. Agriculture, forestry, and fisheries $15, 217.0 $16, 412.0 
(a) Fertilizer imports 77.0 5, 500.0 | Nitrogenous fertilizers 
(>) Locust control 104.0 221.0 | Vehicles, spraying equipment. 
(c) Soil fertility and fertilizer use 200. 0 Scientific equipment 
(d) Fisheries 2. 446. 0 Boats, engines, and gear 
(e) Ground water irrigation 12, 286. 0 6,191.0 | Pumps, motors, steel pipe, transform- 
ers 
(f) Ground water exploration ° 4,500.0 | Pumps, motors, steel pipes, trans- 
formers 
(g) Forestry research 104.0 Pulp and paper machinery. 
2. Health and sanitation: a. Malaria 132.0 1,700.0 | DDT, spraying cquipment, vehicles. 
control | 
3. Education 
4. Natural resources: a. River valley 3, 869.0 | 5,405.0 | Earth moving and construction equip- 
development. } ment, steel and steel manufacturing. 
5. Industry and trade | 1, 726.0 8, 775. 0 
a) Steel for farm implements 1, 726.0 | s, 500.0 | Iron and steel 
6) Building materials research 100.0 | Laboratory and demonstration equip- 
ment 
c) Low cost housing develo 75.0 | Construction equipment and materials. 
ment 
d) Central Labor Institut 100.0 | Laboratory and demonstratio. equip- 
ment 
6. I ransportation, communications, 
and public works. 
7. Public administration 
8. General projects 8, 376.0 2, 058. 0 
(a) Community projects 8, 281.0 1,925.0 | Vehicles, construction equipment, trac- 
tors, pumps and motors 
b) Village worker training-. 95. 0 133.0 | Vehicles, audio-visual equipment 
Total 29, 320. 0 34, 350. 0 


Unliquidated obligations (in thousands of dollars) distributed as follows 


C Fiscal year | Fiscal year 
ategory 


1952 1953 
lechnicians $718.0 
Trainees 756. 6 
Contracts and miscellaneous supplies_- $242. 7 2, 725. 5 
Program direction 43.9 $29. 9 

Total 2R6. 6 4, 530.0 


InDoNESIA—Unliquidated obligations, as of June 30, 1958, fiscal year 1952 and 
fiscal year 1953 program 


[In million of dollars] 


Fiscal year Fiscal year | 
1952, pro- 1953, pro- Total 
gram (MSA) | gram (TCA) 





Technicians ‘ ‘ ; $0. 4 | $0. 4 
Contracts training awards fe 2.3 3.0 
Supplies and equipment 1.3 6.5 

Total. 7 washed 15.9 14.0 9.9 


1 Fiscal year 1952 excludes and fiscal year 1953 includes $480,000 of deobligated fiscal year 1951-52 funds 
transferred to fiscal year 1953 program, 
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InpDONEsIA— Analysis of supply and equipment component of unliquidated obligations 
as of June 30, 1953 


{In thousands of dollars) 
eae cenvuiieniaiidiniiaedl , : —- : - 
Fiscal} Fiseal| 
Field of activity year | year Principal items 
| 1952 | 1953 | 


PROJECT | 
| 
Agriculture, forestry, and fisheries. |1, 449 420 
Land development and utilization | 10] 121 | Handtools, generators, small tractors, miscel- 
laneous machinery items 
Agricultural research and extension | 232 149 | Fertilizer, seeds, small tools, miscellaneous 
| agricultural machinery 
Expansion and modernization of fish- | 3 | 140 | Engines, vessels, yard equipment, cold storage 
eries | pot canneries. 
Soil conservation | 10 
Animal] improvement and disease con- | 304 | poask Animal breeding stock and equipment; labora- 
trol | | | tory equipment 
eS 
Health and sanitation | 860 | 445 
Malaria control gy | 583 | 393 | DDT, sprayers, motor vehicles, tools, machin- 


ery and motion-picture film. 


Nursing education 43 | Scientific instruments and publications 


| 
Medical education 6 9 | Scientific instruments and publications 
Rehabilitation of dental service | 60 | Mobile dental care and equipment 
Quarantine service 155 | Equipment for quarantine stations. 
Education |1, 639 | 210 | 
L sicensenal aad 
English Language Institute | 10! Miscellaneous educational and scientific com- 
| modities 
Technical education... .. | 959 | 200 | Handtools, generators, motors, electrical appa- 
| ratus, engines, machine tools, industrial 
machinery, miscellaneous educational and 
| scientific commodities. 
Audiovisual training... | 680 | Miscellaneous audiovisual educational equip- 
| | ment, 
Industry, trade, and labor_._. 1,220 | 220 | 
Small-scale private industry | 657 180 | Machine tools, metal-working machinery, 
; | industrial machinery engines. 
Workers housing | 10 | Audiovisual aids, housing block machines, 


electric multiple translation equipment. 
a 20 | Audiovisual aids translation equipment, office 
machines. 


Increasing labor productivity 





Industrial job evaluation | 2 | Audiovisual aids 
Support of communications industry 8 | Miscellaneous educational and scientific equip- 
| | ment. 
Mineral development | 60 | Core drilling equipment. 
| 


Community water supply 503 Water purification plant. 





Masor REASONS FOR DELAYS IN LIQUIDATING INDONESIAN PROGRAM OBLIGATIONS 


Following are the principal reasons for the existence on June 30, 1953, of $5.2 
million in unliquidated obligations from the 1951-52 Indonesian program. 

(A) Commercial procurement by the Indonesian Government was slowed down 
by the foreign exchange regulations which attempt to deal with the shortage of 
foreign exchange in Indonesia. This dalay was particularly great in the August- 
January period of this fiscal year, when only $165,000 in foreign exchange licenses 
were issued against $6.8 million PA’s for commercial procurement. No further 
difficulty is foreseen. 

(B) The Indonesian Government is presenting bills for goods delivered in some 
cases months ago. 

(C) TCA questioned original awards for some of the procurement by the 
Indonesian Government, necessitating new bids. 

(D) Two fish-carriers were constructed in Holland. Not only was long lead 
time required, but through a misunderstanding, the Indonesian Government 
failed to transmit funds for refrigeration units promptly, causing further delay. 

(E) A number of the projects require technical equipment where selection of 
technical personnel must be made in order to finalize specification. The items 
involve highly difficult technical fields where specifications must be especially 
adapted to Indonesian field conditions. 





. 


ee 
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NepaL-— Unliquidated obligations, June 30, 1953 


{In thousands of dollars} 


Fiscal year Fiscal year " 
1952 1953 Total 
A. Technicians. - 91.0 
B, Training 26. 6 
©. Program supplies 81.0 
D. Contracts 116.8 
E. Program direction ‘ 95. 3 
Total 410.7 410.7 


Breakdown of unliquidated obligations for program supplies 
Thousands 
I. Agriculture, forestries and fisheries_ — — - $69. 0 
Seeds, agriculture equipment, lumber and sawmill products, irri- 
gation equipment, motor vehicles. 
II. Health and sanitation 10. 0 
Medicinal and pharmaceutical preparations, scientific and pro- 
fessional instruments. 
III. Education-training _ _- a .0 
IV. Natural resources - - - ; : 2. 0 
Scientific and professional instruments. 


SO ois icise oa te 81.0 


Pakistan unliquidated obligations, June 30, 1958, fiscal years 1952 and 19538 


{In thousands of dollars} 


a 


7, 851.2 9, 305. 0 17, 156. 2 


3 | Fiscal year | Fiscal year : 
Summary 1952 1953 Total 
een a . wits Ds ientilhcteeaisliies seatiick 

Program supplies . $6, 329. 0 $7, 957.0 | $14, 286.0 

Technicians, contracts, trainees, program direction | 1, 522. 2 1, 348.0 2, 870. 2 
— ‘ 
| 
| 
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Breakdown of unliquidated obligations for program supplies 


Fiscal Fiscal 


year 1952 | year 1953 Remarks 


Agriculture, forestry, and fisheries 








Nitrogenous fertilizer $2, 200. 0 Ammonium sulphate 
Forestry research $200. 0 Scientific instruments and supplies. 
Lumber production 300. 0 Timber extraction equipment. 
Soil research 100.0 | Scientific implements and supplies. 
Locust control 70.0 | Pesticides, planes, etc. 
Land reclamation and development 800.0 | Earthmoving equipment, tractors, ete. 
Fisheries 650.0 | Construction equipment, refrigeration, etc. 
Basic research, agriculture 75.0 | Scientific instruments and supplies. 
Total 500. 0 3, 895. 0 
Health and sanitation: j | 
TB hospital 150.0 | Medieal apparatus, equipment and sup- 
plies 
Health education. 380.0 Medical demonstration equipment and 
supplies. 
Total 380. 0 150.0 
Education: College exchange program | 300.0 | Educational equipment, supplies, and 
texts 
Commerce and trade: Fertilizer factory 2,500.0 | 3,000.0 | Construction equipment and _ supplies, 
industrial machinery, ete. 
Communication and_ transportation 1, 100.0 Earthmoving, road-building equipment, 
Road development, East Bengal ete 
General purpose projects 
Agricultural village development 1, 849. 0 437.0 | Agriculture, health supplies, vehicles, 
demonstration materials, etc 
Economic development, Baluchi 175.0 | Vehic scientific instruments, supplies, 
stan. etc 
lot 1, 849. 0 612.0 
otal 6, 329.0 7, 957.0 


Breakdown of unliquidated obligations for technical services, contracts, and program 
direction 





Fiscal | Fiscal . 
year 1952 year 1953 Remarks 
Program direction $22. 2 
lrainee program 550.0 
Engineering consultant service 150. 0 Fertilizer plant 
Agriculture, forestry, and fisheries (cor 
tractual service 
Locust control $35. 0 Pilots service. 
Land reclamation and development 250.0 | Engineering (Bolan Dam and Mahki 
Dhand 
Karachi fish harbor 100.0 | Engineering service 
rubewell development 50.0 | Surveys and preliminary engineering— 
| Bahawalpur. 
Health and sanitation contractual serv 288.0 | Massachusetts Public Health Service. 
ice 
Education—intercollege exchange pro 500.0 | Contracts with United States colleges. 
Genera] purpose— Baluchistan develoy 125.0 | Economic surveys—contract. 
Total 1,522.2 | 1,348.0 } 


Grand total 851.2 9, 305. 0 








: 
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Technical progress and development, Asia and the Pacific—Comparative summary of 
obligations by country 


{In thousands of dollars] 





ee Estimate, Estimate, 
Country A fiscal year fiscal year 
a a 1953 1954 
Technical cooperation: | 

Afghanistan $253. 7 $663.3 | $1, 400. 0 
Burma 1 13, 674.3 | 6, 935. 6 |. i 
Ceylon 10.9 e ‘ . . 
India . 5 } 52, 707.7 43, 841.5 | 30, 100. 0 
Indonesia __- : 1 8, 063.7 ‘ 5 | 4, 000. 0 
Nepal | 201. 5 600. 0 
Pakistan 10, 600. 7 | 13, 000. 0 

Regional Asse , | 155. 6 J - 
Philippines. _---- 32, 104.0 17, 000. 0 
Thailand _- 7, 097.0 5, 000. 0 
Total country obligations. .- stanbea 1 124, 869. 1 94, 010. 5 71, 100.0 
Dependent overseas territory ; , : 5.5 77.2 | 1, 000. 0 
Total obligations i ‘ . 124, 874. 6 94, 087.7 | 72, 100. 0 


1 Excludes $2,402,000 of fiscal year 1951 obligations in Burma and Indonesia transferred foom MSA to 
TCA on June 30, 1952. 


Technical progress and development, Asia and the Pacific—Comparative summary 
of obligations by major project category 


{In thousands of dollars} 








Actual, Estimate, Estimate, 
Major project category | fiseal year fiscal year fiscal year 
1952 1953 1954 
1. Agriculture, forestry, and fisheries pe bntinh~binigsoucbuand $50, 864. 7 $39, 448. 4 $21, 931.0 
S, Be Ne IE oi on nadie d spite amadebomaet onsets 13, 130. 3 14, 218.7 6, 670. 8 
Si, DIR hi Cctansnnagesecuces aan eneine neh eT Al 5, 169. 6 | 6, 535. 3 9, 960. 0 
4. Natural resources abuwihtw tras Nee dn wees tides | 9, 440. 7 7, 600. 5 | 9, 587. 2 
5. Industry, trade, labor----_--- SEtrehsshd hide San deltal 22, 058. 9 14, 027.0 5, 094. 0 
6. Transportation, communication : ‘ ; = > ; 9, 254. 5 6, 656. 0 2, 574.0 
7, Public administration (including public finance, census, | 

Teal bth bsdcbbceddeucde-sueaue ch base couewe a 1, 847.0 962. 0 | 1, 315.0 
8. General projects divtindtitietivixas acdcaish aaty aaa -| 12, 724.0 3, 845. 4 | 14, 283. 0 
eee ee ee aa er et 384.9 794. 4 685. 0 
Total obligations.__............-- bidss cdi iccbusid | 1124, 874.6 | 94, 087.7 | 72, 100.0 


1 Excludes $2,402,000 of fiscal year 1951 obligations in Burma and Indonesia transferred from MSA to 
TCA on June 30, 1952. 


UNEXPENDED BALANCES OF TECHNICAL COOPERATION PROGRAMS UNDER THE 
Act For INTERNATIONAL DEVELOPMENT 


The process of obligation and expenditure ! for technical cooperation programs 
is fundamentally different from that for economic aid programs emphasizing 
supplies. Instead of the basic obligating device being a series of procurement 
authorizations, it is rather a series of individually negotiated and firmly committed 
program and project undertakings between two governments—some 200 separate 
obligating agreements supported by 1,740 individual joint projects for the TCA 
program as a whole. Instead of the furnishing of supplies and equipment being 
the immediate purpose of aid, technical cooperation is directed to the under- 
taking of joint project operations, intended to develop cooperative functioning 
relations between technicians of two countries; and whatever supplies and equip- 
ment may be included are individually calculated, as necessary to assure successful 
implementation of particular project operations. 

This distinction has important effects in practice. Instead of an annual 
program’s authorizing the supply of certain broadly specified kinds of raw ma- 
terials, foods, or military hardware, an annual technical cooperation program 





1 See attached annex for definitions. 
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specifies, rather, a number of selected operational problems to be jointly attacked. 
Advance planning does, of course, indicate the general types of technicians and 
the approximate nature and cost of supplies and equipment likely to be required— 
but the detailed planning and exact specifications for these expenditures can be 
determined, in most cases, only as the individual technical operation progresses. 

A special lead time is therefore required, following congressional appropria- 
tions for a particular technical cooperation activity, for— 

1. Negotiating the more specific details of individual projects to be jointly 
carried through, 

2. Getting specialized United States technicians into the field and into operat- 
ing contact with the appropriate local technicians. 

3. Actually launching the individual cooperative projects and developing 
definitive specifications for the particular supplies and equipment required thereon. 

Only after these steps have been taken can the more usual processes of procure- 
ment, delivery, billing, and final payment be set in motion—with further delays 
inevitably required by the great distances, local peculiarities in specifications, and 
foreign language translations involved. 

To be sure, preliminary informal discussions based on requests initiated by 
the host government must usually be undertaken to determine the general ad- 
visability of certain broad activities before annual programs are proposed to the 
Corgress in the first place. But until appropriations have specifically authorized 
funds it might easily prejudice the good faith of the United States if such conversa- 
tions with a foreign government went into too great detail. As it is, there is a 
general tendency for other countries not to understand our governmental pro- 
cesses, but to regard even exploratory discussions as a halfway commitment of 
United States assistance. In practice, therefore, it is essential to wait until the 
Congress has actually approved an appropriation before negotiations become too 
specific. And then, when such detailed negotiations do begin they frequently 
require some months—and sometimes cabinet or parliamentary action by the 
other government—before joint signatures can be affixed to binding program or 
project agreements. 

After an agreement is signed it often involves recruitment of specialized tech- 
nicians not already present in the country mission or readily available. It is an 
unfortunate fact that processing selected technicians requires about 6 months 
before their actual arrival in the field—and locating a competent technician, able 
and willing to go, may extend this time lag considerably longer. 

Whenever possible, procurement of necessary supplies and equipment antici- 
pates arrival of technical specialists in the field—but it is more usual for the 
specifications for individual items to be developed after arrival of specialized 
technical personnel and after these men and their technical colleagues in the host 
government have agreed on detailed operating plans. 

Thus, all together, there is an irreducible time lag of some months after the 
original congressional appropriation before specifications and procurement orders 
for particular supplies can be issued. There appears to be no way to eliminate 
this delay—although constant efforts are being made to reduce it. Only after 
Congress has acted can specific project negotiations be initiated, and only after 
signature of such projects can the recruiting and processing of the specialized 
technicians required be authorized. Procurements of working supplies by these 
technicians and final expenditures therefor necessarily involve an even greater 
time lag. 

In view of the above it is almost surprising that expenditures of the Technical 
Cooperation Administration have kept up with obligations as closely as they 
have. Thus, total cumulative congressional appropriations for all TCA pro- 
grams for fiscal years 1952 and 1953 were $575.6 million, of which approximately 
$530 million has been obligated as of June 30, 1953; of this total, precisely two- 
thirds had been expended by the same date (June 30, 1953), leaving an unexpended 
balance of $222.8 million or a total slippage of approximately 10 months. The 
greater part of this balance is accounted for by certain special situations: 

(a) Approximately $10 million will not be expended at all but is expected 
to be deobligated and treated as a savings as the result of closing out the Burma 

rogram. 
» (6) $44 million represents unobligated and unexpended funds of the Palestine 
refugee program which will be used for fiscal year 1954 purposes—for which year 
no new appropriation is requested. 

(e) $11.9 million is reserved for a new and greatly expanded program in Egypt 
just negotiated with General Naguib’s government, and for which a joint fund 
is currently being established. 
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(d) $13.2 million is unexpended against the Iranian program—and represents 
largely commitments for supplies on order and for joint funds and other agree- 
ments recently signed after protracted negotiations, and against which expendi- 
tures will be recorded early in fiscal year 1954. 

(e) $68.3 million is for India and reflects unusual difficulties in negotiating 
contracts, for example, those for drilling of tubewells which involve controversial 
engineering details. In largest part these difficulties are now resolved and 
specific contracts have been let. Many construction equipment items, however, 
such as earth-moving equipment, continue in short supply so that slow delivery 
has been unavoidable. 

(f) $17.5 million is for Pakistan, where about half of the project agreements 
were only signed by our recently arrived country director in the spring of 1953. 

Thus, about $166 million of the total unexpended balance is explainable by a 
few specific situations. The great majority of TCA programs have proceeded 
relatively rapidly. Put another way, the total expenditure during the fiscal year 
1953 for all TCA programs under the Act for International Development has 
been over $117 million compared with a total new TCA request for fiscal year 
1954 under the Act for International Development of $130,984,500. 


Financial progress of TCA 


{In percent] 


Act for Inter- | 
national De-| All funds 


velopment | 


1952: | | 
Authorized enn e — i ” 100 | 100 
Obligated ae oe ae dea 96 | 98 
Subobligated 5 Saieaekmens ‘  &. ; 53 75 
Expended did itd «hha sda pela ob hidie ae wih 5 14 | 45 
1953, cumulative with 1952 funds: ! | 
Authorized si alien ail antennas ; coats 100 100 
Obligated _ - b ieee : De balgtnias 99 | 92 
Subobligated wens wink i . 77 87 
Expended_ . iahietiaattn 43 | 64 
1954, cumulative 1952, 1953, and 1954: 
Authorized _. aoseune Lopaniabsmetowaé 4.3 100 | 100 
Obligated i debisduugsebiesécute ° . 99 | 99 
Subobligated ................ iin’ Hi gedidin a R3 | 91 
Expended..- SE iene ss ee . . 77 | 82 


It may fairly be asked what would be the effect of not appropriating the funds 
requested for the new year, but trying to ride along on funds still unexpended from 
previous years. The answer is that the program in effect would go into immediate 
liquidation. In the first place, no means would be available to pay technicians 
or program direction salaries, since funds for this purpose cannot generally be 
included in the obligated carryover from | fiscal year to the next. All un- 
expended funds available being obligated for specific earmarked projects, no new 
projects could be discussed and the regular current planning of continuing projects 
within the general program activity fields of joint operation would jar to an abrupt 
halt. 

It must be emphasized here that the purpose of technical cooperation for under- 
developed areas is to achieve certain broad program goals in specific fields of 
activity, over perhaps a 5- or 10-year period—not merely to carry on isolated 
short-term projects. Thus the total program for a broad field of activity—such 
as agricultural development—contemplates a recurrent series of smaller specific 
projects—each representing a single step at a time within a total development. 
As earlier simpler projects prove successful, later more advanced segments of the 
total program are addec« under carefully planned additional project agreements. 
At each successive stage the host country itself is expected to assume a larger and 
larger part of the part of the total expanding program, until it eventually carries 
on the full activity without further United States support—but the total period 
of tutelage and self-development normally requires some years of active joint 
efforts. 

It is this continuing process of orderly development which would have to cease 
immediately unless new obligational authority is provided, as requested in the 
current submission. True, existing projects could be continued for a limited 
period of time with the funds already specifically obligated, but the overall long- 
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range program would immediately begin to “peter out.”” Should the Congress the 
following year then seek to pass new appropriations at approximately the former 
annual rate of obligation, the whole process of negotiating agreements, recruiting 
technicians, and calculating specifications for equipment would have to commence 
all over again. The unavoidable result would be a 12-month break in planning, 
succeeded after some months’ time lag by a corresponding gap of about a year in 
continuing cooperative operations. Sharp fluctuations in program authorizations 
from year to year would defeat the basic purpose of orderly development of the 
skills and techniques of a particular underdeveloped country. From a political 
point of view it would be even more shortsighted—the element of hope introduced 
by the point 4 eoncept would likely be replaced by disillusionment as to United 
States intentions. It can be asserted categorically that the only effective means 
for the United States to carry on a successful technical cooperation program is to 
appropriate funds regularly each year at a fairly steady annual level, accepting the 
fact that average expenditures will and must lag some 8 to 12 months behind 
appropriations. 
ANNEX 


BASIC DEFINITIONS AS APPLIED TO TCA OPERATIONS 


1. Obligations.—A legal commitment of funds; an obligation on the part of the 
United States for the future payment of funds; or a specific reservation of funds, 
earmarked for a specific service, project, or type of commitment. Examples of 
types of obligating documents in TCA are technical-assistance agreements with 
foreign countries that commit the United States to a specific reservation of funds. 
That is usually a “program” or “operational” agreement. Also includes the 
normal governmental type of obligating documents—payrolls for technicians’ 
salaries, travel orders, rent invoices, procurement of administrative supplies 
and equipment, and grants to foreign nationals for training in the United States. 

2. Subobligations.—After the cosigning of specific program, project, or opera- 
tional agreements by both TCA and host government that commits the United 
States to contribute a stipulated sum of money, subobligations are incurred 
through the issuance of procurement authorization for supplies and equipment, 
payments to joint funds, or signing of contracts for services or supplies. This 
step usually follows almost immediately for some agreements but may take as long 
as 3 fiscal years to complete incurring all of the subobligations against an obliga- 
tion. This transaction does not expend any funds, rather it reflects current 
operational progress of the project or agreement. 

3. enesdtnaee —kinant disbursement of funds from the Treasury or occa- 
sionally the vouchers approved for payment that are in transit between the 
accounting office and disbursing officer. 

Under regular Government operations, nearly all of an appropriation is usually 
obligated by the end of the fiscal year for which it is made available. During 
that same year about 60 to 75 percent of it is expended. The following year 35 
to 20 percent is expended, and during the third year all but approximately 1 
percent is expended. This 1 percent goes to an expired account for direct settle- 
ment of claims by GAO. 


PRODUCTIVITY AND TECHNICAL ASSISTANCB, EUROPE 


The productivity program is designed to encourage and to assist in bringing 
about a fuller and more economic utilization of productive and distributive facili- 
ties. Such a program is a logical and necessary part of a balanced economic and 
defense aid program. While the program is primarily concerned with increasing 
the productive capacity of available facilities and resources through the applica- 
tion of technical and managerial know-how, it is also playing a leading role in the 
United States efforts to set into motion the forces of an expanding economy in 
Western Europe which will tend to eliminate those restrictive practices which have 
kept the European economy from developing the strength that would enable it 
to sustain both an adequate living standard and a vigorous defense effort without 
continued and indefinite help from the United States. 

Through the productivity and technical assistance program we are makin 
available to European countries information on the best practices in industry an 
agriculture, including engineering, plant layout, management and supervisory 
techniques, industrial human relations, land utilization, improved seed and 
fertilizers, agricultural extension systems, etc. A very large number of these 
techniques have been developed since the beginning of World War II and therefore 
are as new to American culture as to the participating European countries. The 
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great challenge of the MSA technical assistance program to foreign participants 
is that they must adapt these techniques to their country situations. 

The United States Government is not attempting to revolutionize the entire 
European industrial and agricultural economy with a program which has repre- 
sented since 1948 less than one-half of 1 percent of the total United States aid to 
Europe. The evidence is clear, however, that the relatively small amounts of 
money being spent on TA are being well spent and the immediate returns more 
than repay the cost. 

Action programs have been started in all major participating countries, and 
work to improve productivity, stimulated by United States technical assistance, is 
proceeding in hundreds of industrial and agricultural establishments throughout 
Western Europe. 

Workable local institutions have been established in most of the participating 
countries, many of which have already reached the stage of development where 
they are capable of and actually are assuming increasing responsibility for and 
leadership in the program. Within the last few months, an organization has been 
created within the OEEC which is designed to ultimately undertake primary 
leadership and responsibility for the international aspects of the job. A person 
to head up this organization has been appointed, and it is hoped that the organi- 
zation will be staffed and operating effectively within the next few months. 

The Governments of all participating countries have agreed to support the pur- 
poses and objectives of the productivity program, and industrial, agricultural, 
and labor groups, are participating in it. It is expected that by the end of fiscal 
year 1954, many of the MSA technical assistance functions will have been trans- 
ferred to them. 


Technical assistance, Europe—Comparative obligations by field of activity 





Actual, Estimate, | Estimate, 
Field of activity fiscal year fiscal year | fiscal year 
1952 1953 } 1954 
Industrial production and labor relations (including military) | $9, 227, 467 | 1 $12, 069, 600 | $9, 750, 000 
Agricultural production 2, 639, 400 7, 248, 200 | 6, 400, 000 
Improvement of distribution and encouragement of competi- | } 

tive enterprise | 260, 600 | 680, 600 | 440, 000 
Improvement of transportation and communications | 645, 400 | 1, 408, 000 | 940, 000 
Government administration and finance - - wait 549, 700 | 800, 000 | 550, 000 
Operations costs ‘ hie ‘ 5, 436, 807 7, 797, 181 | 7, 100, 000 
Total obligations | 18, 759,374 | 30,003,581 | 25, 280, 000 
Credits from deobligations, prior-year funds__.- — 2, 439, 000 | —3, 636, 000 | — 2, 280, 000 
Net fund requirements__....-- Pe cutahin ee | 16, 320, 374 26, 367, 581 | 23, 000, 000 





1 Includes $2,500,000 transferred to OEEC for European Productivity Agency. 


CoNTRIBUTION TO NATO—INTERNATIONAL MILITARY HEADQUARTERS 


The military forces which are committed to the defense of the North Atlantic 
Treaty area by member nations of the North Atlantic Treaty Organization have 
been placed under the command of two Supreme Commanders—the Supreme 
Commander, Allied Powers, Europe, and the Supreme Commander, North Atlantic 
Ocean Area. Headquarters of these two Supreme Commanders—familiarly 
known as SHAPE (Supreme Headquarters Allied Powers, Europe) and 
SACLANT (Supreme Allied Command, North Atlantic)—are located in Marly, 
France, near Paris, and in Norfolk, Va., respectively. 

Under these commanders are the following NATO international commands: 


A. SUBORDINATE COMMANDS OF SHAPE 


Headquarters, Allied Forces, Northern Europe 

Headquarters, Allied Land Forces, Central Europe, and Flag Officer, Central 
Europe 

Headquarters, Allied Air Forces, Central Europe 

Headquarters, Allied Forces, Southern Europe 

Headquarters, Allied Naval Forces, Southern Europe 

Headquarters, Allied Land Forces, Southern Europe 

Headquarters, Allied Air Forces, Southern Europe 

Headquarters, Allied Land Forces, Southeastern Europe 
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Air Training Advisory Group 

European Military Communication Coordinating Committee 
European Long Lines Agency 

European Radio Frequency Agency 

Military Standardization Agency 


B. SUBORDINATE COMMANDS OF SACLANT 


Commander in Chief, Western Atlantic Area 
Commander in Chief, Eastern Atlantic Area, Atlantic Command 
Air Commander in Chief, Eastern Atlantic Area, Atlantic Command 

In addition to these military commands, there are other international military 
headquarters and agencies all but one of which are assigned to SHAPE administra- 
tive and budget control. The one exception is the top military planning agency, 
the Standing Group, located in Washington. 

The standing group, composed of personnel from the Defense Establishments 
of the United States, the United Kingdom, and France, is provided personnel, 
and their support by the latter two countries, while the United States, as host 
country, provides not only personnel but also office space, communications, and 
o‘her facilities for the group as a whole. A separate item in the estimate covers 
this group. 

United States contribution to the other international headquarters is twofold. 
First, we provide the personne! of our military services assigned to the staff and 
supporting complement. The pay, allowances, and basic military personnel costs 
of these assigned personnel are paid from the United States military budgets. 

The salaries of civilian personnel, the costs of communication services, the 
expense of maintaining and operating the headquarters buildings, and other oper- 
ating expenses of the stafT, are budgeted internationally. United States contri- 
butions to these international budgets are made as a percentage of total cost, 
and are normally payable in the curreney of the country in which each head- 
quarters or activity is located. However, for the European headquarters, certain 
requirements included in these budgets are more readily available to the United 
States overseas military commands than through other channels. Civilian em- 
ployees who are United States citizens are hired and sereened as emplovees of 
the United States Army or the United States Navy, and paid the salaries and 
allowances of their United States grades on vouchers and payrolls of the American 
military. In such instances, the value of materiel or services provided and the 
NATO salary and allowances for the positions occupied by United States citizen 
civilians assigned to these headquarters are deducted from the amount otherwise 
due as a contribution from the United States. The amounts of such deductions 
are verified by the fiscal officer of the American military command involved and 
the fiseal officers of SHAPE or SACLANT, and reimbursement is made from 
MDAP funds to the United States military departments for the value of the 
services or materiel provided. Remaining balances are paid directly to the 
international fund’s bank accounts, in foreign currencies requested. 

The international headquarters’ budgets are prepared on a parliamentary 
basis—that is, on an annual expenditure estimate, with authority to enter into 
contracts for later expenditure. Also, they cover calendar years rather than 
fiscal years. Our estimate for the contributions to be made is first adjusted to 
an ‘obligation’ basis (which includes only that part of the contract authority 
utilized within the calendar year) and then adjusted to the United States fiscal 
vear, Julv 1 to June 30, according to the time at which our contribution is due. 

Budgets for the calendar year for these headquarters and agencies are usually 
submitted for review in December preceding the budget year. They are reviewed 
by a committee representing the member governments. They are examined in 
detail, and items which are unanimously approved by this committee are approved 
as a basis for covering operations starting the following January 1. Budget 
items for which approval is deferred, are submitted in greater detail, or are verified 
as to cost factors by further examination, and, as pending projects, are described 
as “supplemental’’ estimates which term also includes the estimates for new 
projects. Part of the calendar year 1954 requirements—as estimated based on 
continuance of operations at the 1953 ealendar year rate, are required to be 
obligated in fiscal year 1954. The 1953 contract authority has been approved 
in total, and is to be distributed at a later time. 

The statements attached show the budgets by headquarters or military agency 
by calendar year; and show the amounts vithin the total of these budgets for 
operating costs and capital costs: and finally, the application of these annual 
obligation rates to United States fiscal years in which payment is required. 
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Two other tables show the total calendar year 1953 budgets analyzed as to 
objects of expenditure—operating expenses being subdivided into persone] services, 


communications, travel, and all 
construction, equipment, and all other. 


International Military Headquarters—Su 


( FRurope comparative statement, 
1952 and 1958 


Supreme Headquarters Allied Powers (Europe 


Operational costs 
Capital costs 


Allied Forces Northern Europe 


Operational costs 
Capital costs 


Allied Land Forces and Flag Officer Central Europ: 


Operational costs 
Capital costs 


Allied Air Forces Central Europe 


Operational costs 
Capital costs 
Allied Forces and Naval Forces Souther 


1 Europ 


Operational costs 
Capital costs 


Allied Land Forces Southern Europe 


Operational costs 
Capital costs 


Allied Air Forces Southern Europe 


Operational costs 
Capital costs | 


Allied Land Forces Southeastern Europe 


Operational costs 
Capital costs | 


Commander in chief, Mediterranean 


Operational costs / 
Capital costs 


Air Training Advisory Group_. 


Operational costs 
Capital costs 





European Military 
Committee 


Communication Coordinating | 


Operational costs 
Capital costs 


European Long Lines Agency 


Operational costs 
Capital costs. 


Summary 
Operational costs 
Capital costs 
United States share of contract authority 
Total 


other e 


xpenses, 


preme 


and 


Calendar year 1952 


Total cost 
$10, 627, 456 


3, 288, 609 
7, 338, 847 
2, 063, 371 


630, 112 
1, 433, 259 


3, 101, 943 


1, 432, 009 
1, 669. 


11,911, 


2, 842, 883 
9, 068, 27 


2, 532, 916 


1, 487, 474 
1, 045, 
840, 548 


279, 476 
561, 072 


2, 139, 703 


987, 605 


1, 152, 098 | 


255, 241 


147, 794 


107, 447 


11, 095, 962 


22, 376, 370 


33, 472, 


332 


Unitec 
States 


share 


$4, 042 


, 937 
2, 481 


786, 742 


141, 775 
644, 967 











81, 605 
33, 254 
48,351 


2, 496, 592 
10, 069, 366 


12, 565, 958 


capital 


He adquayr ters 


operating and capital expenses, calendar y 


costs she 


to 


Allied Powe 


Calendar year 1953 








Ww 


ar 











Unit 
‘otal cost States 
sh 

$3, 504, 652 $845. 051 
3, 253, 534 732. 048 
251, 118 113, 003 

1, 617, 683 585, 
632, 144 142, 232 
985, 539 443, 493 
1, 605, 299 433, 427 
1, 284, 255 288, 957 
321, 044 144. 470 
3, 842, 687 1, 010, 947 
3, 192, 271 718, 260 
650, 416 202, 687 
3, 455, 579 1, 082, 349 
2, 100, 719 72, 662 
44, 860 609, 687 
528, 146 166, 317 

317, 101 71, 

211, 045 94, 
612, 203 | 151, 585 

i 

550, | 123, 94 
61, 4 | 27, 639 
1, 407, 867 502, 889 
AR0, 669 130, 650 
827, 198 | 372, 239 
450, 170 | 125, 742 
341, 497 | 76, 839 
108, 673 48, 903 
221, 182 | 60, 256 
174, 555 39, 274 
46, 627 20, 982 
33, O91 9, OR4 
21, 808 4, 907 
11, 283 5, O77 
30, 245 | 8, 943 
0, 743 4, 667 
9, 502 4, 276 
12,470,168 | 2,805, 789 
4,838,726 | 2,177, 426 
| 38,174,000 
17, 308, 894 8, 157, 215 
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International military headquarters—United States contributions—Mutual security 
appropriations financial summary—Calendar year conversion to United States 


fiscal years 
{In thousands of dollars] 


Prelimi- 








Calendar | Calendar | nary, cal- a. 
year 1951 year 1952 | endaryear| ooo io: 
1953 year 1954 
United States share of calendar-year budgets 
SHAPE and subordinate commands 7, 187 11, 313 | 8, 157 | 4, 983 
SACLANT and subordinate commands 199 | 117 117 
United States salaries 103 103 | 103 
Total, United States share -- 7, 187 11, 615 | 8, 377 5, 203 
Cumulative United States share (calendar year 1951-54) _ 7, 187 18, 802 | 7,179 32, 382 
' 
Fiscal 
Fiscal Fiscal Fiscal Fiscal | year 1955 
year 1951 | year 1952 | year 1953 | year 1954 (unre- 
quested) 
United States share of contributions by fiscal year to | 
SHAPE and SACLANT and subordinate com 
mands budgets (2, 999) 9, 200 9, 048 8, 433 | 2, 393 
United States salaries 103 103 103 
Total, fiscal year contributions (2, 999) 9, 303 9, 151 8, 536 2, 393 
Cumulative total, fiscal year contributions ; 1 (2, 999) 12, 302 21,453 | 29, 989 32, 382 


1 Not provided from Mutual Security appropriations; consists of a cash contribution of $1,713, from 
“Contingencies, OSD, 1951’’ and goods and services provided by military departments. 


Mutual security program—International military headquarters, SACLANT—Com- 
parative statement, operating and capital expenses, calendar years 1952 and 1953 


Calendar year 1952 Calendar year 1953 

United United 

Total cost States Total cost States 

share | | share 
Supreme Allied Command, North Atlantic $552, 663 $187,715 | $386,344 $91, 683 
Operational costs a 271, 038 60, 984 | 365, 207 | $2, 171 
Capital costs . 281, 625 126, 731 21, 137 | 9, 512 
Commander in Chief Eastern Atlantic 38, 038 11, 708 101, 111 | 25, 851 
Operational costs ; rsd 24, 038 5, 408 | 87, 324 | 19, 647 
Capital costs 14, 000 6, 300 | 13, 787 | 6, 204 

Summary | 
Operational costs x ‘ 295, 076 66, 393 452, 531 | 101, 819 
Capital costs. _- > ‘ 295, 625 133, 030 34, 924 | 15, 715 
Total L 2 : 590, 701 199, 423 487, 455 | 117, 534 
| 
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All other 148, 733 | 31, 199 212, 308 55, 972 


i Summary of International Military Headquarters—Principal object of expenditures 
SHAPE 
| Calendar year 1952 Calendar year 1953 
' | ——s . aoe ee 
' aleost |United States} py...) ance | United States 
| Total cost share Total cost | share 
* 
Summary 
Operational costs, total | $11,095, 962 $2, 496,592 | $12, 470, 168 $2, 850, 789 
Personal services 1, 967, 197 442, 619 2, 923, 785 657, 854 
Communications i, 997, 774 449, 499 3, 513, 178 790, 467 
Travel 610, 510 | 137, 365 1, O85, 574 244, 254 
All other ! 6, 520, 481 1, 467, 109 4, 947, 631 1, 113, 214 
|— 
Capital costs, total | 22,376, 370 10, 069, 366 4, 838, 726 2, 177, 426 
Construction 13, 616, 718 6, 127, 523 1, 575, 291 708, 880 
Equipment 7, 131, 841 3, 209, 328 , 094 284, 893 
All other ! . 1, 627, 811 732, 515 2, 630, 341 1, 183, 653 
Contract authority: United States share | 3, 174, 000 
| — - -_ 
Grand total, SHAPE and subsidiary 
commands. . | $3, 472, 332 12, 565, 958 17, 308, 894 8, 157, 215 
SACLANT 
Operational costs, total | $303, 690 | $66, 065 | $441, 273 | $107, 488 
Personal services 14, 249 | 3, 206 | 20, 590 | 4,631 
Communications 40, 222 | 9, 052 28, 974 6, 519 
Travel ‘ 100, 486 | 22, 608 179, 401 40, 366 
Capital costs, total | 295, 413 132, 935 21, 137 9, 512 
Construction _- | 202, O88 90, 939 3, 865 1, 739 
Equipment ‘ | 85, 825 38, 621 11, 881 5, 347 
All other “ 7, 500 3, 375 5, 391 2, 426 
Grand total . 599, 103 | 199, 000 462, 410 117. 000 


| | 


! Includes amounts for all other NATO agencies, Commander in Chief, Mediterranean; Air Train Ad- 
visory Group; European Military Communication Coordinating Committee; European Long Lines Agency. 


36234—53——_57 
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ConTRIBUTION TO NATO CrviLIAN HEADQUARTERS 


United States contribution to NATO civilian headquarters budget—-Computation of 
estimate 


{Expressed in dollars] 
Cash contribution: 
Total estimated NATO civilian headquarter calendar 1953 budget: 


SS. CU. 6 hcinn cna a anand nciememunscuetrei $3, 685, 700 
SNL... 5 aes. wee aceeawecannaanawemncaabee 114, 300 
RNG G osha Pak Sekine soos ebak ack teste ZS J 3, 800, 000 

Assessment: 
Se NN ne cl eeeetaccwidiicwcsu 829, 300 
CIE Te ROE osc: ticmenimonene. ~=so- na icine woe 51, 400 
880, 700 


Estimated % to be paid from United States fiscal year 1954 

es oe en a ae ene eee ee eee 440, 350 
Estimated % of United States assessment on NATO calendar 

1954 budget, to be paid from United States fiscal year 1954 

funds (an increase of 10 percent is assumed in the NATO 


er cSnwa ct acewSthcseeEwsssctoutceeects 484, 400 
Total United States assessment payable from United 
I oe cal ei wim papas a een 924, 750 


Less credit to United States for loan of United States nationals_. — 186, 750 


Total net United States assessment payable as cash contri- 
his 2 os osteo 2 one S Geciete + 224 ae i in cen veh hosters 738, 000 


United States staff detailed to NATO: 
Direct costs to United States of United States nationals loaned 





to NATO: 

I a ON re ee are eras a ee 280, 000 
I i ten a 96, 000 

Home teave and transfer travel.....................<.-- 55, 000 

ln cunibla aisithediel ken etied!) Selieckunncae|’} MMS aun 431, 000 

Summary: 

I ai a er leaner Gartceme 738, 000 
United States staff detailed to NATO___.___-...-_----..---- 431, 000 


| EE ee ee ee ee ee ee. See 1, 169, 000 
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ContTriBuTION To NATO Sranpine Group 


Analysis of estimated expenses, United States contribution to NATO standing group 
(fiscal years 1952, 1953, and 1954) 


| Estimated | Estimated 


Object classification | Actual, 1952! |requirements,|requirements, 

1953 1954 
Number United States military personnel assigned = | RO | 80 
Number of civilian personnel paid from United States funds 56 | 5O 
Average number of permanent personnel 48 | 50 


PERSONAL SERVICE OBLIGATIONS | j 


Permanent positions 7 ‘ $207, 465 $190, 165 
Regular pay in excess of 52-week base ; 735 | 735 
Payment above basic rates, military personnel: Station allow- | | 
ances woke 12, 500 
Payment above basic rates, civilian personnel | 
Overtime and holiday pay ‘ | | 13, 000 | 15, 000 
Allowances 55 Be ‘ ba | 3, 500 
ol Personal services, net total | 221, 200 | 221, 900 
02 Travel | 58, 000 70, 000 
03 Transportation of things ‘ | 500 500 
04 Communication services : | 13, 200 14, 000 


05 Rents and utility services 7 | 


| 
| 

06 Printing and reproduction - 12, 000 | 12, 000 
| 


| 

| 
07 Other contractual services - - | | 60, 000 | 60, 000 
08 Supplies and materials 14, 500 14, 500 
09 Equipment 30, 000 | 27° 500 
15 ‘Taxes and assessments | | 600 | 600 
sahieshiamineiiiaiaaiiee tiidameig ella eicneitmeiene, - 
Total requirements ‘ sain ia 410, 000 | 421, 000 


| 


‘ Obligations for fise2] year 1952 are included in the following appropriations: ‘‘Salaries and expenses, 
OSD,” $250,070; ‘‘Administrative expenses, MSA,"’ $16,817. 


Source: Standing Group Estimating Agency, OSD. 
Miuirary ASSISTANCE 
Packing, crating and handling, and transportation for all areas 


The following sums, by geographic areas, are estimated requirements for pack- 
ing, crating, handling and transportation of all military items expected to be 
shipped during fiscal year 1954: 


WA et le fone see ss hove ioei ce ki ie $159, 570, 000 
ee ke aun dich abana nemomerae 28, 965, 000 
Dee ee ee ee ia. od a eS eee es ee ke 60, 003, 000 
ARGC TRON. bs on io eS od 5 254 a SSSR 3, 967, 662 

Pees VUU id. god SUS a St a Peis Sei 252, 505, 662 

By services, the distribution is as follows: 

Meme 36 5. i 38S LG PAs OTR BS OS a st Gh cs 2 SS $159, 297, 552 
NOWF dali Ss Hoa see eee aaa Sia. 24 ee a ae 16, 987, 000 
RiP TRO nnn ondnen dawawe uae . ca0ates Jd05l 2obssaal aka 76, 221, 110 

i ee ee Re ee eres irae ey 6 y Ys eee 252, 505, 662 


Each service has calculated its requirements on the basis of factors computed 
from actual experience since the inception of the program, applied against pro- 
jected shipments for fiscal year 1954. Included in the computation are inland and 
ocean freight charges, labor and material for crating and packing and, where 
necessary, special processing to insure against damage in overseas shipment. 


ESCAPEE PROGRAM 


The escapee program had its inception under the authority of the Kersten 
amendment (sec. 101 (a) (1) of the Mutual Security Act of 1951). On March 
22, 1952, the President approved the use of funds for this plan which provided 
for supplemental care and assistance in resettlement for certain escapees from 
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behind the Iron Curtain who had been granted asylum in Western Europe and 
this decision was communicated to the chairmen of the appropriate committees 
of the Congress. The Office of the Director for Mutual Security authorized a 
total of $4.3 million in appropriated dollars and approximately $2 million in 
local currency for this purpose. This authorization has since been reduced by 
$715,000 to comply with the President’s economy program as outlined in the 
Budget Bureau letter of February 3, 1953. 

In approximately 1 year of operation, the program has achieved substantial 
results at a minimum cost to the Government. Activities are being carried on 
in each of the major countries of first asylum benefiting over 20,000 escapees. 
Improved facilities of initial reception have been provided and camps and living 
conditions are being improved. Food and clothing are being furnished to supple- 
ment that provided by the local governments and by voluntary agencies. Medical 
and dental services are provided to improve the health of escapees and to remove 
disabilities which prevent resettlement. Miscellaneous small amenities are pro- 
vided to raise the morale of the escapees who have fled from demoralizing condi- 
tions and who face an uncertain future. 

Major attention is devoted to assisting escapees to resettle in countries where 
they can achieve self-dependence and live under normal conditions in a free 
society. To this end vocational and language-training programs are undertaken 
to qualify the escapees for resettlement and counseling and visa-documentation 
programs are provided to further process escapees for resettlement. All escapees 
are screened for security in cooperation with other United States agencies to 
assure that all persons given assistance are bona fide anti-Communists and 
otherwise qualify for United States help. Any person who does not pass the 
security sereening is declared ineligible for aid under the program and other 
necessary action is taken by the appropriate security agencies and the local 
governments. ‘The program also contributes a part of the cost of moving escapees 
to their countries of resettlement. As a result of these efforts, at the end of May 
1953, 4,709 persons had been resettled or were awaiting immediate transportation. 
United States assistance in these activities is essential because, although the 
local governments spend large amounts in bearing the major cost of caring for 
escapees, the governments have not been able to provide the level of assistance 

‘cessary to meet the political and psychological problems involved. United 
States participation has also been greatly assisted by the efforts of the several 
American and international voluntary agencies which carry out most of the 
United States program wnder contractual arrangements and which already have 
large staffs engaged in refugee and escapee assistance. Thus, with relatively 
small United States Government staffs, the program has directly brought about a 
marked improvement in the conditions of asylum and opportunitics for resettle- 
ment offered escapees and has also simulated increased contributions to the 
welfare of this group by local government authorities and by the voluntary 
agencies 

These benefits to those who have escaped do not and are not designed to 
encourage additional persons to flee from behind the Iron Curtain. However, 
the escapee program does give positive evidence of the announced friendship 
and concern of the United States for the people of the Communist-dominated 
countries and offsets Soviet propaganda efforts to the contrary. 

The escapee program proposes for fiscal year 1954 (1) to expand the present 
European program; (2) to initiate limited programs in the Near and Far East 
to meet needs not now being met. The total obligational authority required is 
$9,540,000, which includes local currency requirements. 


CONTINUATION OF PRESENT PROGRAM 


Continuation of the present program in Furope is essential to maintain and 
enlarge the progress which has been made. It is planned to continue the same 
general type of operation now being carried on, but to expand somewhat, eligibility 
under the program. At present, eligibilitv is granted to recently arrived nationals 
of Russia, the Baltic States, Poland, Albania, Czechoslovakia, Hungary, Rumania, 
and Bulgaria, but is withheld from certain groups such as the Greek ethnic escapees 
from Rumania. In fiscal year 1954 it is proposed to expand the eligibility to 
certain other groups which it would be in the national interest to assist. 
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ACTIVITIES IN THE NEAR AND FAR EAST 


It is proposed to extend the activities of the escapee program on a limited basis 
to assist anti-Communist escapees from Soviet Central Asia and mainland China. 
During a period when substantial sums weie being applied to the care and resettle- 
ment of refugees in Europe, little attention has been given to similar problems in 
the Far East. This neglect has been true in the case of escapees from communism. 
In recognition of the vast proportions of the problem in these areas, and consistent 
with the agreed purposes of the escapee program, it is planned to limit assistance 
to groups or individuals where such assistance will facilitate the achievement of 
United States objectives. Two modest projects have been initiated in this 
area in the current fiscal year under the authority of section 303 (a) of the Mutual 
Defense Assistance Act of 1949, as amended, It is proposed to undertake a 
larger program in 1954, which, however, will be only a token effort in terms of 
the vast size of the total problem in the Far East. 

The cost of this program to the United States is relatively small when related 
to the importance of the foreign policy issues involved. The escapee program 
is fundamental to such basic United States objectives in Europe as the promotion 
of the overall defense and stability of free Europe and the securing for the free 
world of the friendship of the enslaved populations behind the Iron Curtain. 
These objectives are a distinct and recognized threat to the Soviet efforts to 
bring about conditions in the free European countries conducive to political 
tension and disintegration and to shut off the captive populations from all knowl- 
edge of or friendship with the free world. The success of the escapee program 
in furthering the United States objectives is demonstrated by the persistent 
efforts of the Soviet and satellite powers to discredit the program. 


FISCAL YEAR 1954 REQUIREMENTS 


\s stated, in fiscal year 1954 a gross total of $9,540,000 is required for planned 
escapee-program operations. A planned goal of 12,000 escapees will be resettled 
overseas from Europe during the year. At a per capita cost of $250 this phase 
of operations will amount to $3 million. Supplementary care and maintenance 
will be provided to an average escapee population of 28,000 at a per capita cost 
of $180, requiring $5,040,000. Estimates for fiscal year 1954 are based on experi- 
ence factors developed during the year in which the program has operated, 
and reflect a relatively greater emphasis on resettlement rather than maintenance 
activity. 

Program activities were extended on a limited basis to south Asia and the 
Far East during the year under the authority of section 303 (a) of the Mutual 
Defense Assistance Act of 1949, as amended. Some 300 Kazakh refugees from 
Sinkiang Province who escaped to Kashmir are being assisted either to resettle 
in rural Kashmir or to move onward to Turkey. These activities serve United 
States national objectives by demonstrating continuing friendship and concern 
for the peoples under Communist rule. In fiscal year 1954 it is proposed to 
expand these activities along similar lines under section 101 (a) (1) of the Mutual 
Security Act of 1951, as amended, requiring a total of $1,500,000. 


Mutua. Security 1954 APPROPRIATION LANGUAGE 


Mutual security 


For expenses necessary to enable the 
President to carry out the provisions of 
the Mutual Security Act of 1951 
(Public Law 165, approved October 10, 
1951), as amended, as follows: 

[Military assistance, title I: For 
assistance authorized by section 101 (a) 
(1), $3,128,224,750; and, in addition, 
unexpended balances of appropriations 
heretofore made pursuant to section 101 
(a) (1) of said Act shall remain available 
through June 30, 1953, and shall be con- 
solidated with this appropriation :] 


Explanation of language changes 


The appropriation language for 
mutual security for fiscal year 1953 has 
been deleted in its entirety, except the 
preamble, Corporation section, and the 
General Provisions section, principally 
for two reasons: (a) The 1954 appro- 
priation structure is primarily on a 
functional basis whereas the 1953 
language was primarily on a geographic 
basis; (b) the portion of the 1953 lan- 
guage in the appropriations section that 
can be salvaged is relatively inconse- 
quential and new language is more 
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Mutual security Explanation of language changes 





[Economic and technical assistance, readable and can be followed 1 «re 
title I: For assistance, authorized by accurately. 
section 101 (a) (2), $1,282,433,000; and, 
in addition, unexpended balances of 
appropriations heretofore made _pur- 
suant to section 101 (a) (2) of said Act | 
shall remain available through June 30, | 
1953, and shall be consolidated with this 
appropriation ;] 
[Assistance to Spain: Unexpended 
balances of appropriations for ‘‘Assist- 
ance to Spain’’, granted in the Mutual 
Security Appropriation Act of 1952, | 
shall remain available until June 30, 
1953, and shall be consolidated with 
funds allocated for assistance to Spain 
pursuant to section 101 (c) of the | 
Mutual Security Act of 1951, as 
amended;] 
[Military assistance, title I]: For 
assistance authorized by section 201, 
$499,116,500; and in addition, unex- 
pended balances of appropriations here- 
tofore made pursuant to section 201 of 
said Act shall remain available through 
June 30, 1953, and shall be consolidated 
with this appropriation;] 
(Economie and technical assistance, 
title Il: For assistance authorized by 
section 203, $50,822,750; and, in addi- 
tion, unexpended balances of appro- 
priations heretofore made pursuant to 
section 203 of said Act (except the 
amounts allocated or available for the 
purposes of secs. 204 and 205 of said 
Act) shall remain available through 
June 30, 1953, and shall be consolidated 
with this appropriation ;] 
[Palestine refugee assistance, title II: 
For assistance authorized by section 206 
for carrying out the purposes of section 
204 of said Act, $60,063,250; and, in 
addition, unexpended balances of ap- 
propriations heretofore made available 
pursuant to section 203 and allocated 
or otherwise available for the purposes 
of said section 204 shall remain avail- 
able through June 30, 1953, and shall 
be consolidated with this appropria- 
tion ;J 
[Relief and resettlement of refugees 
entering Israel, title II: For assistance 
authorized by section 206 for carrying 
out the purposes of section 205 of said 
Act, $70,228,000;] 
{Military assistance, title III: For 
assistance authorized by section 301, 
$540,807,500; and, in addition, unex- 
pended balances of appropriations here- 
tofore made pursuant to section 301 of ‘ 
said Act shall remain available through : 
June 30, 1953, and shall be consolidated 
with this appropriation ;] 





' 
§ 
; 
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Mutual security 


[Economic and technical assistance, 
title III: (a) For assistance authorized 
by section 302 (a), to be furnished under 
the applicable provisions of section 503 
of the Mutual Security Act of 1952, 
$202,778,250; and, in addition, unex- 
pended balances of appropriations here- 
tofore made available pursuant to sec- 
tion 302 of said Act and allocated or 
otherwise available to the Mutual 
Security Agency (except unexpended 
balances of funds allocated for assistance 
to Burma and Indonesia) shall remain 
available through June 30, 1953, and 
shall be consolidated with this appro- 
priation; (b) For assistance authorized 
by section 302 (a) to be furnished under 
the applicable provisions of the Act for 
International Development, as amended, 
$67,793,000; and, in addition, unex- 
pended balanees of (1) appropriations 
heretofore available pursuant to section 
302 of said Act and allocated or other- 
wise available to the Technical Coopera- 
tion Administration, and (2) funds allo- 
cated for assistance for Burma and 
Indonesia, shall remain available through 
June 30, 1953, and shall be consolidated 
with this appropriation]; 

(Contributions to United Nations 
Korean Reconstruction Agency, title 
III: The unobligated balances of the 
appropriations available during the fis- 
cal year 1952 for carrying out section 303 
of said Act shall remain available 
through June 30, 1953 

[Military assistance, Title IV: For 
assistance authorized by section 403, to 
carry Cut the provisions of section 401 
of said Act, $51,685,750; and, in addi- 
tion, unexpended balances of appropria- 
tions heretofore made pursuant to said 
section 401 shall remain available 
through June 30, 1953, and shall be 
consolidated with this appropriation;] 

[Technical assistance, title IV: For 
assistance authorized by section 403 to 
carry out the provisions of section 402 
of said Act, $20,329,000: and, in addi- 
tion, unexpended balances of appropria- 
tions heretofore made pursuant to said 
section 402 shall remain available 
through June 30, 1953: and be consoli- 
date with this appropriation ;] 

{ Movement of migrants, titie V: For 
assistance authorized by section 534, 
$9,240,500;J 

(Ocean freight, voluntary relief pack- 
ages, title V: For assistance authorized 
by section 535, $2,587,500.J 


Explanation of language changes 
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Vutual security 


[MULTILATERAL TECHNICA 
COOP! RATION J 
[i r contributions authorized t sec- 


tion 404 (b) of the Act for International 
Development, as amended by section 
10 (a) of the Mutual Security Act of 
1952, $9,171,333.] 


[conrrirnvuTiIons rO UNITED NATIONS 
INTE RNATIONAI! CHILDRE ~ EMER 


GENCY FUND] 


{For contributions authorized by se« 
tien 12 of the Mutual Security Act of 
1952, $6,666,667.J 

Military assistance, Europe: For assist- 
ance authorized by sections 540 and 548 
for the purpose of section 101 (a) (1), 
$2,172,197,910; 

Military assistance, Near East and 
Africa: For assistance authorized by 
sections 540 and 548 for the purpose of 
section 201, $251,082,120; and in addi- 
tion, for assistance authorized by section 
202 (b), $40,000,000; 

Military and other assistance, Asia 
and the Pacific: For assistance authorized 
by sections 540 and 548 for the purpose of 
section 301, $1,059,876,014; 

Military assistance, American Repub- 
lics: For assistance authorized by sections 
540 and 548 for the purpose of section 
101, $15,414,010; 

Mutual defense financing, defense 
support, economic and technical assist- 
ance, Europe: For assistance authorized 
by sections 541 and 548 for the purpose 
of section 101 (a) (2), $268,200,000; 

Mutual defense financing, defense 
support, economic and technical assist- 
ance, Formosa and the Associated States 
of Cambodia, Laos, and Vietnam: For 
assistance authorized by section 541 for 
the purpose of section 302 (a), $84,000,000; 

Mutual defense financing, manufactur- 
ing in France: For assistance authorized 
by section 102, $100,000,000; 

Mutual defense financing, manufactur- 
ing in the United Kingdom: For assistance 
authorized by section 102, $100,000,000; 

Mutual defense financing, for equip- 
ment, materials and services for forces in 
the Associated States of Cambodia, Laos, 
and Vietnam: Fer assistance authorized 
by section 304, $400,000,000; 

Mutual special weapons planning: For 
assistance authorized by section 542 
$100,000,000; 


’ 


Ecenomic and technical assistance, 
Near East and Africa: For assistance 
authorized by section 543 for the purpose 
of section 208, $42,743,499; 

Economic and technical assistance, 
defense support, Asia and the Pacific, 
other than Formosa and the Associated 


Heplanation of language changes 


Military assistance-—New language 
for military assistance requests funds 
for the same general purposes as the 
1953 appropriations and in the same 
geographic areas. Section 101 (a) (1) 
is Europe, section 201 is Near East and 
Africa, section 301 is Asia and the 
Pacific, and section 401 is the American 
Republies. 


Mutual defense financing.—New lan- 
guage requests defense support funds 
for European countries receiving appro- 
priations in 1953 under title ‘Economic 
and technical assistance, title I.’ 
Funds are also requested for Indochina 
and Formosa for which funds were 
appropriated in 1953 under ‘‘Economic 
and technical assistance, title ITI.” 


Mutual defense financing.—Funds are 
also requested for financing French 
NATO military production and British 
NATO aircraft production; also for 
financing equipment and support of 
forces in Indochina. Related appro- 
priations were not made for the above 
programs in 1953 


Mutual special weapons planning.— 
New language—-No comparable item 
appears in the 1953 appropriation for 
Mutual Security. 

New language requests funds for 
programs financed in 1953 under the 
following titles, respectively: “Economic 
and technical assistance, title I1; Eco- 
nomie and technical assistance, title 
Ii1; Economic and technical assistance, 
title IV.” 








MUTUAL SECURITY 


Mutual security 


Stales of Cambodia, Laos, and Vietnam 
For assistance authorized by section 543 
for the purpose of 
$61,278,001; 


section 302 a), 
Technical assistance, American Repub- 
cs and non-self-governing territories of 
the We siern He mis phe re. For assistance 
authorized by section 543 for the pur pose 
if section 402, $24,342,000; 
Basic materials: For assistance author- 
zed by sections 514 and 548, $32,500,000; 


Special economic assistance, Near East 
and Africa: For assistance authorized by 
section 206, $164,000,000; 


Special economic assistance, India and 
Pakistan: For assistance authorized by 
section 302 (b), $94,400,000; 


Movement of migrants: For contribu- 
tions authorized by section 534, $10,000,- 
000; 


Multilateral technical cooperation: For 
contributions authorized by section 544 
during the fiscal year 1954 under section 
104 (b) of the Act for International 
Development, $13,750,000; 

International children’s welfare work: 
For contributions during the calendar 
year 1954 authorized by section 546, 
$9,000,000; 


Ocean freight, voluntary relief ship- 
ments: For payments authorized by sec- 
tion 585, $1,428,578; 


Contributions to United Nations Ko- 
rean Reconstruction Agency: For mak- 
ing contributions authorized by section 
303 (a), $70,300,000. 


UNEXPENDED BALANCES 


The unexrpended balance under each 
paragraph of title 111, Mutual Security, 
of the Supplemental Appropriation Act, 
1958, shall remain available for its 
original purposes through June 30, 1954, 
and shall be consolidated with the appro- 
priate fiscal year 1954 appropriation 


APPROPRIATIONS, 


1954 


903 


Explanation of language changes 


Basic materials.—This program was 
financed from economic funds from 
title I—Europe and title I1I—Asia and 
Pacific in 1953. The 1954 program is 
global in scope. 

Special economic assistance in the Near 
East and Africa.—The 1954 program 
includes two items for which separate 
appropriations were made in 1953, 
namely: ‘‘Palestine refugees assistance, 
title Il”’ and ‘Relief and resettlement 
of refugees entering Israel, title II.’ 
Dependent overseas territories in this 
area were financed principally from 
title I economic funds. The new pro- 
gram for 1954 for ‘‘Arab States, Israel, 
and Iran’’ is broader in scope and its 
objectives than the 1953 program was; 
the latter consisting principally of tech- 
nical assistance. 

Special economic assistance, India and 
Pakistan.—In 1953 funds for this pro- 
gram (on a smaller scale) were available 
under appropriation ‘‘Keonomic and 
technical assistance, title IIT (b).” 

Movement of migrants and Multi- 


lateral technical cooperation.—In 1953 
appropriations were available under 
similar titles. 

The International children’s welfare 


work received its funds in 1953 under 
title, ‘‘Ccntributions to United Netions 
International Children’s Emergency 
Fund.” 

Ocean freight voluntary relief shipments 
program received funds under a similar 
title except that the word ‘“‘shipments” 
has been substituted for ‘‘ package. .”’ 

Contributions to United Nations Ko- 
rean Reconstruction Agency.—Received 
funds through utilization of 1952 un- 
obligated balances under a similar title. 


Unexpended balances.—This language 
is practically identical to the language 
in the authorizing act in section 546. 
It is designed to bring forward the 1953 
unexpended balances to 1954. Lan- 


guage accomplishing this objective ap- 
peared under individual appropriation 
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Explanation of language changes 


made for the same general purpose under items in 1953 except for “Contributions 


this Act. 


CORPORATION 


The following corporation is hereby 
authorized to make such expenditures, 
within the limits of funds and borrowing 
authority available to such corporation 
or agency and in accord with law, and 
to make such contracts and commit- 
ments without regard to fiscal year 
limitations as provided by section 104 
of the Government Corporation Control 
Act, as amended, as may be necessary 
in carrying out the programs set forth 
in the Budget for the fiscal year [1953] 
1954 for such corporation: 

Institute of Inter-American Affairs. 


GENERAL 


Appropriations in this title for eco- 
nomic or technical assistance and alloca- 
tions from any appropriations to the 
Director for Mutual Security, or the 
Mutual Security Agency, or the De- 
partment of State, shall be available, 
without limitation on any authority 
conferred by the Mutual Security Act 
of 1951, as amended, or any Act con- 
tinued in effect thereby, for rents in the 
District of Columbia; 
expenses of attendance at meetings 
concerned with the purposes of such 
appropriations; 


employment of aliens, by contract, for 
services abroad; 


to United Nations Korean Reconstruc- 
tion Agency,” ‘Movement of Migrants,” 
“Ocean Freight Voluntary Relief Pack- 
ages,’’ “Multilateral Technical Coopera- 
tion,” “‘Contributions to United Nations 
International Children’s Emergency 
Fund” and “Relief and Resettlement 
of Refugees Entering Israel, title II.” 
The 1954 carryover authority places all 
Mutual Security appropriations on the 
same basis insofar as this item is 
concerned, 


Corporations—Required by section 
104 of the Government Corporation 
Control Act. This is standard language 
for this type of item. 


PROVISIONS 


“rents in the District of Columbia;” 
this language is required when such 
expenses are anticipated because of 
prohibitory statutes (40 U.S. C. 34). 


“expenses of attendance at meetings 
concerned with the purposes of such 
appropriations;’’ required because of 
prohibitory statutes (31 U.S. C. 551 and 
5 U.S. C. 83). 

“employment of aliens by contract for 
services abroad.”’ The explanation for 
this request is as follows: 

It is proposed that this authorization 
be used for procurement of custodial 
and related housekeeping services which 
are performed in the United States by 
personnel on the Government rolls but 
which MSA and State Department ex- 
perience has shown may be procured 
more efficiently and economically abroad 
by means of contracts with local service 
firms. Examples of such services would 


be building care and cleaning, window 
washing, and the like. 
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Vutual security 


[hire of passenger motor vehicles; pur- 
chase of not to exceed two aircraft for 
use outside the continental limits of 
the United States and] maintenance, 
operation, and hire of aircraft; [pur- 
chase of not to exceed twenty passenger 
motor vehicles for use outside the con- 
tinental limits of the United States] 
hire of passenger motor vehicles and, in 
addition, passenger motor vehicles 
abroad may be exchanged or sold and 
replaced [for] by an equal number of 
such vehicles; 

transportation of privately owned auto- 
mobiles; 

entertainment within the United States 
(not to exceed [$20,000] $15,000) : 


exchange of funds without regard to 
section 3651 of the Revised Stat- 
utes (31 U.S. C. 548; loss by exchange; 


Eeplanation of language changes 


The need for special authority arises 
from the principle laid down in a long 
line of Comptroller General decisions 
(e. g., 26 C. G. 468, 27 C. G. 508, 
Decision No, B—113739, Apr. 3, 1953) 
holding that where a function is in the 
nature of personal services, involving 
supervision by Government Officials or 
use of Government space or equipment, 
and is normally performed or might be 
performed by employees on the rolls of 
the Government, the function may gen- 
erally not be contracted out. The rule 
is one of policy, rather than of law, and 
it seems to have relatively little appli- 
cation to employment of aliens overseas. 
In order to insure that application of 
this rule does not prevent economical 
procurement of essential custodial and 
similar services, the language is proposed 
herein. 

Other examples of such services are: 
for custodial and housekeeping services 
and for project purposes such as main- 
tenance of aircraft, transportation of 
project equipment and supplies, and 
maintenance of automotive equipment. 

Authority to purchase aircraft and 
passenger vehicles is not being requested 
in 1954. Therefore, the 1953 language 
authorizing purchase of 2 and 20, 
respectively, has been deleted. The 
hire of passenger motor ve hicles language 
is rearranged in the text and authority 
to hire continued in 1954. In some 
instances it is in the best interest of 
the Government to hire cars. Ex- 
change, disposal and replacement au- 
thority is continued changing the word 
“for” to “by.” 

‘transportation of privately owned 
automobiles;’’ required because’ the 
Comptroller General has held that 
privately owned automobiles are not 
“household goods and personal effects.’’ 
To permit transportation of privately 
owned automobiles for employees over- 
seas, specific language is required. 

“entertainment within the United 
States (not to exceed $20,000) has been 
reduced to $15,000; the Comptroller 
General in decisions has indicated that 
entertainment expenses must be specifi- 
cally authorized in the appropriation 
language. 

“exchange of funds without regard to 
section 3651 of the Revised Statutes 
(31 U.S. C. 543); “loss by exchange;”’ 
these waivers are required to permit 
exchange of United States dollars for 
foreign currencies in the conduct of 
business in foreign countries and to pro- 
tect disbursing officers from losses 
resulting from fluctuation in the ex- 
change rates. Without the language, 
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Mutual security 


expenditures (not to exceed $50,000) of 
a confidential character other than 
entertainment, provided that a certifi- 
cate of the amount of each such expendi- 
ture, the nature of which it is considered 
inadvisable to specify, shall be made by 
the Director or Deputy Director of 
Mutual Security, and every such certi- 
cate shall be deemed a sufficient voucher 
for the amount therein specified; 


insurance of official motor vehicles in 
foreign countries; 


acquisition of quarters outside the con- 
tinental limits of the United States to 
house employees of the United States 
Government by rental (without regard 
to section 322 of the Act of June 30, 
1932, as amended (40 U. 8. C. 278a)), 
lease, 


purchase, or construction and necessary 
repairs and alterations to such quarters; 


health and accident insurance for foreign 
trainees and technicians while en route 
or absent from their own countries 
participating in activities authorized 
under the Mutual Security Act of 1951, 
as amended; actual expenses of prepar- 
ing and transporting to their former 
homes in the United States or elsewhere 
the remains of persons or members of 
the families of persons who may die 
while such persons are away from their 


Explanation of language changes 


such officers would be liable for losses. 

“expenditures (not to exceed $50,000) 
of a confidential character other than 
entertainment provided that a certi- 
ficate of the amount of each such expen- 
diture, the nature of which it is consid- 
ered inadvisable to specify, shall be made 
by the Director or Deputy Director of 
Mutual Security, and every such certi- 
ficate shall be deemed a sufficient 
voucher for the amount therein speci- 
fied ;’”’ as expressed in the language this 
authority is desired to be utilized for 
expenses of a confidential character, the 
nature of which it is considered inad- 
visable to specify on the face of docu- 
ments. 

“insurance of official motor vehicles 
in foreign countries;”’ the Comptroller 
General ha, held that unless specifically 
authorized, insurance premiums cannot 
be paid. It is considered to be in the 
interest of the participating agencies to 
have this authority. 

“acquisition of quarters outside the 
continental limits of the United States 
to house emplovees of the United States 
Government by rental (without regard 
to sec. 322 of the Act of June 30, 1932, 
as amended (40 U. 8. C. 278a)), lease, 
or construction and necessary repairs 
and altera‘ions to such temporary quar- 
ters;”’ The waiver pertains to the law 
which limits the annual rental to 15 
percent of the fair market value of the 
property and alterations and repairs to 
25 percent of the first year’s rental. 
Where quarters are difficult to obtain, 
it may be necessary to make payments 
in excess of those specifically authorized 
by law. 

‘‘Purchase of quarters.”’ By section 
413 (ce) (22 U. 8. C. 1557) of the Act 
for International Development (Public 
Law 535, 81st Cong.), employees are 
entitled to the same compensation and 
allowances as is provided by the Foreign 
Service Act of 1946 as amended. As in 
the Foreign Service, it has been neces- 
sary for Mutual Security to supply 
housing for its technicians in lieu of the 
allowances, in localities where housing 
is not readily available. 

“health and accident insurance for 
foreign trainees and technicians while 
en route or absent from their own 
countries participating in activities 


, 


authorized under the Mutual Security 
Act of 1951; ‘‘The Comptroller General 
holds that insurance policies cannot be 
paid without specific authority. 

“purchase of uniforms; ice and drink- 
ing water for use abroad;’’ the uniforms 
are required for local drivers of Govern- 
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Mutual security 


homes participating in activities under 
the Mutual Security Act of 1951, as 
amended; 

purchase of uniforms; ice and drinking 
water for use abroad; 


and services of commissioned officers of 
the Public Health Service and of the 
Coast and Geodetic Survey, and for the 
purposes of providing such services the 
Public Health Service may appoint not 
to exceed twenty officers in the Regular 
corps to grades above that of senior 
assistant, but not above that of director, 
as otherwise authorized in accordance 
with section 711 of the Act of July 1, 
1944, as amended (42 U. 8. C. 21la), 
and the Coast and Geodetic Survey 
may appoint for such purposes not to 
exceed twenty commissioned officers in 
addition to those otherwise authorized: 
Provided, That not to exceed 
[$37,800,000] $68,000,000 shall be avail- 
able for administrative expenses of the 
departments and agencies concerned 
with the administration of the programs 
provided for herein. 

{including not to exceed $186,900 for 
personal services for those persons in & 
publicity office of the Mutual Security 
Agency in the District of Columbia the 
major part of whose activities is the 
dissemination of information in the 
United States and for expenses incident 
to the dissemination of such informe- 
tion, J and no part of such amount shall 
be used to pay the salary of any civilian 
employee at a rate greater than that 
paid by the State Department for 
comparable work or services in the same 
area: 


Eeplanation of language changes 


ment cars and for messengers, particu- 
larly in the Near East and the Far 
East countries where it is common and 
customary for these types of local 
employees to be uniformed. The lan- 
guage for the ice and drinking water 
for use abroad is inserted because the 
Comptroller General has consistently 
held that credit would not be allowed 
for such purchases unless specifically 
authorized. 

The provisions for services of com- 
missioned officers is required to con- 
tinue in effect authority contained in 
the fiscal year 1951 appropriation for the 
Act for International Development and re- 
peated in the Mutual Security Ap- 
propriation Acts of 1952 and 1953 
which allowed the Public Health Serv- 
ice and Coast and Geodetic Survey each 
to commission additional officers to 
meet the requirements of the program 
for international development. 


The deletion of language beginning 
with “including not to exceed $186,900 
for personal services” through the word 
“information” has been made for the 
following reasons: 

Against the current year’s limitation 
of $186,900 have been charged personal 
services expenses for the Domestic 
Information Branch of MSA _ which 
involved approximately 13 man-years of 
personal services, plus costs for other 
objects of expenses and printing. As 
of July 1, 19538, after deducting the 10 
positions for overseas backstopping 
operations which are to be transferred 
to USIA, there are 57 positions in the 
Information area of the combined 
DMS/MSA/TCA organizations. By 
the end of the first quarter, it is es- 
timated that only 43 positions will 
remain, of which about one-fourth are 
for audiovisual and technical informa- 
tion activites in support of technical 
assistance programs. This would leave, 
however, about three-fourths of the 
positions largely engaged in domestic 
reports work since overseas information 
activities would no longer be a direct 
responsibility of the agency. Detailed 
operating and organization plans have 
not yet been worked out and cannot be 
definitely settled until congressional 
action on the reorganization plan is 
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Vutual security 


Provided further, That appropriations 


herein made available for the payment of 


‘ents in the District of Columbia, may be 
transferred to the General Services Admin- 
istration for the payment of rents and 
related expenses in the District of Colum- 
bia Provided further, That appropria- 
tions made under this Act shall be available 


for expenses in connection with travel of 


pe rsonnel outside the continent: United 
States, including travel of dependents and 
transportation of pe rsonal effe cts, house- 
hold goods, or automobiies of such per- 
sonnel when any part of such travel or 
transportation begins in the current fiscal 
jea pursuant to travel orders issued in 
that fiscal year, notwithstanding the fact 
t 


hat such travel or transportation may not 


be completed durina the current fiscal 
year. [Provided further, That no part 
of such funds shall be expended for the 


purchase of agricultural products or 
products produced from agricultural 
products not declared to be in short 
supply, in the United States by the 
Secretary of Agriculture, at less than 
the prevailing market price of such com- 
modity within the United States or if 
obtained from the Commodity Credit 
Corporation stocks, at less than the 
support price of such commodity includ- 
ing handling and storage costs, but 
nothing in this proviso shall be construed 
to prevent the operation of export pay- 
ment programs, other than those 
financed from funds contained in this 
chapter, pursuant to section 32 of the 
Act of August 24, 1935 (Public Law 320, 
Seventy-fourth Congress), as amended, 
or to prevent the sale at less than the 
support price, including handling and 
storage costs, of any commodity from 
Commodity Credit Corporation stocks 
which has substantially deteriorated in 
quality or as to which there is danger of 
loss or waste through deterioration or 
spoilage. ] 


. completed. 


Explanation of language changes 


Nevertheless, the eost for 
the combined staffs in fiscal year 1954 
for domestic reporting activities would 
run over $350,000. The agency believes 
it would be less advisable to attempt to 
propose an increase in limitation of 
$186,900 for MSA to a new figure 
exceeding $350,000 for the combined 
organizations than to recommend elim- 
ination of the limitation in its entirety. 

The proviso that rent funds author- 
ized for the District of Columbia may 
be transferred to the General Services 
Administration is to facilitate housing 
Mutual Security personnel in the Dis- 
trict of Columbia under one roof if 
possible. 

The second proviso making funds 
available for expenses in connection 
with travel of personnel outside the 
continental United States is desired for 
the following reasons: 

This provision has previously been 
available to TCA under the general pro- 
visions of the Department of State 
Appropriation Act. 

This provision makes it possible to 
charge all of the expenses of the travel 
in connection with appointment of an 
employee to the fiscal year that he is 
appointed. For example, it is fre- 
quently necessary for an employee to 
precede his family and personal effects. 
Therefore, it would be frequently 
possible for the employee’s travel to be 
charged to a different appropriation 
from his dependents. It would be very 
difficult to administer the travel funds 
when costs of transportation of depend- 
ents or their effects are charged to 
separate fiscal year funds. 

The language in 1953 concerning the 
purchase of agricultural products has 
been deleted. The provision appears 
to be inconsistent with the fact that 
under present circumstances consid- 
erable surpluses of agricultural products 
are building up in the United States and 
the Administration and the Congress 
have been considering numerous Ways 
to dispose of such surpluses. 
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(See pps. 436-463) 


TexTILE WorKERS UNION OF AMERICA, 
Washington 4, D. C., July 21, 1953, 
Hon. Sty.es Bripags, 
Chairman, Appropriations Committee, 
United States Senate, Washington 25, D. C. 

Dear SENATOR Bripces: In 1951 the General Appropriation Act, upon recom- 
mentation of your committee, contained a proviso intended to oblige Morocco to 
comply with treaties which guarantee United States trade equality with that o¢ 
France or any other nation. The intent of this legislation was evaded. On 
behalf of the ‘Textile Workers Union of America, C1O, I hereby request new pro 
visos which would carry out this intent. We ask this because of our interest in 
Morocco as a legitimate outlet for United States textiles and because of the funda- 
mental issues of human rights which are involved. 

In the first 4 months of this year Moroceo imported almost $9 million worth 
of textiles, principally cotton goods. Of this total only $288,000 worth, or about 
3 percent, was furnished by the United States. During this period United States 
exports, in general, to Morocco, were a little over 50 percent of the same period 
last year. On the other hand dollar sales to Morocco from other countries almost 
doubled. This slump is because of French regulations which deliberately flout 
an International Court verdict restoring United States rights to complete equality 
in the Morocean trade. 

Labor people working abroad tell me these trade restrictions are engineered 
and imposed by the French Government under pressure of cartels and monopolies 
which seek to suppress ordinary competition by every means in France proper. 
This program appiies with peculiar severity in the French colonies. 

Both the popular press and the learned journals in this country (Foreign 
Affairs, among others) have carried articles on the suppression of free labor 
movements in French Morocco and on French exploitation of native workers. 
Back in 1951 | remember that a very reliable team of newspapermen stated that 
American officers building our bases had protested French refusals to permit 
them to pay decent wages to Moroccans. In this connection I am transmitting 
an article by Edmund Stevens, the Christian Science Monitor’s Mediterranean 
bureau chief, and a doubie page of a pamphlet on Morocco published last Sep- 
tember by the Carnegie Endowment for International Peace. Might 1 point out 
that this pamphlet was published by the Carnegie Endowment while the present 
Secretary of State was its chairman. 

if the North African people ever adopt communism it will be simply because 
of the stupid policies of the French colonial administration. Reestablishment of 
free economy in Morocco, of course, would not cure all the ills of that country 
but would be an important step toward improving the local economy and the 
living standards of the people. 

Ordinarily the Textile Workers Union of America, like other CIO unions, 
opposes riders on appropriation acts. However, in this particular case the con- 
dition we discuss here is so glaring and has continued for so long that we are 
recommending that a restriction similar to the one you inserted in the 1951 
Appropriation Act be added to the mutual-security appropriation for other 
than direct military aid. Iam mailing copies of this letter to other members of 
the Senate Appropriations Committee. 

Trusting that you will be able to act favorably on this request, I remain, 

Very truly, 
Joun W. EpELMAN, 
Washington Representative. 





[From International Conciliation, September 1952} 
Morocco 
Rom Landau 


CARNEGIE ENDOWMENT FOR INTERNATIONAL PEACE 


Officers: Chairman of the board, John Foster Dulles; vice chairman, Harvey H. 
Bundy; president, Joseph E. Johnson; vice president and treasurer, David 
Rockefeller; secretary, Leslie Paffrath; assistant treasurer, George R. Thomson, 
executive associate, Howard E. Wilson; special assistant to the president, William 
G. Avirett; editor-in-chief, Anne Winslow. 
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The opinions expressed in articles appearing in International 
Conciliation are not necessarily those of the Carnegie Endowment. 

Many of the freedoms taken for granted in democratic countries are denied 
to the Moroccans. The “state of siege” proclaimed in 1914 exists to the present 
day. There is no freedom of assembly nor of speech. While French people 
may travel freely from one zone of Morocco to another, the Moroccans themselves 
require a special visa which is granted only to people with impeccable “political” 
credentials. Press censorship was not abolished until 1951, and jeven now Mo- 
roccan newspapers are often suspended and their editors sentenced to fines or 
imprisonment. 

LABOR CONDITIONS 


The wages of the half million Moroccan industrial and mining laborers and the 
1.5 million agricultural workmen are fixed by the French authorities. They 
are below those paid to European workmen of the same categories. The highest 
agricultural wage of a Moroccan per day is about 42 cents, the lowest 14, and the 
average wage appears to be between 20 and 25 cents. For industrial and mining 
laborers the wage varies between 28 and 85 cents. In Casablanca, the industrial 
capital of the country and the town with the highest cost-of-living rate (higher 
than in France), the wage is 42.7 franes per hour, or 8,800 franes ($24.64) per 
month. Since March 1948 the cost of living in Morocco has gone up by 63 
percent; wages by 23 percent. Not surprisingly, “the Moroccan proletariat, 
that is to say nine-tenths of the manpower in commerce and industry, lives in 
a state of abject poverty. The enrichment of Morocco is based on the underpaid 
toil of the Moroccan workers.” 

There are no native trade unions to voice the claims of the workmen. By a 
decree of June 24, 1938, the Moroccans were forbidden to form their own unions 
or even to join French ones. The penalty was ‘‘o days to 3 months imprisonment 
and fines from 5 to 300 frances for Moroccans becoming affiliated to a trade 
union, a federation or confederation of trade unions or any other trade union or 
organization.” 

tinee 1946 Moroccans have been permitted to join certain French unions, but 
are still forbidden to have unions of their own. The underlying reason for this 
proscription is that once within French unions, native workmen cannot act 
independently of the mother organizations which are directed from France. 

As with so many aspects of Moroccan affairs, the role of French trade unions 
in Morocco presents a crop of apparent paradoxes. The unions which the Moroc- 
cans are permitted to join are dominated by the Communists, and the obvious 
question arises: Why should the authorities permit native workers to join a move- 
ment that the authorities themselves regard as a menace? M. Claude Bourdet, 
the editor of L’Observateur, provides a succinct answer: 

‘‘These Moorish laborers are forced by administrative legislation, not only to 
keep in step with the [French] Communist union-leaders—a more or less under- 
standable directive—but also to hide behind them at union headquarters and in 
all official contacts between the authorities and the trade unions, in which only 
Europeans are allowed to participate directly. This gives the administration 
the right to say: ““The unions are in Communist hands.’’ When the time is ripe 
they will be able to assail trade-unionism with the weight of all the anti-Com- 
munist measures now in active preparation, with a ready-made excuse directed 
toward the United States and Great Britain.” 





{From the Christian Science Monitor, January 7, 1953] 


Moroccan Frencw Hai “Victory” in U. N. 


Mr. Stevens recently completed a tour of French North Africa to seek the facts 
behind the news from that troubled area. The following is one of several articles 
he has prepared analyzing the situation there. 


' Dahir of June 24, 1938. 
2 Claude Bourdet, ‘“‘Le Maroc a deux visages,” L’Observateur (Paris), October 12, 1950. 
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(By Edmund Stevens, Chief of the Mediterranean News Bureau of the 
Christian Science Monitor) 


CasSABLANCA, Morocco.—Failure of the United Nations to take a strong stand 
on the north African issue was hailed by colonial French opinion in Morocco as a 
French victory and a defeat for the Arabs. 

In celebrating the event, the local press overlooked the probability that France 
by boycotting the debate and denying the U. N.’s right to consider the issue, was 
weakening the International Organization and undermining its capacity to act in 
future cases and thereby sapping the foundations of collective resistance to an 
aggressor. 

An earthy Russian peasant proverb says: ‘Don’t spit in a well, You may want 
to drink from it yourself.” 

Turning their backs on the U. N., the French preferrec to rely instead on force— 
on those modern police techniques which have proved all too often that wholesale 
arrests, prisons, concentration camps, and automatle weapons can prevail over 
moral issues—for a time at least. 


FRENCH HIT U. N. “MEDDLING” 


French authorities in Morocco, including the resident general, have blamed 
U. N. “interference’’ plus the American attitude for encouraging recent riots. 

But while the resident general was mild and diplomatic and mentioned no 
names, the French colonial press has come right out and stated frankly: ‘‘American 
democrats should congratulate themselves on their foresight as unwitting instiga- 
tors of savage acts of medieval crowds who were led to believe themselves capable 
of self-rule’’; and again: ‘‘American democrats gargle their ignorance while pre- 
suming to reeducate old, very old, experienced France with its two millenniums 
of civilization.” 

The tone of these excerpts from the French North African weekly Paris recalls 
the style of the Italian neo-Fascist press in attacking the United States. Nor 
is the similarity accidental. Vichyite sympathies still are widespread among 
French colonials. 

In conversation they go even further and trace back their present troubles 
with the natives to the “preposterous” Atlantic Charter and to “‘ill-advised’’ 
statements about freedom by President Roosevelt in Casablanca in 1943, espe- 
cially his promises to the Moroccan Sultan which, they tay, gave the Moroccans 
in particular wrong ideas. 

FAMILIAR PATTERN 


The mentality of north African French colonials does not differ from traditional 
colonial mentality everywhere. All through French North Africa I constantly 
met persons who voiced identical views, the gist of which was: The natives are 
utterly incapable of self-rule or of absorbing modern education and political con- 
cepts or mastering modern techniques in any sphere. If left to their own devices 
they simply would revert to chaos and tribal warfare. 

Besides, the French colonials added, the Moslems were all savages at heart. 
Recall the brutalities they perpetrated against the Europeans. 

It never occurred to the French to question the brutality of police reprisals— 
the striking instance of that human device for avoiding logical consistency, the 
double standard, or, as George Orwell called it, double think. 

Actually, four Europeans were killed in riots, but no full figures are available 
about the number of Moroccans slain by the police. Local authorities at Casa- 
blanca gave out a total in the forties, but residency officials privately admitted 
to me it was more than 100. 

Members of the American business community, with access to other sources, 
insisted the total of Moroccans killed was more than 500. This was confirmed 
by well-informed Italian observers. Twice, on December 7 and 8, the police 
sprayed machine guns into compact crowds estimated at 6,000 to 7,000. 


DIVERSE ATTITUDES 


I broached this subject to my neighbor at a dinner party, a gentle, elderly 
lady, the wife of a retired official who looked like anyone’s favorite grandmother. 
Her comment was: ‘‘Yes, the more they killed the better; it’s the only way to 
teach those savages a lesson.” 
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The views of French North African colonials by no means are shared by the 
metropolitan French. One educated, well-to-do Moroccan told me he often 
went to France to breathe the air of freedom. In France he had many close 
friends, though he had none among the Moroccan French. He concluded that he 
was convinced there would be no trouble between France and Morocco if it were 
not for French colonials. 

Ultimately, it is the Moroccan French who shape French policy toward the 
protectorate. The upper administration includes officials from metropolitan 
France with enlightened views and a strong sense of civic duty such as those 
expressed by the present resident general, Augustin Guillaume. But lower ad- 
ministrative echelons, especially the police, are staffed by colonial French, in- 
cluding a large element of Corsican origin. 

POWER CONCENTRATED 

In addition, economic power and wealth are concentrated largely in the hands 
of the colonists. They own the richest farmland, work the mines, and control 
the commerce. Their financial and political connections with the mother country 
enable them to maintain a powerful political lobby. And though they have no 
elected representatives, they can muster enough parliamentary support to exert 
strong influence on the Government, especially in this time of unstable equi- 
librium when French cabinets are especially sensitive to pressure groups. 


Senator Ferguson. At the request of Senator Dirksen the following 
report on Classification, Assignment and Promotion of MSA personnel 
by the Division of Investigation, Senate Appropriations Committee, 
will be made a part of the record 

(The report referred to follows:) 

Senate COMMITTEE ON APPROPRIATIONS 
DIVISION OF INVESTIGATION 

teport on Classification, Assignment and Promotion of Personnel in MSA 

An inquiry into the employment, assignment, classification and promotion of 
MSA personnel has revealed certain facts that appear to merit further con- 
sideration. 

‘he act of Congress which created the Economic Cooperation Administration 
authorized a certain number of excepted executive positions at salaries established 
by the Agency within the statutory limitations. The purpose was to attract 
the services of experienced men from business and industry. This purpose has 
never been fully carried out and since the resignation of Messrs. Hoffman and 
Foster, the excepted positions which carried policymaking authority as well as 
increased salaries were used for purposes of promotion by career people and their 
friends. These promotions Were often achieved with very little regard to the 
relationship between the requirements of the position and the experience of the 
employee. A number of examples are summarized in exhibit A, attached hereto. 

Section 502 of the Civil Service Act of 1949, delegated to most of the Federal 
departments and agencies the responsibility for classifying their employees and 
fixing their grades subject to the postaudit reivew of the Civil Service Commission. 
This authority has been misused extensively by MSA. 

In March of this year, the Civil Service Commission made a spot check desk 
audit of 162 MSA Washington employees. The audit showed that 44 persons 
were overclassified and reductions in grade were recommended; many others 
were regarded as questionable and are still under review. A complete audit of 
the entire personnel, both in Washington and all the missions, seems indicated. 

Unfortunately, a Civil Service postaudit cannot reach the excepted positions 
where the disparity between job description and experience seems most striking. 

On or about May 18, 1953, the Civil Service Commission addressed a letter to 
Governor Stassen advising him of the audit and the results thereof. A copy of 
this letter is attached hereto as exhibit B. 

There is evidence to suggest that promotions to policymaking and senior 
operating posts within ECA and MSA during fiseal year 1952 and 1953, have been 
the result of an effort to elevate men with an interest and background in “‘plan- 
ning’’ rather than practical experience. There is also an indication that promo- 
tions to the excepted positions have been influenced by a few men within MSA 
who have been associated together in the past and who have themselves achieved 
top executive positions. 

An examination of the personnel roster of MSA shows that in certain cases 
promotions have been rapid and that pay increases have been frequent and 
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substantial over a relatively short period. In a number of instances salaries 
have been almost doubled. Out of 61 employees spot checked by the Division 
of Investigations for grades and salaries, 27 were the beneficiaries of upgrading 
and pay increases that appear unwarranted measured by experience and back- 


ground of service, or the duties performed. 


A significant percentage of these 


cases are economists. A list of these promotions is attached as exhibit C. It 
should be noted that several of these people received pay increases following 
reductions in force imposed by the Congress to effect economies in administrative 


expenditures. 


An extract from the Civil Service Post Audit Report to Governor Stassen is 


attached as exhibit D. 


Exnipir A 


Position title: Assistant Director for Far 
East, MSA. 

Present incumbent: Samuel P. Hayes, 
Jr. 

Qualifications of incumbent: 


(a) Experience and training.—9 vears, 
college instructor, psychology and eco- 
nomics; 2 years, Foreign Economic Ad- 
ministration, Algeria and England; 3 
years, marketing research, Dun & 
Bradstreet; 2 vears, assistant to Assist- 
ant Secretary of State for Economic 
Affairs; 1 year, program planning, TCA; 
1 vear, chief, ECA Mission, Indoneisa; 
l year in present position; Ph. D., Yale 
University, 1934. 

(b) Special qualifications —None. 


Remarks.—Lack of sufficient experi- 
ence and knowledge of the Far East to 
direct such an important program. 
Position title: Deputy and Acting Di- 

rector, PTAD. 

Present incumbent: John Harlan. 
Qualifications of incumbent: 


(a) Experience and training.—1 years 
MSA, PTAD, $11,800; 1% years execu- 
tive officer, ECA, $9,150; 9% years 
Classification, Civil Service, United 
States Government, $1,620, $8,509; 1 
year college. 


(b) Special qualifications.—None fit- 
ting him for position now held. 


Remarks.—Lack of related experience 
to meet requirements of position. 
Position title: Deputy Director for 

Supply (Acting Director). 

Present incumbent: Glenn H. Craig. 


86234—58——_59 


Present salary: $15,000. 
Location: MSA, Washington. 
Minimum requirements for position (eri- 

teria: Civil Service Handbook X—118: 

Civil Service Circular No. 588) 

(GS -18). 

(a) Experience and training.—Experi- 
ence as adviser or consultant to one of 
the largest Federal agencies in interna- 
tional affairs, or experience in directing 
programs of national significance in a 
position comparable to the head of one 
of the most important Federal bureaus. 


b) Desirable qualifications —Broad 
and extensive experience and knowledge 
of far eastern affairs. Long experience 
in the Far Last to gain understanding of 
the people and a general knowledge of 
the country. 


Present salary: $11,800. 


Location: MSA, Washington. 
Minimum requirements for position 
(Criteria: Civil Service Handbook X 
118; Civil Service Circular No. 588). 

(a) Experience and training.—For 
grade 15 classified service; for grade 16 
excepted series. 

Broad and_ significant experience 
which provided a thorough knowledge 
of management principles and practices 
in industrial production and a broad 
technical experience in industrial pro- 
duction problems. 

Long experience fitting one to act as 
head of an overall staff program for the 
largest Federal agencies. 

(b) Desirable qualifications.—Experi- 
ence in industry as training officer, 
industrial engineer (production), factory 
management, labor relations or indus- 
trial economics. 


Present salary: $13,200 (equivalent to 
GS-17). 

Location: MSA, Washington; Office of 
Director of Supply. 
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Qualifications of incumbent: College 
graduate, M. A. 


(a) Experience and training.—4 years 
Canadian Department of Agriculture; 
4 years associate professor of economics; 
4 years United States Department of 
Agriculture; 1 year State Department 
Economic Affairs; 5 years ECA and 
MSA Industry Division and Assistant 
Director for Supply. 


(b) Special qualifications— None. 


Remarks.—Experience in agricultural 
economics and Government appears 
insufficient to qualify for direction of 
the industrial supply program of MSA. 


Position title: Deputy Director Pro- 
gram, PTAD! 

Present incumbent: Robert Oshins. 

Qualifications of incumbent: College 
graduate, A. B.; graduate courses, 
public administration. 

(a) Experience and training.—1% 
years, research assistant, Syracuse Uni- 
versitv : $3,800—3 years, Department of 
Agriculture, administrative office; 
$4,600—2 years, Department of Agri- 
culture, London mission; 1% years, 
military service; 1 year, Agriculture 
Subcommittee—Economic Committee, 
Europe ; $7,102—3 months, Department 
of Agriculture, administrative duties; 
$8,179—2 years, Cabinet Food Com- 
mittee, White House offices; $8,600—1 
year, assistant to focd and agriculture 
officer, Paris; $8,930—one-half year, 
administrative officer, ECA, Greece; 
$10,000—2 years, internation: 1] econo- 
mist, MSA, Washington; Deputy Direc- 
tor, Organization and Planning; 
$11,306—1 years, present position. 

(6) Special qualifications.—None. 





Remarks.—Background and expe- 
rience does not qualify incumbent for 
entrance requirements of position. 


Position title: Information officer, Chief, 

Domestic Branch. 

Present incumbent: Joseph Newman. 
Qualifications of incumbent: High- 
school graduate, 6 months college 

(journalism). 

(a) Experience and training.—1 year, 
1948-49, Federal Trade Commission, 
Public Relations, $5,232; 4 years, 1949 
to present, ECA, MSA, information 
specialist, $10,800. 


! Productivity and Technical Assistance Division, 


Minimum requirements for position: 
(Criteria: Civil Service Handbook 
X-118; Civil Service Circular No. 
588). 

(a) Experience and training.—1. (a) 
For GS-15, ability to serve as expert 
consultant on commercial and indus- 
trial problems; (b) experience in assist- 
ing industry in the solution of difficult 
problems. 

2. Three years of specialized experi- 
ence in direction of industrial supply 
programs. 

(b) Desirable qualifications.—Broad, 
high-level experience in industrial pro- 
duction, distribution, export control or 
procurement. 


Present salary: GS-15, $11,300. 
Location: MSA, Washington. 
Minimum requirements for position 

(criteria: Civil Service Handbook 

X-118; Civil Service Circular No. 

588). 

(a) Experience and training.—For 
grade 15, classified service. 

1. Experience in planning, organizing, 
and directing a large organization, 
assisting industry in the solution of 
difficult problems. 

2. Ability to solve as export consult- 
ant on foreign or domestic problems 
related to industry and a comprehensive 
knowledge of the principles of business 
management. 


(b) Desirable qualifications.—Experi- 
ence in industry as training director, 
production engineer, or factory superin- 
tendent or plant manager. 


Present salary: $10,800, GS-15. 

Location: MSA, Washington. 

Minimum requirements for position 
(criteria: Civil Service Handbook X- 
118; Civil Service Circular No. 588). 


(a) Experience and _ training— For 
GS-12. 

1. Pertinent experience must have 
been acquired with newspapers, radio 
stations, or publications. 

2. Knowledge of international affairs 
insofar as applicable to position as- 
signed. 
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(b) Special qualifications.—None. 


Remarks.—Apparent lack of expe- 
rience for position now held or for en- 
trance into GS-12. 


Position title: Director, Productivity 
and Technical Assistance Division. 
Present incumbent: Everett H. Bellows. 

Cualifications of incumbent: 


(a) Experience and training.—A. B. 
and M. A. college degrees; 11 years 
United States Government personnel; 
administrative experience: 3 years MSA, 
administrative work; Paris and Wash- 
ington; 2 years Director, Productivity 
and Technical Assistance, MSA, Wash- 
ington, and SRE, Paris. 


(b) Special qualifications.—None fit- 
ting him for position now held. 


Remarks.—Lack of related experience 
to meet requirements of position. 
Position title: Acting Director, Indus- 

try Division. 

Present incumbent: Robert Whittat. 
Qualifications of incumbent: 


(a) Experience and training.—2 years, 
foreign affairs officer (security); 1 vear, 
real-estate adviser, United States Gov- 
ernment; 4 years, Deputy Adminis- 
trator, Real Property Disposal, War 
Assets Administration; 20 years, real 
estate and tax consultant; 3 years 
college. 


(b) Special qualifications —None. 


Remarks.—Lack of industrial produc- 
tion and management experience ap- 
pears to disqualify incumbent for 
position. 


Position title: Chief, MSA Mission, 
Manila, Philippine Republic 

Present incumbent: Roland R. Renne. 

Qualifications of incumbent: 


(a) Experience and training.—14 years 
professor of agricultural economics; 7 
years, president, Montana State Col- 
lege; Ph, D., University of Wisconsin; 
Litt. D., Rutgers University. 


(b) Desirable qualifications Ability, 
based on experience, to inform publie 
and to evaluate program of agency 
adequately. 


Present salary: $13,200 plus allowances. 


Location: SRE, Paris. 

Minimum requirements for position 
(criteria: Civil Service Handbook 
X-118; Civil Service Cireular No. 
588). 

(a) Experience and training.—Broad, 
significant experience which provided a 
thorough knowledge of management 
principles and practices in industrial 
production, or broad technical experi- 
ence in industrial production problems. 
Long experience fitting one to act as 
head of an overall staff program for the 
largest Federal agencies. 

(b) Desirable qualifications.—Experi- 
ence in industry as training officer, in- 
dustrial engineer (production), factory 
management or industrial economics. 


Present salary: $12,000. 
Location: MSA, Washington. 
Minimum requirements for position 

(criteria: Civil Service Handbook No. 

X-118; Civil Service Circular No. 

588.) 

(a) Experience and_ training.—For 
grade 15, classified service; for grade 16, 
excepted series. 

Broad technical or professional ex- 
perience in industrial programs. 

Experience must indicate the ability 
to serve as expert consultant on foreign 
problems related to industry and a com- 
prehensive knowledge of the principles 
of business and management. 

(b) Desirable qualifications —High- 
level experience in industrial production 
and management. 


Present salary: $15,000 plus allowances. 

Location: MSA, Manila, Philippine 
Republic. 

Minimum requirements for position.— 
(criteria: Civil Service Handbook 
X-118; Civil Service Circular No. 
588). 

(a) Experience and training.— (1) A 
very comprehensive knowledge of the 
country, its people, and its economic 
and industrial needs; (2) Experience in 
Public Administration or in some ac- 
tivity in which applicant would gain 
some knowledge of industrial problems, 
business organization and financing. 
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b) Special qualifications —National 
Forestry Advisory Council, National 
Committee on Indian Affairs. 


Remarks.—Inciimbent’s background 
in field of education appears not com- 
parable to requirements and responsi- 
bilitv of mission chief, 


Position title: International trade and 
deve lopment economist: D.M Ss 

Present incumbent: Kenneth R. Han- 
sen 

Qualifications of incumbent: 

(a Expe rience and training 2 vears, 
junior college; 5 years, administrative 
experience, United States Government; 
144 years, ECA and MSA economist. 


(hb) Special qualificati ns. None 


Appears unqualified, from 
standpoint of experience and training, 
for present duties and responsibilities 


Remarks 


Positi yn title: Chief, Industrial Devel- 
opment Branch. 

Present incumbent: Harry G. Clement. 

Qualifications of incumbent: 


a) Experience and training.—B8 vears 
agricultural economist, United States 
Government, salary $2,600 to $8,500; 
3 years ECA and MSA, $7,600 to 
$11,300; 8 months, industrial develop- 
ment specialist education: College 
graduate, public administration and 


economics. 


b Special qualification. - None. 


Remarks.—Lack of industriel produc- 
tion and management experience ap- 
pears to disqualify him for present 
position. 


(b) Desirable qualifications. —Experi- 
ence in the direction of large-scale tech- 
nical and/or administrative programs of 
exceptional difficulty, responsibility, and 
of national significance. 


Present salary: $10,800. 

Location: MSA, Washington. 
Minimum requirements for position 
(criteria: Civil Service Handbook X 

118; Civil Service Circular No. 588). 

(a) Experience and training.—1. Col- 
lege graduate. Major in economies for 
all grades, GS-7 to GS-15. 2. 3 years of 
broad, progressive, and _ responsible 
economic experience of a high order in 
the field of international trade and de- 
velopment economies; or as consultant 
and adviser engaged in rendering expert 
opinions respecting economics, plans, 
and programs of great difficulty and 
significance. 

(bh Desirable qualifications. -For du- 
ties now being performed, incumbent 
should have in addition to basic college 
requirements, economic work concerning 
specific commodities and industries as 
affected by world commodity trends, 
resources, production, distribution, de- 
mand, consumption and new sources of 
supply. 


Present salary: $11,300. 
Location: MSA, Washington. 
Minimum requirements for position: 

(Criteria: Civil Service Handbook 

X-118; Civil Service Cireular No. 

588). 

(a) Experience and _ training.—¥or 
grade 15, classified service: 1. Broad 
experience in overseas industrial devel- 
opment, plant construction, operation 
and financing. 2. Three years of broad, 
progressive, and responsible experience 
in industry with thorough knowledge of 
factory or plant management. 3. Ex- 
perience must indicate the ability to 
serve as expert consultant on foreign 
problems related to industry and a 
comprehensive knowledge of the prin- 
ciples of business or management. 

(b) Desirable qualifications.—High- 
level experience in industrial production 
or management, 


Exursit B 


Hon. Haroup E, STassen, 


Director of Mutual Security, Washington 25, D. C. 
Dear Mr. Strassen: I am enclosing two copies of the report of a classification 
audit survey made of the Office of Director of Mutual Security and of the Mutual 
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Security Agency, in accordance with the provisions of section 502 (b) of the Classi- 
fication Act of 1949. In view of the adverse nature of the findings, I thought 
it would be advisable to bring this report to your personal attention. It became 
apparent in numerous cases during the survey that standards established by the 
Civil Service Commission had either been ignored completely or else were not 
used judiciously in the classification of positions. The large number of misallo- 
cations in the grade of positions and the inadequacy of the description of duties 
indicated an ineffective classification program. 

Specifically, out of the sample of 162 positions desk-audited, it was necessary 
to recommend a reduction in grade in 44 cases. These positions are identified in 
pages 4 through 26 of the report. In addition, there were many other positions, 
listed on pages 27 through 34, in which the classification appeared to be question- 
able. Since time would not permit desk audits in these cases, we are asking the 
Mutual Security Agency to make a further review of each position listed and to 
report the action taken as soon as this review is completed. 

During the course of the audit we found that there was some shifting of positions 
allocated under the Classification Act to the excepted pay scales and vice versa. 
The excepted pay plan was established by Congress to provide flexibility in the 
pay levels for the purpose of attracting especially well qualified individuals from 
outside the Government. These shifts of positions between the Classification 
Act and the excepted pay plan appeared to be questionable since we found that 
in some cases the action was taken to give an employee higher pay while he con- 
tinued to perform the same duties associated with his lower paying position under 
the Classification Act. 

As a result of this classification postaudit, we have made a number of sugges- 
tions to strengthen your classification program, including (1) a complete classi- 
fication survey of all positions not covered in the report, (2) a closer review of 
changes in organization, duties and responsibilities, and (3) more accurate position 
descriptions which would reflect the duties and responsibilities of each position 
on a current basis. These suggestions are covered in more detail on page 43 
of the report. 

This survey was conducted on a spot-check basis and thus the Commission’s 
representatives did not review every position in the Agency. The recommenda- 
tions made in connection with individual positions are confined to those positions. 
It is the responsibility of the Office of the Director, Mutual Security, and the 
Mutual Security Agency to determine whether identical additional positions are, 
in fact, identical to the ones covered in the attached audit report and to take 
action as recommended in the report for all positions which are identical to the 
ones covered. It is also the responsibility of the Office of the Director, Mutual 
Security, and the Mutual Security Agency to adjust other positions which are 
similar in duties and responsibilities to those covered in the audit report. 

Section 503 of the Classification Act of 1949 requires the Commission to issue 
certificates placing its audit findings as to changes in classes and grades of posi- 
tions into effect after consultation with the appropriate officers or employees 
of the agency concerned. The attached report represents consultants which we 
have already had with employees and officials of the Office of the Director of 
Mutual Security and Mutual Security Agency. We are ready to consult further 
on our findings, but believe that prompt action is necessary. Therefore, will 
you notify me within 30 days after you receive this letter which recommendations 
you will put into effect and on which you desire further consultation. 

If action on any recommendations, including further consultation, cannot, in 
your opinion, be completed within 60 days of the date of this letter, please indi- 
cate in your reply the reasons why such action cannot be taken in 60 days and 
the approximate date and circumstances when action can be taken. If you 
request reconsideration of any recommendations, please indicate in your reply 
the date when you will be able to submit the data upon which the reconsideration 
will be based. 

After receipt of the reply requested above, this office will notify you of the date 
until which it will withhold the issuance of certificates on cases in disagreement. 

The preference eligible incumbents of any position proposed in the attached 
report for reduction in grade shall be given at least 30 days advance written 
notice and related information in accordance with the instructions contained on 
page 81.-35 of the Federal Personnel Manual. 

The cooperation of the Mutual Security Agency during the survey and the 
courtesies extended to our position classifiers are very much appreciated. 

Sincerely yours, 
Partie Youna, Chairman. 
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Exuisit D 


The record indicates a number of requests from operating officials for excessive 
increases in salary, extending beyond the Classification Act salary scales into the 
excepted pay scales outlined above. 

While the excepted pay plan provides flexibility to attract exceptionally well 
qualified individuals from outside the Government there may be some instances 
where excessive increases are justified. However, there has been some shifting 
from allocated positions under the Classification Act to the excepted pay scale 
and vice versa, which actions appear questionable when considering the spirit of 
the Classification Act. This is illustrated in the following cases: 

(a) One employee was transferred from a classified position at the GS-13 level 
to an excepted position at a salary of $10,600 and back within a period of months 
to a classified position at the top of grade GS—14, retaining the $10,600 salary. 
The record indicated that he could not have been promoted directly from GS-13 
to GS-14 at that time due to lack of higher-level experience, which he apparently 
attained during the interim period. 

(b) In another case, the file indicated that incumbent’s position had been 
allocated as acting officer in charge of European program affairs, GS—112-15-3419, 
the minimum of which is $10,800. On December 29, 1952, he was transferred 
to an excepted position as officer in charge of the European program affairs, 
level IV, the minimum of which is $12,000. A check of the obsolete sheet, 

35-112-15-3419, revealed that the duties and responsiblities described in the 
excepted position were identical with those enumerated in the obsolete sheet. 

It should be pointed out, however, that the record indicates that the classi- 
fication staff has written several memoranda opposing such practice. 

* * * A complete survey of the entire organization which should have been 
made several years ago is necessary, involving strict application of the standards- 
cross-series comparisons, and, if necessary, comparisons with positions in other 
agencies which have been approved by the Commission initially or on post audit. 


(See p. 400) 
(Continuation of answer to question No. 16) 


THAILAND 
Agricultural: 


FR-39—PA 6535: 1 binocular microscope, B. and L., EDR-99; 1 binocular 
microscope, Zeiss research. 

FR-52—PA 6546: 1 binocular microscope, B. and L., EBR-88. 

FR-352—PA 3010: 2 microscopes, triple nose piece, CTAV-—8; 3 microscopes, 
DDE. 


These microscopes were supplied to the National Agricultural Research Center. 
They were considered essential in support of agricultural research and education 
programs implemented by the Thai Government with MSA technical assistance. 
An expansion of the research and education programs was planned for the pur- 
pose of strengthening Thai agriculture. Individual microscopes were assigned 
to different departments, such as plant pathology, botany, rice breeding, ento- 
mology, chemistry, etc. The departments are located in different buildings so 
that it was not always practical to pool the use of these instruments, particularly 
for research work. 


FR-698—PA 3109: 1 B. and L. binocular microscope. 


This microscope was for use at the Fisheries Research Station at Ban Pae, 
where basic studies are to be carried on in connection with the exploratory and 
experimental phases of fisheries investigations in the Gulf of Thailand. 


FR-709—PA 3146: 1 binocular microscope, Spencer, 5-LRG; 1 binocular 
microscope, B. and L., BK W-5. 


These microscopes were assigned to the Livestock Development Department, 
Ministry of Agriculture, for use in the diagnostic laboratory, Bangkok. Interpre- 
tation of animal diseases requires the facilities of an adequately equipped diagnos- 
tic laboratory and these microscopes were an essential part of the needed equip- 
. ment. Dr. John Lancaster, FAO, poultry disease specialist, gave technical advice 
on the selection of the equipment. 
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Health 


FR-101—18 microseopes, binocular, with oil immersion. Used in malaria 
and filariasis control for prolonged periods for diagnostie work. 

FR-668—15 microscopes, binocular, with oil immersion. Used in malaria 
and filariasis control for prolonged periods for diagnostie work. 

FR-258—1 microscope, binocular, oil immersion. For diagnostie work in one 
of the hospitals in Thailand. 

FR-689—4 microscopes, binocular, with oil immersion, with dark field con- 
densers. Used in V. D. diagnostic work for prolonged periods. 

FR-709—1 microscope, binocular, with oil immersion, simple type. Used 
in livestock control for diagnostie work. 

IF R-253—2 microscopes, binocular, with oil immersion. These were changed 
in Industry Division to monocular and so ordered. 

F R-266—2 microscopes, binocular, with oil immersion. Used in diagnosing 
cases of malaria, the primary cause of morbidity in Thailand. Micro- 





scopist is required to use instrument for prolonged periods. 

FR-409—2 microscopes, binocular, with oil immersion. Study transmis- 
sion diseases by flies, mosquitoes, and other insects. Blood slides ex- 
amined for prolonged periods by worker. 

FR-237—1 microscope, binocular, with oil immersion. For higher type 


laboratory research in plague control. 


INDOCHINA 
Agricultural: 


FR-300—PA 95-6643-1: 13 binocular microscopes, Fisher No. 12-319. 


This equipment was for the agricultural veterinary stations, and is used by 
veterinarians for diagnostic work in connection with animal disease control work. 
Diseases take a heavy toll of both draft cattle and buffalo—these animals fur- 
nish the power for plowing and rice paddies and are practically indispensable 
infa rice economy) \ United States veterinarian supplied the techrical assistance 
and these microscopes were part of the equipment furnished in order to launch 
an aggressive disease-control program. 


Fr R-694—PA. 3132: 1 binocular microscope, Leitz, Dialux No. L—46/78 
“Kaelk,”’ 


This microscope, together with other laboratory equipment, was supplied to 
supplement present equipment in order to rehabilitate a rice-breeding program. 
This microscope was needed to facilitate a study of genetic characteristics of 
the present rice-breeding stocks and new rice sorts to be obtained by hybridi- 
zation, The rice-breeding studies are a part of a statewide rice-improvement 
program initiated by the Vietnamese for the purpose of increasing the unit 
yields of rice. 

Health: 

FR-623—2 medicinal binocular microscopes with oil immersion, objectives, 
ordered for diagnostic laboratory services as well as training technicians. 
This hospital center serves or trains technicians in diagnostic work involv- 
ing a population of 4 million people. These microscopes were equipped 
with special wide field 10X eyepieces and cost approximately $524 each. 

FR-308—2 microscopes, binocular, with oil immersion. These microscopes 
were ordered for the Pasteur Institute in Saigon. The two binoculars are 
used in higher research where the microscopist uses the instrument for 
prolonged periods. 


Measures to prevent extravagant requests 

MSA missions have been informed that requests for binocular microscopes 
require complete justification. Missions are required to show they are for use in 
advanced medical research or for highly trained medical faculty. Such tech- 
nicians cannot be expected to be limited to the use of one eye for prolonged periods 
and still be effective operators. 





tt 





—————————O——ewrr 


MUTUAL SECURITY APPROPRIATIONS, 1954 921 


STATEMENT IN SuPPORT OF APPROPRIATIONS FOR MiLitary AID TO THE NEAR 
East aND Arrica By Henry A. Byroaps, ASSISTANT SECRETARY OF Stare 
FOR Near Eastern, Sourm AsiaAN, AND AFRICAN AFFAIRS 


(See p. 342) 


Title II of the mutual security legislation just enacted authorizes a continua- 
tion of the military aid programs underway in Greece, Turkey, and Iran and, 
under certain conditions, authorizes additional military aid to the general area of 
the Near East and Africa. I wish to speak in support of the executive branch 
request for funds to carry on these programs. 

‘The sum requested for Greece, Turkey, and Iran is needed to carry on established 
programs which have been underway for a number of years and which have re- 
peatedly demonstrated their value. The Governments of both Greece and 
Turkey are strongly anti-Communist and have demonstrated their will to resist 
Communist aggression. Their forces in Korea have shown first-class fighting 
qualities. The steady buildup otf military strength in Greece and Turkey has 
had a remarkable stabilizing effect in southeast Europe. The development of 
the Greek-Turkish-Yugoslav military understanding is in part an outgrowth of 
this increased strength, and contributes further to stability in the area. Both 
Greece and Turkey, whose defense efforts are proportionately among the highest 
in the west, have already established the full number of units needed to meet 
NATO force goals, and funds requested for these countries for fiscal 1954 will be 
used to assist in making these units more effective. The program in Iran has 
been designed primarily to strengthen forces for internal security purposes and 
this will continue to be the objective in 1954. The armed forces in Iran have ex- 
ercised an important stabilizing influence and they should be further strengthened. 

I wish principally to discuss the additional military aid which the executive 
branch proposes for other countries of the Near East and Africa, where there are 
no established programs, and to explain in some detail why we attach such 
importance to these proposed programs. 

In his report to the country on his recent trip through the Middle East, Secre- 
tary Dulles said, ‘‘The situation calls for urgent concern.’”’ Given its strategic 
position and its enormous oil reserves, this area must be considered of critical 
importance in the struggle between the free world and the Soviets. It is an 
area which has attracted Russian imperial ambitions for centuries. And we have 
documentary proof in the captured records of the Russian-Nazi negotiations of 
1940—if such proof is needed—that ‘Soviet territorial aspirations center in the 
direction of the Indian Ocean and the Persian Gulf.” 

Under present circumstances, the area is poorly prepared to resist these designs. 
From Turkey to the east and the south there is little effective indigenous military 
strength. The peoples of the area are poverty stricken. Most of the states 
have known independence for only a brief period. They remember vividly the 
humility of colonial status, and their exaggerated fear of anything which recalls 
this status troubles their relations with the West. They are undergoing an 
economic and social upheaval which from time to time erupts in violence. Al- 
though communism is not now a strong force in the majority of these states, most 
of the conditions are present on which communism thrives and it will no doubt 
emerge sooner or later unless these conditions can be changed. 

In a situation such as this the United States has only a limited ability to influ- 
ence developments. It is all the more important, therefore, that we should 
utilize in full such means as are open to us. There are favorable elements present 
in a number of the Middle East states and there is reason to think that we might 
achieve important results if we build effectively on these. These favorable 
elements include the following: 

A feeling of friendliness toward the United States which continues in some 
countries in spite of the distrust which has been generated by our support of 
Israel and of the United Kingdom and France in their controversies with certain 
of the states of the area. 

In at least some of the countries there is a real appreciation of the Soviet threat 
and a genuine desire to improve defenses against this threat. 

Military leaders play an important and in some cases controlling role in most 
of the states of the area, and these leaders are on the whole progressive, friendly 
to the West and distrustful of the Soviets. 

Most of the states of the area strongly desire United States military assistance. 

Taking these factors into account, it is the view of both the Department of 
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State and the Department of Defense that the provision of the military funds 
requested would enable the United States to achieve important political, military 
objectives in the Middie East. These objectives are, in brief: 

To increase the stability of friendly regimes and possibly to strengthen them to 
the point where they would feel able to cooperate more openly with the West. 

ro strengthen military forces in those states where the United States has or 
may acquire military rights or bases. The strengthening of military forces in 
such states would make a direct contribution to United States security 

To provide an example of fruitful cooperation between the United States and 
friendly states of the Middle East and thus to help in the creation of a political 
situation in which it will become possible to establish a regional defense organ- 
ization on the only basis which promises success—that is, the willing cooperation 
of the states of the area with those western powers which have the desire and 
ability to assist in area defense. 

At present the executive branch does not have the detailed program data which 
this committee customarily expects in support of requests for appropriations. 
These will be new programs and they cannot be developed in detail without con- 
sultation with recipient governments. In the absence of specific congressional 
authority we have not felt it appropriate to undertake such consultation. The 
Joint Chiefs of Staff have, however, provided a general framework in which they 
are prepared to approve assistance programs to the Middle East and this guidance, 
taken in conjunction with the judgment of the Department of State on the 
political factors involved, enables us to provide an indication of the nature, scope, 
and emphasis of the programs we would propose to carry out if the Congress sees 
fit to provide authority and funds. I cen essure the committee that if Congress 
does so act, we will develop detailed programs within the general framework 
approved by the Joint Chiefs of Staff and carefully keyed to the objectives I have 
listed. We will do this in consultation with those governments which are willing 
to cooperate genuinely, and we will do it without delay. 


Unirep Srares ContrirnvtTion TO UNITED NATIONS KoREAN RECONSTRUCTION 
Acrency (UNKRA) 
(See p. 859.) 


Public Law 118, section 605 (a), authorizes $71 million as a United States con- 
tribution to the United Nations Korean Reconstruction Agency (UNKRA) for 
fiscal year 1954. Recently the request has been reduced from $71 million to 
$70.3 million with respect to new funds because of a $700,000 carryover. 

The House Appropriations Committee approved only $50 million, such action 
constituting a reduction of $20.3 million from the requested amount of $70.3 
million. 

The request is for an appropriation for a United States contribution to UNKRA 
as a part payment on the United States pledge to UNKRA. In 1951 the United 
States pledged, subject to the approval of the Congress, $162.5 million as its share 
of the $250 million authorized by the United Nations as UN KRA’s initial budget 
amount. Military necessities prevented large-scale operations by UNKRA 
until January 1953, at which time UNKRA undertook a $70 million program for 
the period ending July 1, 1953. Because of the necessarily late start of large- 
seale operations by UNKRA, the United States has previously paid on its pledge 
only $50.75 million, leaving an unpaid balance of $111.75 million. 

The UNKRA program of rehabilitation and reconstruction for the Republic of 
Korea for fiscal year 1954 is $130 million. The pro rata share of the United 
States is approximately $82 million. However, only $70.3 million (which together 
with the carryover of unexpended balance would total $71 million) was requested 
because at the time the MSA bill was prepared it was assumed that the $12 
million deficit might be available from the Army pipeline of emergency civilian 
relief supplies. This assumption, for the reasons hereinafter stated, has become 
untenable. 

The House Appropriations Committee reduction would result in curtailing 
UNKRA’s fiscal year 1954 program of $130 million by approximately 41 percent. 
Thirty-two governments, in addition to the United States, have pledged funds to 
UNKRA. The majority in number of these governments have paid their pledges 
in full. However, the governments which have pledged the largest amounts, 
with the exception of Canada, which has paid in full, have been paying on their 
pledges in approximately the same ratio as has the United States; and these 
governments have indicated that thev will continue to pay only in that ratio. 
If the United States pays only $50 million, it is not to be expected that the other 
governments will pay a total of more than $27 million, thus making total funds 
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available to UNKRA for its fiscal year 1954 program the sum of $77 million 
This sum would pay for only 59 percent of UNKRA’s fiseal year 1954 program 
of $130 million 

As stated by Secretary Dulles in Press Release No. 393, dated July 22, 1953: 

“The President has agreed to initiate, immediately upon the conclusion of an 
armistice, a program of rehabilitation which will cover a 4- to 5-year period and 
involve heavy expenditures.” 

Every dollar that is cut from the requested $70.3 million United States appro- 
priation for UNKRA would presumably have to be added to the proposed re- 
quest for direct United States expenditures for economic assistance to Korea, 
and would thus cost the United States taxpayer 100 percent of each such dollar 
In contrast, a United States dollar contributed to UNKRA constitutes only 65 
percent of the UNKRA budget, the remaining 35 percent being made up by 
contributions from other governments. Under these circumstances, can a re- 
duction in the requested amount of the United States contribution to UNKRA 
be justified to the American taxpayer? Particularly in these days of reductions 
in Federal expenditures in the hope of eventually reducing the income tax, just 
how would a deliberate refusal to save 35 cents on every dollar be satisfactorily 
explained to the taxpayer? 

In addition, the program of rehabilitation of war damage in Korea has always 
been considered a collective United Nations responsibility. Under the leadership 
of Ambassador Lodge, the United States sponsored in the General Assembly 
of the United Nations a resolution calling for continued and increased financial 
support for UNKRA from all governments. This resolution was adopted in 
March 1953 by the votes of all governments except the five composing the ‘‘ Soviet 
bloc.”” Is the United States now prepared to so reduce its payments on the pledge 
which its representatives in the United Nations made nearly 2 years ago as to vir- 
tually abandon its leadership in this field of United Nations activity with conse- 
quent probable loss of interest by other governments? 

The House Appropriations Committee report assigns as reasons for its reduction 
two points, each of which appears to be based upon a factual misunderstanding. 
First, the report states that ‘‘The amount provided will be adequate for such 
reconstruction activities as can be undertaken in the more secure rear areas.”’ 
The fact is that far less than $50 million of UNKRA’s program for fiscal year 
1954 is assigned to reconstruction, and all of that is planned for the more secure 
rear areas. UNKRA’s program is designed for major expenditures in such fields 
as agriculture, rehabilitation of a war-damaged port which will greatiy facilitate 
the domestic movement of the Korean rice crop, fisheries, provision of machines 
and supervision so that hundreds of thousands of homeless can build one-room 
homes by using native earth under tamped pressure, aid to existing small indus- 
tries through the provision of missing machinery and tools, education, and 
rehabilitation of disabled veterans. - Therefore the House Appropriations Com- 
mittee’s cut could be restored with no risk of exceeding that committee’s thought 
that not more than $50 million should be spent for reconstruction. Secondly, 
that committee’s report refers to the availability to UNKRA of Army pipeline 
supplies for reconstruction in the event of a cessation of hostilities. On this 
point, the facts are as follows: It is true that the requested authorizing legislation 
provides that such supplies become available as part of the United States con- 
tribution to UNKRA, but they so become available only if and when UNKRA 
assumes full responsibility for relief and rehabilitation in the Republic of Korea. 
The committee’s statement does not take into account the following three factors: 
(1) Under present United States policy, Army will continue responsible for emer- 
gency civilian relief throughout fiscal year 1954, UNKRA will not assume full 
responsibility for such relief, and consequently there will be no transfer of supplies 
from the Army pipeline to UNKRA in fiseal year 1954; (2) pursuant to the 
understanding between Army and the committees of the Congress the supplies in 
the Army pipeline are, and will continue to be, primarily supplies for emergency 
civilian relief—not reconstruction; and (3) the President’s proposal for additional 
direct United States economic assistance to Korea, if enacted, would obviously 
preclude the situation in which UNKRA assumed full responsibility for relief 
and rehabilitation in Korea, and thus would make impossible the arising of the 
only condition under which Army pipeline relief supplies could have become 
available to UNKRA pursuant to the authorizing legislation. Because of these 
three factors, UNKRA will not receive reconstruction, or even relief, supplies 
from Army during fiscal year 1954. 
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THe MSA Proaram PrRocEss 


Nore.—(The following question number 10 and answer was submitted by the 
agency as a substitute for question number 10 and answer appearing on page 398.) 


(See p. 398) 


FISCAL YEAR 1952 
Country: Indonesia 
Sursect: Procurement of Cotton Sheeting 
Question No. 10: 

MSA, under the pressure of the Mission Chief in Indonesia, financed $620,000 
of cotton sheeting for the Indonesian hospital program. The MSA Commodity 
Officer (a man of experience) opposed the purchase upon the ground that Indo- 
nesia had already bought 700 million yards of cotton cloth with free exchange 
earned by high prices of tin and rubber. Also the Mission had stated that grant 
dollars should not be used to buy items that Indonesia could buy for itself through 
established trade channels. Why did the Mission Chief insist upon this deviation 
in policy ? 


ANSWER: 

Sheeting was requested by Indonesia as part of a general program for rehabili- 
tation of hospitals which had been stripped during the war with Japan and the 
struggle for independence. As late as December 1952, the United States health 
staff in Indonesia found hospital patients in major hospitals sleeping on bare 
ticking. The MSA-procured sheeting arrived early in 1953. End-use checkers 
found the sheeting in use in hospitals within 30 days. 

The rehabilitation of these hospitals, which were owned and operated by the 
national government, was considered of major economic importance for the welfare 
of the country, and of political importance as an example of effective service to 
all regions of the country by the national government. It was the judgment of 
the Mission that this rehabilitation would not take place promptly without MSA 
financing of substantial amounts of hospital equipment and supplies, including 
this sheeting. 

This was the general justification for the whole MSA program in Indonesia in 
fiscal year 1951 and fiscal year 1952, namely, that it would help to bring about 
desirable rehabilitation and development that were not, for whatever reason, 
likely to take place without the provision of MSA-financed supplies and technical 
assistance. The MSA programs in Southeast Asia, unlike those in Europe, were 
not undertaken for balance-of-payments purposes, but for the purpose of stimu- 
lating and facilitating economic and technological development. The facet that 
700 million yards of cottoncloth had been imported into Indonesia prior to the 
MSA hospital order was therefore irrelevant, for this cloth consisted of dress goods 
procured by private traders for commercial sale. It did not include sheeting 
available for hospital rehabilitation. 


(Whereupon, at 11 p. m., Monday, July 20, 1953, the hearing was 
closed.) 
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